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Who can get the job done? Who can get i 
done on time? Who can guarantee the qua. 
workmanship? As well as the quality of maw 


Who can be trusted to deliver? 





From trading to textiles, from shipbuilding to auto 
making, from heavy machinery to high finance, from 
electronics to telecommunications, Korea's Daewoo 
has proved its expertise in many areas, and finds itself 


327 4 |? d P o s: 
ipe * . a pii 


a trusted partner of many of the world's top businesse: 
So, the next time your company asks, "Who can gam 
the job done?” You'll know who. 


DAEWOO. THAT'S WHO! 


KP 2986 





C.P.O. Box 2810, 8269 Seoul, Korea 
TLX.: DAEWOO K23341 ~4 
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hotel — in Jakarta’ S 
business centre certainly pre- 
sents obvious advantages. 

For one thing, it will 
leave you with ample time to work 
out in our superbly equipped health centre. 

You'll be quite taken, too, by the 
other considerations that we've shown the executive 
mp 





of our unusually large 
rooms * — having Jakarta’s finest 
—“⸗ and Chinese restaurants within the 
otel. 

Service standards throughout the hotel reflect 
a major investment in staff training. So that you will 
a the same degree of excellence that is synonymous 
th The Mandarin, Hong Kong and The Oriental, Bangkok. 


The Mandarin, Jakarta 


A member of Mandarin Oriental Hotel Group 


Hong Kong: The Mandarin. Bangkok: The Oriental. Manila: The Mandarin. Jakarta: The Mandarin 


Kuala Lumpur: The Oriental (1986). San Francisco: The Mandarin (1986), 
Hong Kong: The Excelsior, an Associate of Mandarin Oriental. 
For reservation, call TheJeading“Hotels of th®World or your travel agent 


Wy Macau: The Oriental. Vancouver: The Mandarin. Singapore: The Oriental (1986) 


The Taste. 


More difficult to describe than to afford. 








How can you describe the mild, smooth taste of a very fine whisky that has been aging in 






explain in words the smoothness 
p 


oak casks since 1968? How can you 


taste it yourself. 





-n VERY OLD 
SCOTCH WHISKY 
17 YEARS OLD 

; BLENDED @ BOTTLED BY 

Sorge Ballantine E chen, Linii 


Dti, — Dumbarton. 
UCT OF SCOTLAND 
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D ire T ent shuffle 


Congratulations to Paul Quinn-Judge 
on his report puncturing Khmer Rouge 
propaganda about the alleged “retire- 
ment" of Pol Pot [12 Sept.]. 

» However, I would add that Pol Pot 
_ has not reached the alleged retiring age 
_ of 60, as the Khmer Rouge claim. On his 
_ 1956 marriage certificate, which I have 
_seen, he gave his age as 28, and on 
‘rench educational records his birth- 
late is given as 19 May 1928. This makes 
um only 57. To my knowledge, a 1925 
late of birth has only ever been men- 
ioned in a self-serving and inaccurate 
'iographical sketch that Pol Pot gave to 
?yongyang Radio in 1977. 


It is also worth recalling that Pol Pot | 


las "stepped down" once before, in 


eptember 1976. If this departure ever 


ccurred, it was only temporary, and he 
lever bothered offi- 
ially to announce 
“that he had resumed 
_ his post. He went on 
^to preside over the 
: deaths of more than 
| million people in 
1977-78. We should - 
beware of such 


TS who pretend to PolPot 
be. inactive. 
.. Even if this time we take Pol Pot at 


_his word, Son Sen's replacement of him 


as Khmer Rouge military commander is 
hardly grounds for confidence about 
Cambodia's future after a Vietnamese 

ithdrawal. Son Sen was defence minis- 

er and deputy prime minister through- 
out the four years of Pol Pot's rule 
(1975-79). He was closely implicated in 


he greatest massacre of all during that- 


riod, when 100,000 or more people of 


bodia' s eastern zone were mur- |. 


red in 1978. It is disturbing to hear 
ailand’s foreign minister. describe 
n Sen as “a very good man.’ 


b. diplomacy. 

t if Japan paid 
Ga / 
NO dt 


Wrong interpretation 


I| must express my most vigorous pront 


: at your alt ration. of my story. 


a E ing in Luanda f 
H uld like it to be made clear to 


| your readers that in the passages refer- 


ring to the East Timor resolution, I did 


not write “the former Portuguese col- 


| ony was integrated into Indonesia. in. 
“1976 but local resistance: has ‘con- 


tinued,” nor did I describe the East 


Timorese movement, Fretilin, as "anti- i 


Indonesian." | 
. Both these phrases were inserted 


B | into my copy without my knowledge or 


consent, In the first place the manner in 
which these alterations were made re- 
presents unjustified editorial interfer- 
ence in a journalist's work, and in the 
second place.they are inaccurate. 

As the leading journal of Asian af- 


| fairs, you should be aware that, in inter- 


national law, Portugal is still considered 


as the administering power in East 


Ben Kiernan | 


aran issue 


1 read with ES interest Bruce "Rosé 


s article [12 Sept.]. Itis simply not 

hat the Japanese Government al- 

ways postpones its decision on whether 

Japan should pay compensation to 

aiwanese veterans who fought for 

Japan, This sort of thing has nothing to 

do- he constitution. The argument 

that these veterans are no longer Japan- 
ese citizens is a strained interpretation. 

conscripted about 200,000 

ese and about 15% of them were 

killed in action for Japan. All 

le that the Imperial Army 


ple in Taiwan should | 


t.any event and the - 
terans should be | ist 
supporting indes: 


-Fretilin 


Timor, which in UN eyes is a non-self- 
governing territory — in other words, a 


territory where no act of self- determina- | 


tion has taken place. 


accepted as such internationally. Thus, 
though many countries accept Indone- 
sian sovereignty as a fait accompli, in 


East Timor it cannot be taken as fact — 


as your insertion suggested — that East 


Timor “was: integrated into Indonesia in | 


1976.” 
As the author of a book on East 
Timorese nationalism who has had reg- 


‘ular contact with all parties to the Timor | 


dispute, the label 
"anti-Indone- 
Sian” is simply 
not correct in de- 
scribing Fretilin. 
Even Fretilin’s ri- | f 
vals, the UDT- | fi 
party, agree that 
is fore- 
most a national 


movement. table appears abi 


wait for a socalled | defin nition for ther 
own constitution which, in my opinion, | 
is out of aiat needs alterations. lti is | 


EE 
5 


eterans in | 


A and the h 


| Timorese sovereignty 


— a Le con 


o — to desctibe Purus m 
ciples, it should not he this. 


| Despite distortion by friends i 
foes alike, Fretilin's foreign p 


dialogue and neighbourly 
with Indonesia has not : 
1975, which explains its 
negotiate with Indonesian 


| ficers during the ceasefire oi 


willingness which continues 


€ We stand by our 
which were made foi 


| poses." 


lam amused and at the sam 
terribly lost with Salleh bin $ 


,Servations and reasoning in E 
"Sept]. | 


Salleh must surely have : 
uieter moments, I hope th: 


| that Samy Vellu was doing in h 


city as Malaysian Indi 


| (MIC) president and as a priva 

| sian citizen and not in his. capac y 
| politician l 
| Samy Vellu saw Indian Prim 


Or government 


— Gandhi and dee n 


e ern | A : 
— be a el was 


_ The assembly of tribal chiefs which | a 
| took place in Dili in 1976, which the In- | 
_donesian Government presents as an should be: 


| act of self-determination, has not been | 


was — 


i 
 laysian Indi; ns. A 


trying to do was 

Shares transferred . | 
| dians! Surely no one can 
| Or would Salleh: 
government ho ic 

Kota Kinabalu : 


A table in last week’ $ COVER s 
ments in Taiwan's trade with th 
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Et ig The Triangulum is a northern constellation of three stars forming a balanced 
į triangle. Itis a triad that makes for perfection. The absence ot one will upset 


the equilibrium of the whole. 


This is our idea of the Success Triangulum: a 3-in-1 integration between you, 
your employer and AIM. You as an integral part of the company. Your 
employer, the company as the business decision-maker. And AIM. as the 
Source of the management system for the company. Together, these three 
essentials work in perfect harmony for the achievement of success 


And success is within your easy reach through AIM's degree and 
non-degree programs. 


Degree Programs 
MASTER IN BUSINESS MANAGEMENT (MBM) 
Starts 28 July 1986 
A two-year program designed to provide junior executives the basic skills and 
expertise in professional management. 
MASTER IN MANAGEMENT (MM) 
3 Starts June 1986 
____ An intensive, one-year program for senior executives in managerial positions to 
impart knowledge and knowhow in the integration of management experiences and 
á ideas 

) 
" Non-Degree Programs 
ADVANCED BANK MANAGEMENT PROGRAM 


zi 9 September to 18 October 1985 
. Anintensive six-week program aimed at middie - and upper-level bank executives 


V LY to augment managerial and technical skilts 





BOARD OF GOVERNORS 
Sir Ronald Gordon Jackson, Chairman, Australian Industry Development Corporation, 
* Dr. Jagdish Parikh, M 
ol Commissioners, PT Caltex Pacific Indonesia; Indonesia e 


ployer. And AIM. 
The 3 basics of personal success. 


E ASIAN INSTITUTE OF MANAGEMENT 


The only international graduate school of management in Asia 


Australia € David K. P. Li, Director 
anaging Director, Lee & Muirhead (India Pvt, Ltd ), India @ Dr. Rachmat Saleh, Minister. Ministry of 
Presiden 





BASIC MANAGEMENT PROGRAM 
11 November to 6 December 1985 
24 February to 21 March 1986 

A four-week program aimed at developing managerial potentials of first - to 4 
middie- level managers. 
MANAGEMENT DEVELOPMENT PROGRAM 

13 January to 7 March 1986 

19 May to 11 July 1986 

A full-time, eight-week program designed specifically for middle - to upper - level 
managers to enhance integration and functional skills for potential senior 
management positions. 

PROGRAM FOR DEVELOPMENT MANAGERS 

17 February to 14 March 1986 

A major Course of Study aimed at training development managers in manage- 
ment technology that addresses the problems and 

opportunities of socio-economic change. 

ADVANCED MARKETING MANAGEMENT PROGRAM 

14 Aprii to 10 May 1986 

Directed mainly towards marketing directors and managers tor the further 
development and subsequent refinement of marketing management skills and 
perspectives. 

TOP MANAGEMENT PROGRAM 

9 June to 5 July 1986 

Purposely organized for the chief executive and operations officers to provide 
System and science to corporate structure and strategy. 

Call us or better yet, come and visit us. 

We have brochures for you. Tels. 874011 to 19 

123 Paseo de Roxas, Makati, Metro Manila. 
MCC P.O. Box 898 PHILIPPINES 

Telex: 63778 AIM PN. Cable: AIMANILA 
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Reijiro Hattori, 
S. C. Chung, President, Korea Chamber of Commerce & Industry, Korea @ Dr. Duk-Choong Kim, President, Daewoo Industrial Co., Lid. Korea e Tun Ismail Bin 


Chairman, Chinese Management Association, Taiwan e . T. S. Lin, President, Tatung Institute of Technology, Taiwan e Dr. Thaworn Phornprapha, Chairman, Siam Motors 


Kingdom e William S. Anderson, 


— Bi: ul s 


Or 5 
ari 


irman of the Exec. Board, Bangkok Bank Limited, Thailand e David 
Committee, NCR Corporation, U.S.A. 
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E Asia's budding carmakers are ready to put their 
stamp on world markets. South Korea's Pony has al- 
ready outstripped sales targets in Canada and now is 
knocking on the US door. A handful of manufacturers in 
South Korea and Taiwan are finalising export plans that 
should establish them in the lower-cost niche of world mar- 
kets in the balance of this decade. Behind them is Malaysia, 
whose first joint-venture car has just rolled off the produc- 
tion line. Much further in the future lies the potentially awe- 
some assembly capacity of China. Industry correspondent 





i Paul Sillitoe and REviEw correspondents around the region 
report on the advent of Asia's little dragons — and the competition's reaction to 


them. Pages 68-72. 


Cover photograph courtesy of Daewoo Motor Co. 





Page 10 

“The Chinese Communist Party's spe- 
sial National Conference ends and 
pew members are appointed to the 
party politburo. Veteran Chen Yun 
warns, however, that reforms should 
be a case of less haste, making for 
more speed. 


Page 19 

Singapore, dependent on Malaysia's 
$ Johor state for more than half of its 

‘water needs, becomes increasingly 

concerned over a potential supply 

problem. 


Page 22 

Malaysia's opposition Parti Islam 
woos non-Muslim voters and causes 
a stir in the process by allegedly 
suggesting that special rights for 
ethnic Malays should be abolished. 


24 
Australia's trade unions face a crisis 
of confidence as new employment ar- 
rangements erode their membership 
base. 


AP 





Page 34 
Malaysian Prime Minister Mahathir 
peaks on press freedom and respon- 
sibility to Asean journalists convened 
n Kuala Lumpur to discuss the state 
of the region’ s media. 


Page 34 

A row over former Indonesian presi- 
dent Sukarno's portrayal in school 
textbooks provokes a swift reaction 
from the Education Ministry. A panel 
of scholars is now revising the official 
version of Indonesia's earlier years. 


Page 36 

Washington rebuffs overtures from 
New Zealand on the resumption of 
port visits by US warships. A face- 
saving compromise on the ban on nu- 
clear ships is rejected by the Penta- 
gon. 


Page 49 

The Philippines is expected to merge 
its two largest government-owned 
banks as part of a ploy to handle their 
huge volume of non-performing assets. 


Page 50 

Singapore hits back at speculators | 
who drove down the value of its dollar 
and quashes rumours of inter- 
nationalisation of the currency. 


Pages 52-54 

President Reagan spells out his 
much-heralded fair-trade offensive 
along with a surprise policy switch 
aimed at driving down the value of the 
US dollar by exchange-market inter- 
vention. Meanwhile, the IMF and Gatt 
suggest it will take major policy 
changes by Washington to redress 
trade imbalances. 


Page 60 

New trade frictions are mounting as 
China snatches away part of the US 
market in Japan for corn, the largest 
US export to Japan. 


Page 82 

Financier Bruce Judge joins the list of 
Australian promoters of Hongkong 
corporate vehicles with the launch of 
the market's latest high-flying stock. 
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Anti-government rallies mark- 
ing the 13th anniversary of the 
declaration of martial law in 
the gin (lifted in 1981) 


turned bloody on 20 Sep- 
tember when  paramilitary 
forces fired machine guns into a 
crowd of demonstrators in Es- 
calante, Negros, killing 27 and 
wounding more than two 
dozen. It was the worst vio- 
lence during a demonstration 
in the 19 years of President Fer- 
dinand Marcos’ rule. In Cebu 
City, 175 demonstrators were 
arrested while some 60 protes- 
ters were detained in Manila on 
2] September. 

Meanwhile, general strikes 
in major cities of Mindanao 
from 22-23 September crippled 
business activity. Six people, 
including a journalist, were 
killed in Davao during the 
strike action, bringing the city's 
death toll in September alone 
to 57. — Guy Sacerdoti 


Families reunited in 
Seoul and 


Members of a few of the many 
families divided by the Korean 
War (1950-53) were briefly 
reunited in Seoul and Pyong- 
ang, the first such contact ever 
etween the two sides since the 
end of the war. Under the au- 
spices of the respective na- 
tional Red Cross organisa- 
tions, delegations of 151 peo- 
ple from each side crossed the 
demilitarised zone at Panmun- 
jom and spent the weekend in 
the other half of their bitterly 
divided country. Members of 
65 divided families were briefly 
reunited with their long-lost re- 
latives, of whom they had 
heard nothing for more than 30 
ears. An estimated 10 million 
oreans were divided by the 
war. The meetings were held in 

major hotels in both capitals. 
— Paul Ensor 


China's top leader Deng Xiao- 
ping warned against the con- 
tinued trade imbalance with 
po three days after some 
1,000 university students dem- 
onstrated against Japanese 
militarism on Tiananmen 
Square. Deng told Yoshihiro 
Inayama, chairman of the 
Japan-China Economic and 
Trade Association, on 21 Se 

tember that a long-term Gade 





deficit (which reached a record 
US$2.3 billion in the first half 
of 1985) would obstruct the 
development of international 
trade and that a balance was 
necessary. 

China's increasing concern 
with the imbalance caused 
analysts to suggest that the 
peaceful Tiananmen protest — 
the first in the square since riots 
following the death of former 
premier Zhou Enlai in April 
1976 — on the 54th anniversary 
of the Japanese invasion of 
Manchuria on 18 September 
was officially endorsed. 
Eyewitness reports said police 
were marshalling the students 
along instead of a them, 
despite the fact that a party 
conference was going on inside 


the Great Hall of the People. 

— Mary Lee 
Kashmir clashes 
erupt again 


Fresh fighting has broken out 
on the 80-km-long Siachin 
glacier at the northern end of 
the ceasefire line dividing 
Kashmir between India and 
Pakistan. The continuing 
clashes — now described as 
minor skirmishes — started on 
16 September when, according 
to Indian officials, Pakistani 
commandos supported by the 
Northern Light Infantry 
launched an attack to dislodge 
Indian troops from their van- 
tage positions near the 
Bilafond and Sia passes. The 
attack came under cover of 
heavy aerial strafing by the 
Pakistan Air Force. The Indian 
Air Force also joined the ac- 
tion but there have not been re- 
ports of any aircraft damaged 
on either side. — Salamat Ali 


Jeyaretnam jailed 

for three months 

Singapore's opposition MP and 
Workers’ Party secretary-gen- 
eral, J. B. Jeyaretnam, and his 
party chairman, Wong Hong 
Toy, have been sentenced to 
three months’ jail by a district 
court for making false declara- 
tions about their party's ac- 
counts in 1982. The court held 
that the two knew that the 
party's account did not show 
donations totalling | S$2,600 
(US$1,180) made to the party 
in early 1982, when the party 
was in receivership. The two 
were released on bail of 
$$100,000 each after they gave 
notice of appeal. Jeyaretnam 
would have lost his seat in par- 
liament had he been fined at 
least $$2,000 or jailed for 12 
months. — V. G. Kulkarni 


BUSINESS 


China to put the 
brakes on gently 
The first two years of China's 
seventh Five-Year Plan (1986- 
90) will concentrate on reining 
in the runaway growth of the 
ast 18 months, according to 
remier Zhao Ziyang. How- 
ever, the slowdown will be im- 
posed gradually and without 
the use of harsh restraints, he 
said. The plan, unveiled in Pe- 
king on 25 September, calls for 
a continuing switch away from 
rigid central economic plan- 
ning to the use of more sophis- 
ticated indirect levers such as 
interest rates and taxes. Enter- 
prises will be freed from state 
control in most areas of opera- 
tions and will be responsible 
for their own profits or losses. 
Price controls will be removed 
from all but a few major com- 
modities. The plan also calls 
for an increasing inflow of 
foreign investment and loans to 
make up for a shortage of 
domestic funds. Overall ag- 
ricultural and industrial output 
is forecast to grow by more 
than 7% a year. 
— A Correspondent 


The Export-Import Bank of 
Korea has signed a US$300 
million syndicated loan in 
Paris, in which 40 banks are 
participating. The facility in- 
cludes a clause which allows for 
“transferable loan certifi- 
cates,” which are meant to 
facilitate the transferability of 
the banks’ commitment in the 
loan. The eight-year facility 
has a three-year grace period. 
Interest will float at 0.625 of a 
point over the London inter- 
bank offered rate for the first 
six years, rising to 0.75 of a 
point thereafter. — Liz Carver 


Lower Hongkong 1985 
growth is forecast 
Hongkong's economy will 
grow by 4.5-5% in real terms in 
1985, according to the latest es- 
timates given by Financial Sec- 
retary Sir John Bremridge. 
This compares with an original 
budget forecast of 7%. The 
new estimates show exports 
leading the way with 11% 
growth, though the gains will 
be ill-distributed — with 28% 
growth in re-exports but only 
1% in domestic exports. Pri- 
vate consumption is expected 
to rise 6% but capital forma- 


tion only 3%. In addition, : 
faster rate of growth of privati 
investment at 5% is expectec 
to be more than offset by ; 
sharper than earlier estimate 
16% fall in public-sector in 
vestment due to continuin; 
government cutbacks. Govern 
ment spending was likely to bi 
HK$1.7 billion (US$218 mil 
lion) below original estimates 
the financial secretary said 
Combined with higher land 
sales revenue, this implies a re 
turn to a budget surplus thi 
year. With the public secto 
now deflationary, Bremridge’ 





growth hopes imply that fo 
most sectors other than re-ex 
ports the second half of th 
year will have to be a lot bette 
than the first when domesti 
exports fell 6% and domesti 
demand was “relatively weak. 
Despite the poor export per 
formance, weak domestic de 
mand and improving terms o 
trade have kept the trade bal 
ance in unprecedented surplus 
The forecast now is for a 198 
surplus of HK$4 billion on to; 
of an HK$18 billion surplus o 
services. — Philip Bowrin 


In what is seen as an attempt t 
shore up international conf 
dence after the 9 Septembe 
abortive coup, the Thai Gov 
ernment has concluded a ¥7 
billion (US$293.5 million 
Euroyen loan at rates that ar 
the cheapest yet obtained b 
any country. The 10-year terr 
loan will bear interest at 0.12 
of a point over the Londo 
inter-bank offered rat 
(Libor), rising to 0.1875 of 
point over Libor in the follow 
ing eight years. Using wh; 
some Western bankers de 
scribed as a “big stick, 
Bangkok has enlisted the par 
ticipation of nearly 20 large Ja 
panese banks. | US-base 
Citicorp International is th 
only Western bank involved. 
— Paisal Sricharatchany. 
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CLOSE TO HOME 


One foreign leader who showed 
articular interest in the failed 
September coup in Thailand was 

Philippines President Ferdinand 

Marcos. According to reliable 

sources, he appeared to be anxious 

for detailed information on the 
rogress of the brief coup attempt as 

it was taking place. The sources felt 

that Marcos’ interest was not just in 

the effects of the coup on a 

neighbouring country, and an Asean 

partner, but the lessons he could 
draw from it for his own besieged 
paion in Manila, where there has 
en recent publicity over the 
training of an elite “anti-coup” group 
of soldiers. 


BOOKING AHEAD 

For the first time since Ne Win came 
to power in Burma in 1962, a 
consignment of 900 foreign books 
(mostly on medicine and computer 
science) recently arrived in Rangoon 
—and more are on the way. Donated 
by a private US foundation, the 
books are said to fill a vital academic 
need. In all of Burma’s libraries, 
there is a pitifully small collection of 
30,000 English books, most of which 
åre pre-1962 and therefore obsolete. 
Given projections that the current 
handful of doctorate-degree holders 


~ 


CHINA 

More than 1,000 students at Beijing Uni- 
versity tried to stage a march in protest 
against Japanese “militarism” (/8 Sepr.). 
Deng Xiaoping met Singapore Prime Minis- 
ter Lee Kuan Yew (20 Sept. ). Two officials of 
the Hongkong branch of the Xinhua news- 
agency were elected to the central committee 
as alternate members (22 Sept.). Only six 
new members were elected to the politburo 
of the central committee which had retired 
10 of its members (24 Sept.). 


HONGKONG 

Time Inc. acquired a majority interest in 
Asiaweek, an ape e news maga- 
zine based in Hongkong (20 Sept.). 


INDIA 

Twenty-one senior police officers in New 
Delhi were fired in an effort to clean up the 
capital's notorious force, the police commis- 
sioner said (79 Sept.). Police arrested 100 
suspected Sikh militants, including officials 
and army officers, in raids in New Delhi, 
linked to the V earlier of two politicians, 
the Press Trust of India reported (27 Sepr.). 
A worker of the ruling Congress party was 


killed in Punjab state as Sikh extremists step- 
ped up efforts to disrupt elections. More 
than 3,000 people 


were arrested in a series of 









have finally woken up to the need to 
build an academic community. 


INEFFECTIVE OUTPOST 


The Philippines Ambassador to the 
US Benjamin Romualdez has spent 
barely three months in Washington in 
the past year. It is believed that the 
current Filipino chargé d'affaires in 
Washington has virtually no clout 
with Philippine President Ferdinand 
Marcos, in contrast to Romualdez, 
brother of Imelda Marcos. The recent 
flap over the legality of affidavits 
given by US servicemen in connection 
with the Benigno Aquino murder 
trial (REVIEW, 26 Sept.) arose partly 
because procedural arrangements 
made by the chargé were disavowed 
by the Marcos administration. 


STRINGS ATTACHED 

E z During Nepalese 

King Birendra's 

i official visit to 
New Delhi which 
ended on 20 
September, India 
quietly offered a 
grant of Rs 500 
million (US$41 
million) and free 
technical 
assistance to 
build the western 
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ENS across Tamil Nadu against the use of 
indi (22 Sept. ). 


JAPAN 
A Taiwanese began a hunger strike in 
front of a ward office in Tokyo demanding 
that the rnment abolish a law which re- 
quires all foreign residents to be finger- 
—— (18 so . Prime Minister Yasuhiro 
akasone and other leaders expressed con- 
cern about recent anti-Japanese demonstra- 
tions in Peking, officials said (2/ Sept.). 


NEW ZEALAND 

French Defence Minister Charles Hernu 
resigned in the wake of the scandal involving 
the bombing of the Greenpeace ship Rain- 
bow Warrior in Auckland harbour (20 Sepz.). 
French agents, under orders, sank the Rain- 
bow Warrior, French Prime Minister Lau- 
rent Fabius announced in Paris (22 Sept. ). 


PAKISTAN | 

A leader of the Pakistan People's Party. 
Ghulam Mustapha Jatoi, was expelled from 
Lahore on the eve of a gathering there of op- 
position groups to discuss a planned amend- 
ment to the constitution (22 Sept.). 


More than 30 people were wounded in 





the Burmese Government seems to 
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rw of Nepal's east-west highway. 

e offer, however, is conditional — 
upon cancellation of the World Bank- — 
financed contract Nepal has awarded 
for the project to China. India argued 
that Nepal can build the — with 
its own manpower and Indian money 
and know-how without incurring any — 
debt. New Delhi said it had been 
assured in 1965 that Kathmandu 
would respect its defence concern 
and would not give any project to 
China in the region bordering the 
Indian states of Uttar Pradesh, 
Bihar and West Bengal. India ts 
already building the central sector 
of the east-west highway at a 
currently estimated cost of Rs 700 — | 
million. 


AN ILL WIND T 
Singapore has emerged as an indirect 
beneficiary of Thailand's 9 September. 
abortive coup. A convention of 400 — 
wealthy Americans from the =  . 
US-based Million Dollars Club — 
originally planned in Bangkok from 
30 September to 5 October — was 
cancelled in the aftermath of the coup - 
and the venue shifted to the island — — 
republic. Although several other — 
large conventions between now and | 
the end of the year have not been — 
cancelled, Thai officials are 
concerned that attendance may be — 
below target. 
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clashes between student demonstrators nd | 
armed campus guards at a university in cen- 
tral Manila (78 Sepr. ). | 


SOUTH KOREA - 
Families long separated by the Korean - 
War were reunited during an unprecedented. 
exchange of civilian visits on the divided Ko- | 
rean peninsula (27 Sept. ). "^" 


T set — ablaze and 200,006 
went on à uring a protest strike 
Tamils (2: j 


against treatment of Sri Lankan 
Sept. ). 


TAIWAN ] 

Two Taiwanese gang leaders convicted of. | 
killing Chinese-American writer Henry Liu | 
have agreed to pay Marly on | 
to his widow, their lawyers said (78 Sept.). A | 
Chinses pilot who crash-landed a bomber in. 
South Korea to defect to Taiwan arrived in 
Taipei on board a commercial airliner, air- 
port officials said (20 Sept. ). 


THAILAND | 

Prime Minister Prem Tinsulanond named 
Chirayu Isarangkun to replace industry 
minister Ob Vasuratna who resigned after 
the aborted coup (23 Sept. ). 


Z8 LÀ 

















By David Bonavia and Mary Lee in Peking 


i g» Chinese Communist Party's mid- 
September special conference was 
intended to be à momentous occasion 
for projecting consolidation and unity. 
Consolidation was achieved in the 
seemingly smooth succession of techno- 
crats to central committee seats vacated 
- by aging or infirm leaders. The mem- 
_ bership of the new politburo reflects the 
emphasis on economic reform spelled 
- out by elder statesman Deng Xiaoping 
and significantly downgrades the role of 
the People’s Liberation Army in the 
— | governing of the country. 

— . Six new members were appointed to 
the politburo, but none from the mili- 
tary, leaving vacant another four seats 
left by the “resignations” of elderly 
- members at the conference. Four of the 
new members — Hu Qili, a former 
Communist Youth League president 
| t as a likely successor to party 
| General Secretary Hu Yaobang; Li 
| Peng, a bright and rising vice-premier; 
- Tian Jiyun, another rising vice-premier 
responsible for financial reforms, and 
- Quao Shi, head of the party's organisa- 
- tion department — have already been 
- identified by Deng and Hu as future 
leaders of the country. 

_ Foreign Minister Wu Xueqian was 
destined for politburo membership, 
analysts said, in view of his likely retire- 
ment from the Foreign Ministry. Vice- 
Premier Yao Yilin, a conservative eco- 
nomic planner, was promoted from 
— three alternate members of the polit- 
| buro. 

Analysts expressed surprise that 
only six of the 10 politburo vacancies 
were filled and in particular that Chen 

- Muhua remained an alternate member 
despite her move to the presidency of 
—] the People's Bank of China earlier this 
~ | year. “There certainly was no shortage 
— | of candidates for all 10 seats," one 
analyst said, pointing to Hao Jianxiu, 
50, and Wang Zhaoguo, 44, who were 
promoted to secretariat posts in- 


stead. 

F “Perhaps Deng felt he could afford 
- to wait till the 13th party congress in 
1987 before moving more of his peoplè 
in,” he added. Hints that this is a possi- 
ble explanation came from the com- 
munique issued after the fifth plenum 
on 24 September, which stated that the 
list was prepared by the politburo stand- 
ing committee and “repeatedly deliber- 

ated” by the politburo. 
“Too many inexperienced bright 
young things in the politburo may have 
been too much for the conservatives in 
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the standing committee [President Li 
Xiannian and Chen Yun] to accept in 
this round,” one diplomat said, adding 
that this would also explain why Mar- 
shal Ye Jianying's seat in the standing 
committee — the inner circle — remains 
unfilled. “Besides, to have more from 
the reformist group rather than the mili- 
tary would have been unseemly for 
Deng, who has already made a clean 
sweep of conservatives this round,” he 
added. 

Deng may have succeeded in stack- 
ing up more support for his reforms by 
bringing in these new faces. However, a 
strongly worded speech by veteran eco- 
nomic planner Chen Yun at the closing 
session of the conference suggests that 
voices of the revolutionary old guard 
have not been completely silenced by 
the sweep. Chen’s terse speech clearly 
reflected disagreement with Deng's 
economic-reform programme. 


Ass are divided about the sign- 
ificance of Chen's remarks and 
whether they constitute still substantial 
opposition to Deng's style — if not con- 
tent — of reforms. Some analysts be- 
lieve that Deng and Chen have good re- 
lations and were merely stating differ- 
ent aspects of a common policy — after 
all it was Deng who brought Chen out of 
obscurity in the 1970s. However, past 
experience has shown that publicly 
aired divergences are often the tip of an 





Deng gets a younger politburo, but one old guard sounds a warning 


Chen’s last stand 


iceberg of serious conflict among the 
leaders concerned. One diplomat said: 
“Chen would not have made his jarring 
criticisms ‘and reservations if he was a 
minority of one.” 

Deng’s speech to the meeting, de- 
livered first, was clearly written with 
foreknowledge of Chen's criticisms. It 
took the form’ of'a calm and tightly 
reasoned defence óf his policies, in con- 
trast with the heated and irritable tone 
of Chen's attack. 

Chen, who may be as old as 86 — his 
exact date of birth is unknown — kept to 
his chief party disciplinarian role and 
zeroed in on the effects which Dengist 
economic liberalisation have had on 
grain production, central planning and 
party conduct and image. More signific- 
antly, he ignored totally the much- 
heralded open-door policy which his 
other four colleagues on the politburo's 
standing committee had acclaimed as 
immutable. Nor did he link the promo- 
tion of younger technocrats to thé cen 
tral committee to the continuity ‘Of thé 
reforms. »6 

Chen, who played an important role 
in China's early post-war reconstruc- 
tion, was the key figure behind the read- 
justment policies following the disas- 
trous Great Leap Forward of the late 
1950s and again after investment spend- 
ing and import purchases expanded too 
quickly in the late 1970s. He has consist- 
ently been a critic not of reform per se 


Deng and new members Yao, Wu, Qiao, (bottom) Li, Tian, Hu. 
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but of over-ambitious targets ar 
Chen's speech must have remembered 
that Chen made a similar plea for cau- 
tion at a party plenum once before — 
the 3rd Plenum of the Eighth Central 
Committee in September 1957, on the 
eve of the Great Leap Forward. 

His emphasis on the importance of 
"an orderly succession of cadres from 
generation to generation" fell far short 
of endorsing the rationale of the rejuve- 
nation policy given by Deng, who said: 
"The succession of new cadres to old 
provides the organisational guarantee 
for the continuity of our party's 
policies." Deng also pinpointed "the 
continuity of the domestic and foreign 

licies of independence, democracy, 
egality and opening to the outside 
world and invigorating the domestic 
economy." 

Qualifying the rise in peasant wealth 
following the introduction of the con- 
tracted responsibility system in the ag- 
ricultural sector in 1979, Chen said the 
number of rural households whose an- 
nual incomes have reached Rmb 10,000 
(US$3,360) is “extremely small." Quot- 
ing from a still-classified state economic 
commission's Report on some problems 
in present economic work, he did not 
mince his words on the side-effect of the 
new system which displeased him most: 
"Some peasants are no longer in- 
terested in growing grain. They are not 
even interested in raising pigs and veg- 
etables because in their opinion there 
can be no prosperity without engaging 
in industry," he said. 

He questioned the lemming-like 
switch to the development of township 
enterprises in former communes — a 
Dengist policy — and bemoaned the in- 
roads this had made into the old 
guideline of “no economic stability 
without agricultural development." 


— — 


sive speed. Many who listened to 








. ned: “Grain short i 
lead to social disorder” — thereby rais- 
ing a black cloud on the otherwise clear 
horizon projected by Deng’s protégé, 
Premier Zhao Ziyang in his seventh 
Five-Year Plan guidelines. 

Of arguable significance is the fact 
that the author of the report — second 
vice-minister Lu Dong — was not 
among the 64 new entrants to the cen- 
tral committee even though his report, 
Chen said, had been approved by the 
state council. 

Chen then cautioned that while “the 

eneral orientation” of economic re- 
orms was correct, the experiments 
which were being implemented should 
be planned carefully and reviewed con- 
stantly. Chen’s reference to “experi- 
ments” brings to mind the situation in 
Shenzhen, the success of which was re- 
cently questioned by Deng himself, 
though far more optimistically. 


hen criticised the current role of 
market regulation, which is sup- 
posed to be subordinate to the primacy 
of the planned economy. “Guidance 
lanning is not the same as market regu- 
ation. Market regulation involves no 
planning, blindly allowing supply and 
demand to determine production," he 
said, alluding to current efforts to stimu- 
late the "micro-economy" (the sectors 
now freed from central control) as 
“chaotic.” 

His reservations about “macro- 
economic control” which stressed plan- 
ned, proportionate development, con- 
trasted sharply with Zhao's upbeat pre- 
sentation of the seventh-plan guide- 
lines. These were adopted at the confer- 
ence and called for a further push to- 
wards independence of enterprises so 
they could become responsible for their 
own profit or loss. “More haste, less 
speed,” cautioned Chen. 
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of senior party leaders who have swayed 


from the doctrine of good communist 
behaviour: “There is no such thing as re- 
tirement when it comes to setting good 
examples [in] party conduct, discipline 
and exercising supervision,” he said, 
adding: “I hope the party’s senior lead- 
ers will set a good example in educating 
their children, who absolutely must not 
use their parents’ positions in pursuing 
personal power and interests and be- 
coming privileged.” This attack on the 
new “princes and princesses” of 
Chinese enterprises covers a whole 
range of people, including children of 
some of his colleagues in the polit- 
buro. 

He particularly criticised “some peo- 
ple” who, “in their dealings with for- 
eigners have no consideration of per- 
sonal or national dignity” — a side-ef- 
fect of the open-door policy which Deng 
did not allude to at all in his own refer- 
ences to “ideological weaknesses,” in 
which he merely conceded that “the 
pernicious influence of capitalism and 
feudalism has not been reduced to a 
minimum" and that “some evil things 
that had long been extinct after Libera- 
tion have come to life again.” 

Deng prescribed a typical cure — 
based on his now famous formula of op- 
timism: “As long as we face them 
squarely and take firm steps to deal with 
them, it will not be difficult to solve 
these problems.” 

Deng made four basic points. Re- 
garding the economic reform, he said 
the seven-year period since the cru- 
cial third plenum of the 11th Central 
Committee held late in 1978 had been 
one of the best since the founding of the 
People's Republic. He was thus com- 
paring the achievements of the period 
1978-85 with those of the first years of 
effective communist rule, 1950-57. 
Those were the days of economic re- 
covery and Soviet aid, when food 
supplies were relatively good and pro- 
gress was being made steadily on all 
fronts. It was also the time when Chen 
was making his reputation as a Soviet- 
style economic planner. 

The other point in Deng’s implied 
comparison of the two periods of econo- 
mic recovery was that after Mao 
Zedong launched the Great Leap For- 
ward and the people's communes in 
1958, it was Deng, Chen and Liu Shaoqi 
who jointly had to clean up the mess 
three years later. 

In his speech, Deng said: "For many 
years we suffered badly from one major 
error: we still took class struggle as the 
key link" — a direct criticism of a quota- 
uon from Mao. The Cultural Revolu- 
tion, Deng said, was the result of such 
misconceived ideas. "Things were not 
put right until the 1978 plenum, which 
concentrated on developing the produc- 
tive forces — the most important thing 
we did to set things right." That plenum 
was the occasion for Deng's political 
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| victory over several 

leaders who had obj 

cisms of Mao and his moves away from 

Maoist policies. It is considered by his 

Supporters to have been the most im- 

Saag turning point in post-Mao 
ina. 














j pus economic reform, Deng went on, 
was proposed in 1977, and people 
said all sorts of things about it (in other 
words, criticised it). But after three 
years, it found wider acceptance. The 
reform had not only resulted in pro- 
found changes in economic life, social 
life, people's work style and their men- 
tality, Deng said, but was also a revolu- 
tionary change. While emphasising the 
predominance of the socialist public 
sector, the reform also stressed com- 
mon prosperity. And use of foreign in- 
vestment had helped in this. Of course 
there had been negative phenomena at- 
tached to the reforms — but it would not 
be difficult to solve these problems, 
uc. 
is has been Deng's consistent line 
| en the growth of smuggling, graft and 
|. other forms of economic crime, as well 
| as imports of pornographic publications 
| and films since the open-door policy 

* _ began some five years ago. He has al- 
| ways maintained that better public edu- 

—] cation and law enforcement could re- 

PL - duce such things to a minimum, whereas 

+ i _ his critics consider them to be ineradica- 

- | ble as long as China is open to so many 

| foreign influences. 

| | Deng discounted these doubts when 

— | he said: “It is my belief that no matter 

| how many difficulties may arise, all 

-] things that are in the fundamental in- 

= | terests of the vast majority of the people 

| and are supported by the masses will 
| succeed." 

— . Somewhat ominously, however, 

- |. Chen charged that these problems “can 

— | be directly attributed to the relaxation 

— | ef ideological and political work and the 

- | decline in the function and authority of 

- | the departments in charge of ideological 

_ | and political work. We should take this 

| asa lesson,” Chen said. 

. Turning his attention to the seventh 
plan, Deng noted that it projected an 
annual growth rate of industrial and ag- 
ricultural production of about 795 — 
and that the standing committee of the 
politburo had unanimously agreed on it, 
though Chen was less upbeat about the 
figure in his speech. 

If the plan was successful, Deng said, 
it should be possible to meet the 1982 
target of quadrupling output by the year 
2000. However, the changes which had 
already taken place in China were 
small, He said, compared with those that 
would be needed if China were to catch 
up with the advanced countries by the 
middle of the 21st century. 

The third issue on which Deng spoke 
was socialist civilisation. Efforts to en- 
hance this had not been very satisfac- 
tory, so far. This was because of neglect 
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derly * leaders such as Chen who 
consider that revolutionary purity and 
idealism have been lost in the drive for 
material prosperity. 

He agreed with Chen about the need 
for better ideological and political 
work, but repeated his view that a 
crackdown on crime and immorality 
was equally important. At the same 
time, in cultural work the party must re- 
member to “let a hundred flowers 
bloom and a hundred schools of thought 
contend” and uphold the freedoms 

romised by the constitution and the 
egal codes, he said. 

“With regard to erroneous ideologi- 
cal tendencies, we should adopt the po- 
licy of persuasion and education, and 
refrain from political movements and 
mass criticism,” he said. This was evi- 
dently a reminder to Chen that both of 
them had suffered in the Cultural Rev- 
olution when realistic policies were at- 
tacked as revisionist. It was also a clear 
warning to those who had indiscrimi- 
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beate reform require an even 


munist cause. Intensive education in 
patriotism and revolutionary traditions 
should be conducted hand-in-hand with 
intensive education in communist ideol- 
ogy.” ooi 

It is ironic that the person to chal- 
lenge Deng’s reform policies should be 
Chen, who in the 1970s was seen as a 
supporter of reform. If Chen represents 
an unidentifiable, resistance to Deng- 
ism, then a serious question mark hangs 
over the prospect of the smooth hand- 
over to younger leaders which is sup- 
posed to be taking place. On the other 
hand, Chen is clearly testing the demo- 
cratic centrism which the party pro- 
fesses very adamantly to be practising 
these days. 

“Experience teaches us that practis- 
ing democratic centrism is not easy,” 


KZ 








nately carried out the 1983-84 campaign 
against Lug pollution. 

Fourthly, Deng addressed himself to 
the question of successors. He referred 
specifically to the new members of the 
central committee and other leading or- 
gans, who were generally in their 50s, 
with some just over 40. He called on 
such people to be truthful, honest and 
courageous in their work and avoid 
favouritism. | 


f new leaders did not adhere to basic 

principles *our society would be 
plunged into chaos; stability and unity 
would be out of the question and the 
construction, reform and rejuvenation 
of China would become no more than 
empty talk," he said. 

e called for more study of basic 
Marxist theory to help younger leaders 
to avoid losing their bearings in the 
complex struggle — that is, engaging in 


Chen said. “Take heed of the full range 
of opinions, especially differing ones," 
he cautioned the young technocrat 
members of the central committee. 
"No individual should try to have 
the final say," he added, stressing 
the importance of collective decision- 
making. 

According to some analysts, Chen's 
ability to voice criticisms of current po- 
licy approaches could reflect an en- 
couraging change in party leadership 
style. If nothing else, they said, Chen's 
continued presence on the politburo — 
and this is clearly not his last speech — 
acts as a check against blind pursuit of 
one man's lead. Said one Western dip- 
lomat: "If dissenting voices can be 
raised and heard without being forced 
into a faction waiting in the wings to 
take over when ‘Emperor Deng’ dies, 
then China is well on the road to politi- 
cal stability." go 
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THE CELLINI COLLECTION 


The Italian Renaissance promoted a thirst for knowledge and 





















a search for perfection in I5th-century Europe that revolution- — 4 5, SERA: 
ised art and culture. S33. e 

These showed in painting, architecture PEELE 
and in the genius of goldsmith Benvenuto 
Cellini, who perfected new methods of 
engraving, casting metal and setting 
precious stones. 

Today, the spirit and skills of 


Cellini live on in our own collection 
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of gold and jewelled watches. - c 
The Cellini Collection by 
Rolex of Geneva. W 
* * 
—— ⸗ ñ ⸗ 
Watches illustrated are in 18ct yellow 
and white gold. Ladies model No. 4339 
Men's model No. 4340. — 
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An ever-growing thirst 


The government is becoming concerned about water supplies 


By V. G. Kulkarni in Singapore 


grag of water does not imme- 
diately come to mind when anti- 
cipating problems likely to affect Singa- 
pore and Peninsular Malaysia, where 
annual rainfall ranges from 2,400- 
3,000 mm, among the heaviest in the 
world. In fact, a major problem in this 
tropical region has been to cope with an 
over-abundance of water at certain 
times of the year. But urbanisation and 
the demands of rapidly industrialising 
economies, compounded by à growing 
population, have raised the spectre of 
water shortages. 

Singapore, which relies for more 
than half of its fresh water on the Malay- 
sian state of Johor, is especially con- 
scious of this scarce resource. The coun- 
try's leaders have lectured the public on 
the long-term problem of water supply. 
Particularly since 1981 water conserva- 
tion has become a major government 
concern, and annual budgets submitted 
to parliament have included emphatic 
references to the problem, as was in- 
deed the case this year. The water issue 
has been the topic of many recent 
ministerial statements. 

Inevitably, politicians here have 
manipulated the issue in pursuit of their 
own political interests. Singapore's rul- 
ing People's Action Party (PAP) has 
portrayed the issue as a matter of funda- 
mental national concern and used it as a 
pretext to dismiss attacks from the tiny 
opposition in parliament on other is- 
sues. 

In Malaysia, opposition parties in 
some states prone to periodic draught 
have taken the ruling National Front co- 
alition to task on the water issue. In 
Johor, for example, the water issue 
often becomes a political football with 
international — meaning Singapore — 
overtones every time there is a tempor- 
ary shortage of drinking water. 

However, both Malaysia and Singa- 
pore have seen to it that their mutual 
water problem does not get out of hand. 
For one thing, there are traditional poli- 
tical, economic and social ties between 
the two countries. For another, the su 

ly of water to Singapore from Malaysia 
is governed by long-standing and mutu- 
ally beneficial agreements. Moreover, 
in recent years, the two sides have been 
exploring ways jointly to provide 
enough water for Johor as well as Singa- 
pore well into the next century. 

The task of harnessing Johor's water 
resources is similar to that for all of 
Peninsular Malaysia. According to a 
joint national water-resources study, 
completed in 1982 by the Japan Interna- 
tional Cooperation Agency (Jica) and 





the Malaysian Government, total an- 
nual rainfall on the peninsula amounts 
to about 990 billion m?, of which some 
360 billion m? evaporates, leaving 
about 630 billion m?. However, given 
the capacity limitations of existing re- 
servoirs and canals, and taking into ac- 
count the lean or dry-season water flow, 
only about 10% of that is available for 
use throughout the vear. 

The study said that in 1980, total 
peninsular demand was 8.7 billion m3, 
or 13.8% of the supply available 
throughout the year. By the vear 2000, 
the demand is expected to be 24% of the 
available supply. Despite this abun- 
dance, it will be necessary to develop 
further Malaysia's flood-control, irriga- 
tion and storage works so that water 
supplies can be made available where it 





is most needed. The study proposes the 
construction of 43 storage dams and 15 
diversion facilities in the next 20 years at 
an estimated cost of more than M$10 
billion (US$4.2 billion). 


TT study also highlighted the fact that 
the south Johor region, which is the 
second-fastest urbanising area in Ma- 
laysia after the Klang Valley in Selangor 
and provides more than half of Singa- 
pore's total water needs, could face 
water shortages if adequate construc- 
tion work is not carried out. Johor has a 
10-year water-works programme (1981- 
90) valued at M$1.1 billion, of which 
about a third has already been spent. 
The aim, Johor Chief Minister Datuk 
Abdul Ajib Ahmad has said, is to pro- 
vide 90% of the state's population with 
potable water by 1990; with the figure 
rising to at least 95% by the end of the 
century. 

As water supply in Malaysia is a state 
responsibility, the federal government 
only lends money to the states for water 
works, and in the allocation of federal 
funds water works have not been given 


| top priority. For the M$224 million Ban 1 


SALE OF WATER (1974-84) wition cubic metres 
Q 25 50 75 100 125 150 175 200 225 250 275 300 





















__ — Å. — L5" " 


A— 





Fu water works adjacent to the Johor - 
Baru urban area, Johor had to seek |- 
funds from the World Bank and the |- 
Asian Development Bank. Singapore | 
has indicated its willingness to pay its 
share of the cost of those works in south 
Johor from which it would benefit. | 
The waters of the Johor River have 


been Singapore's lifeline since 1927, 
when the first pipeline was laid, and will 
continue to be so for the foreseeable fu- 
ture in view of the growing demand for | 
domestic and industrial uses. The sup- | 
ply is governed by two basically identi- f 
cal pacts signed in 1961 and 1962 be- | 
tween Singapore and Johor. The agree- — 
ments, signed before Singapore became | — 
independent, gained the status of pacts |- 
between two sovereign states in 1065, [4 
when Singapore separated from Mal I 
sia after joining the federation in 1963. f 
The 1961 pact allows Singapore to f 
draw from the Tebrau and Scudai rivers f 
in south Johor up to a maximum of 138 f| 
million gallons a day at a price of 38 | 
cents per 1,000 gallons of untreated 1 
water. Singapore has agreed to sell 
treated water to Johor up to a limit of — 













12%, or 4,000 gallons per day, at 50S) 
cents per 1,000 gallons. Johor can de- 
mand more treated water if needed. y 
In recent years, Johor has taken 20% | 
of the water extracted and treated by | 
Singapore. The treated-water price is — 
considered concessionary, as similar — 
works in Johor and other parts of Ma- _ 
laysia charge up to 70 S cents per 1,000 | 
gallons. Singapore pays a nominal rent 
of S$5 ( US$3 3) per ha for land reserved 
for its water works in Johor, coverin 
7,195 ha. Valid for 50 years, this pact is 
subject to review after 25 years, orin | 7 
1986. il 
The 1962 pact has similar terms, ex- | —— 
cept that it is valid for 99 years. Subject | — — 
to review in 25 years, or in 1987, it gives i 
Singapore the right to draw up to a 
maximum of 250 million gallons a day 
from the Johor River. | 
With the growing demand for water 
from Singapore and the Johor Baru 
urban area, both sides have become 
aware that direct extraction of supplies 
from the river basins will not meet fu- 
ture demands, and the possibility of | | 
salt-water intrusion from the sea could | l 























- 


reservior construction is being consi- 
dered. 

Meanwhile, relations between 
Singapore and Malaysia, which began 
warming up in the late 1970s, gathered 
momentum after Datuk Seri Mahathir 
Mohamad became Malaysia’s prime 
minister in 1981. Exchanges of high- 
level delegations between the courtries 
have become a routine feature in recent 
years, and Malaysia has assured Singa- 


| pore of continued water supplies. 


In December 1984, the two govern- 
ments appointed a private consulting 
firm to do a study of how best to develop 
the Johor River basin. The firm con- 
ducting the S$5 million study has al- 
ready identified some reservoir sites in 
the basin and is due to submit its final re- 
port early next year. 

The results of the study and a revi- 
sion of the agreements in 1986-87 are 
crucial to Singapore because its water 
consumption ho been rising at 6% a 


TAIWAN 


| By Carl! Goldstein in Taipei 


he Taiwan political scene has been 
stirred up by two sedition cases 
which, coming after a five-year hiatus 


— since the last such cases, seem to reflect 
| anew willingness by the ruling Kuomin- 


tangs (KMT) powerful security ap- 
paratus to ignore unfavourable domes- 


tic and international comment. 


In the first case, a native Taiwanese 
businessman, Hsu Chao-hung, was con- 
victed of sedition on 16 September for 
purported pro-Taiwan independence 
activities in Japan. A military court sen- 
tenced him to six years in jail. Hsu had 
applied for political asylum in Japan, 
but was deported when Japanese im- 
migration authorities rejected his ap- 
peal. The Taiwan Garrison Command, 
the chief martial-law agency, was wait- 
ing to arrest him when Japanese agents 
returned him to Taiwan on 9 March. 

In the second case, the publisher of a 
Chinese-language newspaper in South- 
ern California, Lee Ya-ping, was ar- 
rested in southern Taiwan by the Garri- 
son Command on 17 September and 
charged with sedition, a crime that 
could (though likely would not in her 
case) bring the death penalty. The secu- 
rity agency said she had “forwarded 
Chinese communist conspiracies” 
against Taiwan in her newspaper. 

While reaction to the Hsu case was 
subdued, Lee’s arrest aroused an im- 
mediate storm of protest in the US and 
raised fears in Taiwan of a new 
crackdown on the — The US State 
Department issued a sharp statement 


extend miles inland. Therefore, major 


e eS Sea Y 
year in the 1980s. Daily water consump- 
tion in Singapore is now about 190 mil- 
lion gallons and is expected to rise to 250 
million gallons by 1991. Some estimates 
suggest it could exceed 300 million gal- 
lons daily by the end of the century, with 
a projected population of 3.1 millión. 


W ith this prospect looming, Singa- 
pore has doggedly tried to conserve 
its own rain water, despite constraints 
imposed by limited catchment space. 
More than S$500 million has been spent 
since the 1970s to expand the country's 
12 reservoirs. To augment the flow from 
the Johor treatment works, a bigger, 40- 
km 1A Sra is being laid. The net result 
of such heavy capital expenditure, how- 
ever, has been the doubling of costs be- 
tween 1975 and 1984. 

With a 7% increase in water con- 
sumption in 1984 over a year earlier, the 
sense of urgency among PAP leaders 
has further heightened. In his budget 
speech in March, then finance minister 


| Kuomintang loses its cool 


| Thearrest of a US-based publisher further strains ties 


demanding Lee's release “without fur- 
ther delay," and called her arrest “an 
act of intimidation and harassment di- 
rected against individuals in the US." 

The US statement was the strongest 
criticism against the Taiwan authorities 
since President Reagan took office in 
1981. The vigour of the US reaction was 
seen here as a product of past distur- 
bances in bilateral relations resulting 
from the activities of Taipei's intelli- 
gence agencies: the October 1984 mur- 
der in Daly City, California, of KMT 
critic Henry Liu b Taiwanese gangsters 
working for Taiwan's military intelli- 
gence bureau, and the still-unexplained 
death in 1981 of Chen Wen-cheng, an 
American university professor, on a 
visit to Taipei, shortly after his interro- 
gation by a security agency. 


he arrest of Lee, who is not a US citi- 

zen but has US resident status, also 
brought sharp criticism from a number 
of US congressmen and senators. New 
York Democratic congressman Stephen 
Solarz, chairman of a House of Repre- 
sentatives foreign affairs subcommittee 
responsible for Asian and Pacific af- 
fairs, charged that "the authorities on 
Taiwan are not content to destroy basic 
liberties on the island of Taiwan, but in- 
sist on violating the right to free speech 
of the people in the US as well." He call- 
ed for the closing of Taiwan's quasi-offi- 
cial representative office in Los Angeles 
and raised the possibility of an arms- 
sales cutoff. 
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Tony Tan said demand growth must be 
curbed, “otherwise we run the danger of 
using up all the available water supply in 
our reservoirs and from Johor in less 
than 15 years." 

In tandem, conservation measures 
have been intensified, with some 700 
commercial establishments being made 
to accept automatic shut-off taps in 
1984. Factories are also being encour- 
aged to use industrial-grade water in- 
stead of potable water. However, in 
view of the exorbitant costs involved, 
not much thought has been given to re- 
cycling used water, nor has desalination 
of sea water been advocated — except 
by the opposition political parties. 

Singapore is likely to consider desali- 
nation and recycling only after the natu- 
ral water resources of Johor are fully 
utilised or in the event of the 1986-87 
review of the water agreements with 
Malaysia. running into snags, though 
hardly anyone expects that a mutually 
acceptable review will not be con- 








Although there was no direct con- 
nection between the Hsu and Lee cases, 
one common demoninator seemed to be 
a desire to warn Overseas Chinese com- 
munities against participating in either 
of the KMT's twin devils — China's 
"United Front" activities, namely its ef- 
forts to promote negotiations with 
Taipei, and the Taiwan independence 
movement, which retains many adhe- 
rents among native Taiwanese commu- 
nities in the US and Japan. 

According to testimony presented at 
his trial, Hsu's political activities in 
Japan, where he had gone in 1982, were 
aimed at buttressing his claim to politi- 
cal-refugee status. His lawyer, Jackson 
C. J. Kuo, said that at the time of Hsu's 
initial application in 1982, Japanese im- 
migration authorities said his previous 
record as a political prisoner in Taiwan 
would not be enough. Hsu had been im- 
prisoned from 1970-75 for making “pro- 
communist propanda" by urging that 
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cluded. But a temporary scarcity of 
water does create irritants in bilateral 
ties sometimes, as drinking water 
appa in some parts of rural Johor are 
still largely dependent on the vagaries of 
nature. 


E: this year, Johor had a prolong- 
ed dry season which led the state 
authorities to warn people to reduce 
water usage or face rationing. In 1983, 
rationing had to be imposed in certain 
parts of Johor which were not 
adequately served by piped water, while 
supplies to Singapore were uninter- 
Se, iy Although such shortages tend 
to be localised and are not related to the 
Singapore supplies, some Malaysian 
politicians have called for — 
the duration of any revised pact wit 

Singapore. 

e very dependence of Singapore 
on Johor for water has raised questions 
in the Malaysian press. The Malis 
tabloid The Star commented in early 


E — A OX 
Chen's funeral: still-unexplained death. 
then president Chiang Kai-shek step 
down in favour of his son Chiang Ching- 
kuo. So Hsu set out to create a record in 
Japan. He printed up business cards list- 
ing himself as the chairman of the previ- 
ously’ unknown Taiwan Democratic 
Party, published one issue of a political 
magazine and drafted, but failed to 


send, a telegram to a US-based anti- 
KMT leader. 


D uring the one-day trial, the military 
prosecutors' main evidence compris- 
ed Hsu's name cards, the unsent telegram 
and copies of his application for asylum 
supplied by the Japanese authorities. A 
foreign analyst said that such interna- 
tional police cooperation, while stand- 
ard procedure in normal criminal cases, 
was "highly unusual" given the political 
nature of the Hsu case. The evident re- 
lationship between Taiwan and Japan- 
ese security organisations seemed to 


give credence to past charges by Japan- 
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August: “Has it not occurred to anyone 
else that as long as Singapore depends 
on us for this vital resource, Malaysia 
will always face a military threat if ever 
the Supp y has to be cut for one reason 
or another? 

"After all, it was no ordinary 
hothead who spoke about using the 
flaming sword tn the righteous cause of 
national survival. Let us think very care- 
sey before we give cause for some gen- 
eral to charge down the causeway with 
lance or flaming sword or some such in 
hand, tilting against our windmills — 
oops — reservoirs.” The general al- 
luded to was-Lee Hsien Loong, the 
elder son of Singapore Prime Minister 
Lee Kuan Yew, who joined his father’s 
cabinet as a junior minister this year, 
after retiring from the army. 

The commentary went on: “There is 
much to the adage that good fences 
make good neighbours. Far better, 
surely, that we begin a process of wean- 
ing the island now. They should know 


based anti-KMT elements that Japan- 
ese police agencies had harassed them, 
though their political activities were 
legal. 

The sharp US reaction to the arrest 
of Lee stemmed in part from the view 
that she was being persecuted for her 
professional activities as a newspaper 
publisher in the US. As one of three 
main Chinese-language newspapers in 
Los Angeles, the International Daily 
News, with a daily circulation of 58,000 
across the US, has provided wide cover- 
age of events in China and Taiwan. The 
Garrison Command's statement on the 
charges to be brought against Lee par- 
ticularly mentioned an interview the 
newspaper ran in 1982 with then 
Chinese ambassador to the US, Chai Zi- 
min, as an example of Lee's pro-com- 
munist leanings. 

A major question surrounding the 
Lee case involved the timing — and the 
motivation — for the arrest, since the 
Chai interview and other examples cited 
by the security agency were already old 
events. Opposition political circles 
speculated that the government wanted 
to make an example of her in the period 
leading up to the November elections as 
a warning to both the domestic and 
Overseas Chinese press. 

Reports in the local press hinted at 
another motivation. When Lee, à KMT 
member, had failed in July to gain 
the party's nomination to run for 
Kaohsiung County chief, she let it be 
known that she intended to run anyway 
as an independent. Fearing her poten- 
tial role as a spoiler in what is expected 
to be a close race between the KMT in- 
cumbent and a popular local opposition 
politician, the government may have 
wished to derail a possible campaign. 

The overall impact of the two cases 
appeared certain to further damage 
Taiwan's international reputation. As 
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what is theirs and what is ours. And. 
there should be no disputes on this 
score." 

The Star or its writers do not re- 
p official Malaysian views, but the 
ine of argument could appeal to 
populist sentiments. On its part, Singa- 
pore is apparently trying to mollify any 
such fears in Malaysia. Of late, the ex- 
change of goodwill delegations between 
the two countries have increased. and 
the level of cordiality is being highlight- 


ed in the Singapore press. Even routine — 


visits by Malaysian MPs and state as- 
semblymen in recent months have been 
accorded VIP status, with the visitors 
meeting the prime minister himself on 
Occasion. 

Singapore could also prove its good- 
will by being generougeimetmcontribu- 
tions towards thagffqpemddr 
works in Johor. A i 
lomacy betwee 
main a deft t 
foreseeable fut 
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one political analys T up, “It 
looks as if the security forces here have 
really shot themselves in the foot." 


> Robert Manning writes from Washing- — 
ton: The unusually strong US reaction 


to the arrest in Taiwan of Lee coupled 


with a US crackdown on the Bamboo | 


Gang, implicated in Liu's murder, por- 
tend an escalation of tensions between 
the US and Taiwan. ` 

The US State Department has issued 
a sharp statement concerning Lee's ar- 
rest, implying that further action may 
follow. In a key passage the statement 
said: “Arresting a US newspaper pub- 
lisher for her professional activities in 
the United States must be seen as an act 
of intimidation and harassment directed 
against individuals in the US." The use 
of the term "intimidation and harass- 
ment" by the State Department was à 
deliberate echo of the 1982 “Solarz 
Amendment" (named after the con- 
gressman) which bans arms sales to 
countries that engage in a "consistent 
pattern" of “intimidation and harass- 
ment" against people in the US. 

Asked about the statement, a US of- 
ficial told the REVIEW: "The language 
we used wasn't coincidental. It was in- 
tended to be an extremely strong state- 
ment.” Under the law, however, the 
president, not the congress, must deter- 
mine if there is a “consistent pattern.” 
Solarz says he believes incidents such as 
the Lee arrest and the Liu murder lead 
to the conclusion that there is such a pat- 
tern and feels that US arms sales to 
Taiwan — totalling some US$750 mil- 
lion a year — are so crucial to Taiwan 
that they would respond to US pressure. 

Well-placed congressional sources 
said the arrest of Lee was part of a gen- 
eral crackdown on dissent, and was 
done as a “useful deterrent” against 
other newspapers such as Lee's Oo 
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. By Suhaini Aznam in Kuala Lumpur 


A otherwise innocuous speech on 
Islam rang alarm bells in the gov- 
ernment recently. A brief reference to 
. special Malay rights — a sensitive sub- 
2 2 ject in multi-racial Malaysia — and its 
| subsequent reporting in the Mingguan 
!ü Malaysia, a widely read Malay-lan- 
— | guage newspaper, have both come 
—* q under official scrutiny. 

2 The ecient which sparked all the 


! ialogue session or- 





P. Thengin iba Pas vice-presi- 
- dent Abdul HadiAwang, a charismatic 
‘orator whose crowd-drawing powers 
| work among both rural and urban audi- 
A ences. 
| A During the question and answer ses- 
| si on which followed Hadi's speech, 

ae someone in the audience asked for Pas’ 
iews on Malay rights. Hadi replied that 
slam does not set out special rights for 








E alays. "The issue in an Islamic state is 
| ne rights of citizens and non-citizens," 

ve said. Pas’ stand, reiterated its infor- 
— mation chief Nakhaie Ahmad, is that 
| th rights of both Muslims and non- 
_| Muslims would be better protected in a 

| state governed by Islamic law. 
iio» Since — the special po- 
| Im ion of Malays with regard to lan- 
al a Ba. land — university and 
" | employment quotas, and other spheres 
is protected by the Malaysian Constitu- 
- | tion. Challenging the policy or ques- 
tioning its rationale is taboo, with vio- 
E lators risking accusations óf promoting 
| “ill-will and hostility" amon d hen coun- 

AC B dry's races and charges of sedition. 

But the initial press item reported 
= Hadi as saying t that Pas would do away 
- with special Malay rights if his party 
= came to power. Not surprisingly, the 
United Malays National Organisation 
. (Umno), the dominant Dus in the rul- 
= | ing National Front coalition, took im- 
E mediate note of the report. Umno's 
raison d'etre is to defend Malay rights 

and champion Malay interests. 
E Pas has since sent tapes of Hadi's 
| speech and the subsequent questions 
and answers to Horne Minister Datuk 
Musa Hitam, whose brief includes inter- 
3 nal security. The Home Ministry must 


— | now decide whether or not Hadi's re- 


marks were seditious. 
Umno's vociferous reaction to an un- 
Be confirmed report and a coincidence of 
È its timing — coming just before Umno’s 
E. general assembly session, to begin at the 
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No special rights 


Parti Islam causes a stir in its efforts to woo non-Muslims 


end of September — have raised doubts 
over the seriousness of the alleged 
transgression, A non-Malay politician 
suggested that it would be to Umno's 
advantage if assembly delegates vented 
their normal frustrations on some exter- 
nal, rather than a perceived intra-party, 
enemy. The Mingguan Malaysia, Sun- 
dav edition of the Utusan Melayu 
Group, is owned by key Umno figures. 
Beyond the issues of reportage, poli- 
tical advantage and a possible sedition 
charge, the controversy underscores 
just how far Pas has come from its days 
as a narrow, rural, Malay-based party. 
In former days Pas, which underwent a 
metamorphosis in 1982 when the cur- 
rent younger leadership took control, 
would not have allowed the subject of 





special Malay rights to arise. The old 
Pas, born before independence, was a 


party whose thrust 


nationalism. 


was Malay 


he audience Hadi addressed at 

Kuala Trengganu would have been 
atypical for the old Pas as well. But this 
year, Pas launched a new campaign. In 
addition to its existing Muslim support, 
it has begun wooing non-Muslims, espe- 
cially Chinese. A crowd of about 500, 
Pas sources claim, attended the Kuala 
Trengganu meeting — almost all of 
them Chinese. Some wanted to know if 
Pas accepted non-Muslims as members. 

Pas has held about 50 such gather- 
ings, most of them in small towns in 
Trengganu, Kelantan, Perlis, Kedah 
and Perak: Meetings in urban Kuala 
Lumpur are fewer but draw a larger 
crowd, a Pas worker said. 

Umno leaders dismiss Pas’ efforts as 
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a ye ile to v votes. And one 
rhetorically asked just how far Pas ig 
willing to compromise the Malay 
tion to gain à few hundred Chinese 
votes. 

Pas says its intention is merely to 
break down the walls of prejudice built 
up against it through the decades. “We 
want people to know Pas first-hand 
rather than through someone else's in- 
terpretation,” said Subky Latiff, an 
urban-based Pas leader. 

Such lectures and dialogues, more- 
over, are another way of spreading the 
faith — a Muslim duty, another Pas 
leader said. At the same time, Pas is not 
blind to the potential gains of enlarging 
its support base in a country where the 
Chinese form 31% of the population 
and Indians another 8.5%. 

“If our aims are to win Chinese vot- 
ers, then this is a long-term aim," Subky 
said. He readily admits that Pas stands 
little chance of winning Chinese votes 
right now. 

Knowing this, Umno has not to date 
been particularly worried about Pas' 
new focus of appeal. The more Pas turns 

to the Chinese, the easier for 
Umno to accuse it of being 
two-faced, an Umno politi- 
cian said. For while Pas ac- 
cuses Umno of working with 
infidels among its non-Mus- 
lim coalition partners, Pas it- 
self blatantly continues woo- 
ing the Chinese, he explained. 
Exchanges of recrimina- 
tions between the two parties 
led them to the brink of a 
widely publicised TV debate 
in 1984, which was called off 
. at the 11th hour when the 
p intervened. 
as is Umno's sole rival 
for the Malay vote and one 
which Umno has been able to 
keep comfortably at bay. Pas 
won five parliamentary seats 
in the 1982 general election 
but occupies only one seat 
today. Four Pas MPs quit the party in 
support of Pas' ousted former presi- 
dent, Datuk Asri Muda. 

At state level, Umno broke Pas' 20- 
year hold on Kelantan in 1978 and pro- 
ceeded to poer in development dollars 
to ensure that it stayed in Umno hands. 
Today Pas continues to enjoy strong 
support in the Malay-majority states, 
especially Trengganu, but forms no 
state government. 

But the 1982 scenario has changed. 
With Umno's major Chinese partner in 
the National .Front, the Malaysian 
Chinese Association, in disarray, the 
Chinese vote is less certain to go to the 
front. In constituencies where Umno 
and Pas hold almost equal sway, the 
Chinese vote can be decisive. Even if 
the Chinese merely boycott the, elec- 
tion, Pas could probably increase its 
edge sufficiently to gain a few more 
seats. 
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MALAYSIA? NO PROBLEM. 
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construction engineering projects anywhere in South East Asia. 

Whether it is supplying steel bridges to Indonesia, agricultural aircraft to China, 
or building a power station in Malaysia — get Australia's largest privately-owned 
construction engineering group working for you. 

The Transfield Group specialises in innovative solutions to tough engineering 
and construction problems. It can supply fabricated gf" 
steelwork and offers a wide range of management * 
services and construction expertise throughout South rad ransheld 
East Asia for any size project. Oo ded | 

PT. Trans-Bakric, Wisma Antarn, Jalan Merdeka 
Selatan No. 17, Jaktok, Indonesia. Tel. 62-21-5176106 
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AUSTRALIA 


Losing their teeth 


Union clout declines along with an eroding membership base 


By Hamish McDonald in Sydney 


E notoriously assertive trade 
unions are gripped by a sense of un- 
ease, even crisis, as new work arrange- 
ments erode their membership base and 
the country's deregulation debate fo- 
cuses on the complex web of laws and 
practices in industrial relations. 

The latest congress of the Australian 
Council of Trade Unions (ACTU), cov- 


ering 82% of Australian trade-union 


members, came a few days after its lead- 
ers had worked out a deal with the Aus- 
tralian Labor Party (ALP) government 
in Canberra to extend their “accord” on 
wage policy a further two years. 

In return for agreeing to let wage ad- 
justments drop a little behind the infla- 
tion rate to allow for the price effect of 
this year's sharp fall in the Australian 

- dollar, the ACTU had exacted pledges 
of future tax cuts and government sup- 
port for extension of superannuation 


- and other worker benefits. 


Since it began soon after the March 
1983 election of the ALP government 
awke, the 
wages accord has often been portrayed 
by the conservative opposition, the Lib- 


3 eral and National parties, as showing 
E 


"that Hawke was a captive of the trade 
unions, which he led as ACTU presi- 
dent for 10 years before entering parlia- 
ment in 1980. 

But when ACTU executive mem- 
 bers rose to win endorsement for the 
latest deal from the 1,200 congress del- 


Er packed into the Sydney Town 


ll over 9-13 September, the unions 
seemed just as much a prisoner of 
Hawke's consensus politics. Lions lay 
down with industrial lambs, as the fiery 
leftwinger John Halfpenny of the Amal- 
gamated Metal Workers Union dubbed 


| the accord as the “most effective and 


just way of distributing wages for a long 
time." 
The ACTU’s willingness to cooper- 
ate was further assured by the un-op- 
posed election of a new leadership. The 
two key full-time officers are both 
pragamatic-minded young economics 
graduates: Simon Crean, 36, son of 
Frank Crean, treasurer in the former 
Gough Whitlam ALP government, is 
the new ACTU president for a six-year 
term, and Bill Kelty, also 36, remains as 
secretary. 

The articulate Crean will show a 
higher profile for the unions than his 
predecessor Cliff Dolan, a former elec- 
trical mechanic, and will try to turn the 
union movements interest beyond 
wages and grievance-settling towards 
broader responses to changes in society. 
In a recent interview, Crean outlined 
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broader membership in superannuation 
schemes as a crucial preparation for the 
"greying" of the Australian population. 
In the ACTU congress, however, 
alarm bells were ringing over develop- 
ments that could be pushing the unions 
towards the periphery of social affairs. 
In particular, the new leader of the Lib- 
eral-National opposition | coalition, 
John Howard (REVIEW, 19 Sept.), 
loomed as an immediate threat. "Have 
no doubt, delegates," said ACTU vice- 
president John MacBean, *John How- 
ard will be a much more formidable op- 
onent than the trendy Andrew 
eacock." 
Howard has espoused as prime ob- 
jectives in government the virtual aboli- 
tion of the present centralised wage-fix- 


Crean: higher profile. 


ing system, built up around the quasi- 
judicial Commonwealth Conciliation 
and Arbitration Commission, essen- 
tially because its industry- or craft-wide 
wage awards — enforceable on employ- 
ers by law — take no account of the dif- 
fering “ability to pay” among individual 
enterprises. He proposes instead that 
enterprise workforces negotiate directly 
with their own employers. 





he second prong of Howard’s de- 

regulatory proposals is the “privati- 
sation” of several government corpora- 
tions, with Telecom Australia, internal 
carrier Trans-Australia Airlines (TAA) 
and the Commonwealth Trading Bank 
among them. This alarms the’ public- 
service unions- affiliated wi the 
ACTU. 
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The national arbitration commissior 
and its matching counterparts in the 
states have come under increasing at- 
tack in recent years from so-called eco- 
nomic “dries,” or free-market expo- 
nents, such as former treasury head 
John Stone. Their judges, who tend tc 
be lawyers or industrial-relations ex- 
perts rather than economists, are seer 
as dangerously prone to give in to exces- 
sive wage demands in difficult times, 
while their blanket awards prevent strug- 
gling companies from trimming costs. 

Before and in between the recession: 
Of recent vears, union advocates such a: 
Hawke had indeed won numerous new 
benefits for employees — including 
shorter working hours, extra leave 
loadings on leave payments, higher shift 
and weekend work allowances, mater- 
nity and, in the public service, paternity 
leave — which now bear heavily on em- 
ployers who complain these “on-costs” 
in some cases effectively double their 
wage bill. 

Two pet hates of the labour-market 
deregulators have been high youth 
wages, relative to adult rates set by the 
arbitration commission and the 
granting of substantial shift load- 
ings for retail and entertainment 
workers. The one is blamed for 
much of the high unemployment 
rate among young people, about 
20% compared with'8.4% in:the 
overall workforce, while the other 
is seen as choking the major source 
of new jobs — the service sector. 

Until Howard became opposi- 
tion leader, deregulation had only 
diffident support from business. 
Few exponents turned up at a re- 
cent government-commissioned 
inquiry into Australia's industrial- 
relations system headed by 
academic specialist Keith Han- 
cock, and the idea received only 
scant mention in Hancock's 700- 
page report tabled at the federal 
parliament in May. 

To the deregulation-minded this 
merely showed that Hancock had 
failed to break out of the “indus- 
trial-relations club" of employer 
representatives, union officials and acade- 
mic specialists like himself who had built 
their careers around the arbitration sys- 
tem. Hancock did point out that the arbi- 
tration system had been putting down 
roots for more than 80 years and might not 
be so easy to abolish as its critics had 
thought. 

Selling off state-owned corporations 
has also had a mixed response so far. 
Some government enterprises are im- 
mensely unpopular with their clients: 
Telecom Australia in particular is 
widely criticised for abusing its mono- 
poly powers and feather-beddirig its 
93,000 workforce. However, plans to 
sell off effective enterprises such às the 
Commonwealth Bank or Qantas Air- 
ways would probably meet a public out- 
cry. In some cases, improved perform- 
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ance would clearly not come from pri- 
vate ownership: dropping the domestic 
two-airline policy makes more sense 
than selling TAA, for example. 

Nor are stockmarkets enthused by 
the idea. A survey by the merchant 
bank Dominguez Barry Samuel Mon- 
tagu Ltd found that only two public cor- 
porations, Victorian Gas and Fuel 
Corp. and the Overseas Telecommuni- 
cations Commission, rated attractively 
compared with companies presently 
listed on national exchanges. 

The trade unions' biggest argument 
against deregulation is the present 
wages accord. For all its imperfections, 
including what will be a more delayed 
response to the dollar depreciation than 
most economists would advise, the ac- 
cord has brought more than two years of 
wage stability and moderation. 

Union leaders have been comparin 
this with the wage explosion which too 
place in 1981 under the previous Lib- 
eral-National government, in which 
Howard was treasurer, and in previous 
periods of economic recovery. This is an 
inappropriate comparison as those 
wage surges were the result of free-for- 
all campaigns within the arbitration sys- 
tem, but Howard will have to labour 
hard to counter it and promote his Ame- 
rican-model alternative. 

By the same token, the unions have 
become uncomfortably aware that 
should the accord break down because 
of indiscipline on their part, the support 
for sweeping deregulation can only 
grow. Crean warned ACTU congress 
delegates that given the hostile environ- 
ment in which the unions now lived, 
they would be judged by their worst-be- 
haved element. 


Omics polls have been showing a 
steady drop in public approval of 
union activities in recent years, with big 
majorities saying they had little confi- 
dence in unions or their leaders. Scan- 
dals have had some bearing on this: a 
waterfront union in Melbourne was 
found to be infested with criminals and 
the conduit for a massive tax-dodging 
operation, while Builders Labourers 
Federation boss Norm Gallagher was 
jailed this year for taking kick-backs 
from construction firms. 

Probably the biggest factors have 
been the frequency of strikes affecting 
the daily life of ordinary people and a 
sense that unions had been pricing Aus- 
tralia out of its markets. Although 
working time lost through strikes has 
been at a very low level under the ac- 
cord, strikes still bring disruptions to 
transport and essential supplies. Often a 
demarcation dispute between unions is 
the cause. 

Overall union membership has held 
up at a high 55% of the workforce, com- 
pared with 45% in Britain and 16% in 
the US. But this is an uncertain mea- 
surement of Pop anity, given that 


closed-shop conditions make union 
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places. 

In addition, the weighting of the 
ACTU’s 157 affiliated unions ts chang- 
ing. Membership of the blue-collar 
unions is stagnant or falling, partly as a 
result of recession and partly from struc- 
tural change. The biggest and fastest- 
growing unions are now the white-collar 
unions representing public servants, 
bank workers and teachers. 

Where blue-collar unions such as the 
Australian Workers Union, covering 
sheep shearers and farm workers, the 
Seamen's Union and the Waterside 
Workers Federation can draw on the 
country's egalitarian mystique, militant 
action by unions representing teachers 
or bureaucrats can often look like abuse 
of privilege and trust. One of the most 
vigorous critics of the public-service 
unions is former labour minister Clyde 
Cameron, who claimed he was "con- 
ned" into granting benefits such as flex- 
ible working hours during the 1972-75 
Whitlam government. 

One test of public opinion has put 
fear into the unions. In February, the 


National Party premier of Queensland, 
Joh Bjelke-Petersen, sacked some 850 
linesmen working for the Southeast 
Queensland Electricity Commission 
after blackouts caused by a series of 
strikes over the use of contract labour 
for lopping trees. Attempts by the 


ACTU to isolate Queensland through 
transport blockades have failed misera- 
bly. 

Sensing widespread public support, 
Bjelke-Petersen pushed new industrial 
laws through his state parliament that 
banned strikes in specified essential in- 
dustries and announced plans to let en- 
terprises of under 50 employees drop 
out of state industrial awards if 60% of 
the workforce approved. A law rushed 
through by the Hawke government to 
let workers quickly transfer to federal 
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igh Court. 
Apart from Tasmania, the ALP gov- 


erns in all other states, and it may be | 


some time before attempts to emulate 
Queensland are made. But even ALP 
premiers such as Neville Wran in New 
South Wales have been letting their 
exasperation show, with that state hit 
this year by strikes in the railways, high 


schools and mental hospitals. 
d bens are also worried about ero- 
sion of their position by a shift out 
of full-time employee positions. From 
1966-84, part-time employment grew 
158% compared with only 32% growth 
in full-time jobs. In addition, a 
growing number of workers are opting 
out of employee relationships to be- 
come contractors to their former 
boss. 

A dispute at a small Northern Terri- 
tory abattoir, which processes buffalo 
meat for export, has become an indus- 
trial test case. The owner of the Mud- 
ginberri concern reached agreement 
with his workers to rehire them as con- 
tractors, rather than keep them 
under the relevant award for 
meatworkers. The contractors get 
twice their former salary, while 
forgoing benefits such as leave 
and workers’ insurance, and 
labour costs have dropped by two- 
thirds because of improved out- 
put. 

The Australasian Meat Work- 
ers Employees Union placed a 


picket around the abattoir in Ys 
and faced nearly A$250,000 


(US$170,068) in fines from a 
federal court in the first use of 
tough trade-practices legislation 
enacted by the Malcolm Fraser 
government in 1977, With some 


the union in refusing to pay the 
fines. The Hawke government. by 
refusing to order meat inspectors 
to cross the picket line to clear 
meat for export, has also passively 
helped the union campaign. 

The ACTU leaders argue 
strongly that the freedom and in some 
cases high earnings brought with the 
"casualisation" of the workforce is illu- 
sory. The benefits and security forgone 
are substantial, while the “indepen- 
dence" of the contract worker can be as 
nominal as that of the tightly controlled 
shitauke pyramid beneath Japanese in- 
dustrial companies. 

However it could be hard to argue 
this when 50 export abattoirs, operating 
under the unions' preferred system, 
have closed in the past six years of dif- 
ficult drought conditions, leaving 70 in 
operation. Nor have the ACTU or the 
Hawke government offered much alter- 
native to the teenager working part- 
ume at a McDonald's hamburger shop 
or the home-computer operator with her 
take-home word processing. 


membership compulsory | y in many work- | jurisdi ction was ruled invalid ‘by the ` 





hesitation the ACTU has backed 
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me T utility and relevance of Asean to 
Indonesia has begun to be ques- 

y tioned more openly in Jakarta. For 

— | some observers, this development may 

e come as a surprise. After all, Indonesia 

- | played a decisive role in establishing the 

— | association. In reporting to the People's 

— | Consultative Assembly in March 1968, 

— —]| President Suharto stated publicly that 
— | Asean had been formed “at Indonesia's 

= | initiative." 

E Surprise may derive also from the ex- 
| tent to which such questioning goes 
| against the grain of conventional wis- 

| dom. Intramural differences within 

Asean have been noted from time to 

—] time but, by and large, the association 

— | hasenjoyed a good press as an example 

. of how to conduct regional cooperation. 
E The degree of dissatisfaction with 

a = Asean in Indonesia should not be 
—] exaggerated. That dissatisfaction varies 

— | within the foreign-policy elite from à 

| sense of irritation to a strident rejec- 

ze tionism. There is no consensus for cut- 
| ting free from Asean and going it alone. 
| f . Suharto's commitment as the critical 
| founding father has not been revised. 

— | Nonetheless, in Jakarta there is an evi- 

_ | dent tendency to talk in terms of alter- 

| natives, if vaguely so. And just as there 

— ] is a greater willingness to discuss In- 

donesia after Suharto, so there is a cor- 

| responding willingness to contemplate 

— | Indonesia without Asean. 

E In Indonesia, the general source of 

^ed dissatisfaction with Asean arises from a 

failure to find political achievement to 

compensate for disappointed expecta- 

k tions in economic cooperation: Ironi- 
] cally, political dissatisfaction stems 

from Asean’s greatest diplomatic suc- 

cess; namely, its collective stand over 

Cambodia. That policy has been viewed 

increasingly as a fruitless and pointless 

exercise. The extent to which it has been 
| inspired by Thai-Chinese association 

- | makes it especially suspect. 
| Frustration over Cambodia has been 

compounded recently by the alleged 

failure of Malaysia's Foreign Ministry 

p to do its homework and consult ade- 

quately in promoting its proximity- 
talks initiative. More galling was the ap- 
arent unwillingness of  Malaysia's 
rime Minister Datuk Seri Mahathir 
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Indonesia in Asean — fed up 
_ | being led by the nose 


Mohamad to respect the consensus 
reached at the Asean ministerial meet- 
ing in Jakarta in July 1984 over the deci- 
sion, inspired by Indonesia, on human- 
resources development reached with 
Pacific dialogue partners. Although 
Mahathir was prevailed upon to reverse 
his position, he had established a prece- 
dent in violating the fundamental pro- 
cedural principle which is the basis of 
the Asean’s working cooperation. 

The disarray barely concealed at the 
Asean ministerial meeting in July has 
coincided with a perceptible assertive- 
ness in the conduct of Indonesia's 


foreign policy. Forty years on from the 
proclamation of independence, there ts 
a widely held sense of achievement 
which finds expression in a desire for a 
higher international profile. One forth- 


=, 


Suharto: critical founding father. 


coming expression will be Suharto's 
keynote speech before the United Na- 
tions Food and Agriculture Organisa- 
tion in Rome in November. And though 
he did not encourage his Foreign Minis- 
try to canvass support for Indonesia to 
become the next chairman of the non- 
aligned movement, that role would not 
likely have been refused if offered. 

The evident constraints imposed by 
the requirements of partnership within 
Asean are not easy to reconcile with the 
sense of achievement rooted in political 
stability and economic development. 
Moreover, when Indonesia's regional 
partners are contemplated, the assess- 
ment is very mixed. The contrast is 
often drawn between the republic which 
had to fight for its independence and the 
rest of the membership which did not. 

Thailand goes its own sweet way 
over Cambodia leading Indonesia, 
some way, by the nose. The Philippines 
is in a condition of political —* which 
may be irreversible. Malaysia has be- 
come an erratic and unpredictable part- 
ner. Brunei is much more of a family 
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business than a state, while Singapore, 
always to be taken seriously, is smaller 
than an island in the middle of Lake 
Toba in Sumatra. 

This kind of derisory reductionism is 
hardly the prevailing view, but it does 
indicate at one extreme the direction in 
which attitudes appear to be moving. 
That said, at the level of actual decision- 
making, the virtues of continuing mem- 
bership are not discounted. The sense of 
community is valued together with a 
measure of institutionalised coopera- 
tion. Moreover, the degree of interna- 
tional standing conferred by the atten- 
dance of Western foreign ministers 
every year after the annual Asean 
ministerial meeting is valued. Corres- 
pondingly, the ability to bargain 
economically as a group is an evident 
asset as Indonesia begins to face the 
consequences of a steady reduction in 
oil prices and production. 

There is no tangible alternative to 
Asean on offer, only the re-emergence 
of a frustrated desire to play a greater 
role. Moreover, there is no intention at 
the level of decision-making to destroy 
overnight a measure of trust among re- 


bur. there is a growin 
willingness in Jakarta to think 
aloud about the unthinkable 


[Indonesia without Asean] 
because Asean is seen to be 
holding Indonesia back. ? 





gional partners built up so assiduously 
over the years since the end of Confron- 
tation in 1965. 

In a political system where major 
foreign-policy decisions rest with the 
president, with whom the foreign minis- 
ter is in tune, there is too much capital 
invested in Asean for growing dissatis- 
faction to influence policy for the time 
being. For Indonesia to leave Asean 
would be an event comparable to 
former president Sukarno's impetuous 
action in leaving the UN in January 
1965. Nonetheless, there is a growing 
willingness in Jakarta to think aloud 
about the unthinkable because Asean is 
seen to be holding Indonesia back. 

Within Indonesia, a transfer of gen- 
erations is being completed, especially 
in the armed forces which has just 
undergone a major re-organisation. 
That transfer may not culminate politi- 
cally in 1988 because Suharto could well 
have à further term of office. But when 
he does leave office, then Indonesia's 
commitment to Asean may be reap- 
praised despite the rationality of argu- 
ments in support of continuing member- 
ship. However unlikely a prospect, it is 
one that Indonesia's regional partners 
would be wise to take into account. E 
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necessarily the way you saw them. And that kind of camera sees the same way no matter who 
pushes the button. But there's a way. There is the Hasselblad. Guess why it is used by 
most leading photographers in the world (as well as by the astronauts). It is not only because of 
its exceptional quality. It is because the advanced technology of the Hasselblad is 


made to serve you, not control you. The Hasselblad is made to see the world with 





your eyes. 
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Whatever became of l 
First Class travel in Asia? 


While many airlines have been reducing or even abandoning their First Class service in the Far Fast, 

we re not only keeping ours, but improving it. 

In our fleet of Super TriStars, we're increasing the size of our First Class cabins to give you lots more space 
We're putting irrelaxing Dozer seats so you can put your feet up even on short stretches 


- G 
We're adding more storage space for hand luggage and even suit bags 


What remains unchanged however, is our f f 
* 

uncompromisingly First Class service. 

Cathay Pacific First Class. On every one of our flights, Wi 







in Asta and around the world 


After all, we want you to arrive in the best Z/ 
possible shape j / 
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Tokyo hotel room with my Japanese 
wife while the maid was cleaning the 
room. Sipping a glass of water, my wife 
remarked on the overwhelming taste of 
chemicals and:fluoride in Tokyo's water 


supply (it's true: one way to destroy a 


whiskv-water is to use water from 
Tokyo's taps). The maid inquired 
sweetly of my wife: "Are you from the 


country?" My wife replied politely 


enough, but she was furious. In Tokyo 
such a question implies that the visitor is 
a yokel, a country bumpkin unused to 

the city's sophistication. 
It struck me then that had a similar 
scene been enacted in a London hotel, 
^. the question would have been. meant, 
=p and accepted, as a compliment. Every- 
one in Britain knows that any lady 
or gentleman spends as little time as 
possible in the metropolis; as soon as his 
or her business has been completed, a 


quick retreat is beaten to a country re- 


treat. 
e THE life-style of the landed gentry 
has unfortunately established itself as a 
model for the upwardly mobile of Bri- 
tain. As soon as Mr and Mrs Middle 
Class can afford to, they buy a house in 
the country, even if itis only a run-down 
cottage previously occupied by an 
underpaid agricultural labourer. They 
bore everyone stiff with their accounts 
of how they've done the place up 
(“Roger completely re-wired the place 
and we've discovered a wonderful little 
man who works in wrought-iron”), at- 
tempt frustratedly to ingratiate them- 
selves with the “locals” (ending up with 
a circle of fallow. w ceke nder) and in- 
vite their London friends down. If they 
haven't made the grade of owning a 
place themselves, they do their best to 
et themselves invited to others' places 
I used to work with a journalist who 


rented a bed-sitter in Paddington, but 


he'd come to the office every Friday 
wearing a sports jacket with leather- 
pus elbows, to give the impression 
e was off to the country after work). - 
€ EVERY weekend, London's roads 
. and railways carry hundreds of 
thousands of owners of miniscule coun- 
try estates and their guests: out for 
damp, chilly interludes with Mother Na- 
ture. They dress down in tweeds, shape- 
less hats, old army groundsheets and 
wellington boots. They take the dog — 
preferably a spaniel with wringing wet 
hair and chronic halitosis — out for long 
walks through the misty rain and return 
for a cup of tea, sitting on lumpy sofas 
carefully strewn with copies of Country 
Life and House and Garden. Later they 
may go to the local pub where they try to 
make intelligent conversation about the 
=| harvest. Generally, they try to pretend 
| thatthe 20th century never happened. 

- We all know that Britain's decline 
can be attributed to a variety of causes 










de e A COUPLE of years ago, I was ina 


— two World Wars, the loss of Empire, 
the Welfare State, the trade unions, 





inept management — take your choice; 
but I have often wondered how much 
the pervasive nostalgia for country life 
has contributed to Britains half- 


_ hearted entry into the white heat of the 


technological revolution, as Harold 
Wilson once absurdly put it. For the life 


everyone yearns for is the antithesis of 
 modernity; it is for 18th-century Eng- 


land. It is anti-urban: London becomes 


the Great Wen. Animals are more im- 


portant. than machines: though cars or 
trains are unfortunate necessities for 
reaching rural isolation, once there the 
dog and the horse take over (daughters 
are dispatched to stables for riding les- 
sons). 

e | BOW to no one in my admiration of 
the useful unifying role played by the 
monarchy, which exerts a. powerful 
symbolism in Britain, as it does in 


Japan. A similar force was at work in 


Thailand a few weeks ago and helped 
ensure that the latest attempted coup 


would fail. But monarchs can be mod- 
ern: Japan's emperor is a scientist, and 


Thailand's king leaves Bangkok for the 


ting his prestige. behind his own de- 
velopmental projects. Britain's royal 
family have little time for city life: they 

appear less at home in cars than on 
horseback or in horse-drawn carriages 
and. obviously prefer a day eee 
or steeple-chasing to an evening at the 
theatre. They spend the minimum 
amount of time in Buckingham Palace, 

hightailing it for Windsor, Sandringham 
or Balmoral whenever possible. There 
they also don tweeds, ride horses (and 
breed them), stalk stags and slaughter 
birds. And thousands of British families 
do their best to follow sutt. Like latter- 
day Evelyn Waughs, who satirised the 
urban world of Lady Metroland by 
adopting the persona of a red-faced, 

bad-tempered country squire, the Bri- 
tish migrate back into rural timelessness 
every weekend. 

Alistair Cooke was recently describ- 
ing similar behavioural patterns in the 
US, whereby the denizens of Manhat- 
tan migrate to country retreats on Long 
Island {or Westchester or Rhode Is- 
land), aping in their turn the patterns es- 
tablished by the Vanderbilts and Rocke- 
fellers. But these are mostly annual 
migrations; Manhattan at the weekend 
is not em ty of all but tourists, as Lon- 
don bud is. Americans — and Japan- 
ese — seem to me to have come to terms 
with metropolitan life as. the. British 
never — and few feel constrained to 






t t every spportunity. 
| abroad thoughts from. home 






ispired by a sad and mistaken pil- 
grimage. b back to Britain to attend my 
first reun ion dinner at the old college, 
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countryside as a force for progress, put- 



































































after a ‘gap of. 
Heaven help me. 


careers as banke 3; business 
bureaucrats, plus the odd (v 
academic or churchman. 

€ AFTER the ritual dinner, mai 
aging alumni crowded into one o 
stitution's several innovations, 
pub. But it boasted none of t 
Bohemian atmosphere of t 

Common Room and ¢ 
medieval timber: indeec 
lar pubs abound in am 
slum areas, right dow 
and bar billiards. t 
facilities were occupi 
and a couple of gir 
are another college 
young women sporte 
sagging beneath | 
blouses, huge butte 
cealed by drum-tight jez 
and ankles, —— w 


by razor; they v were appare 
in Oxfam rejects, and one 
original social gesture of 
tattooed from shoulde 
studiously ignored the € 
sion and in hostile 
themselves to the dart boar 
liards. In response to a bet; 
Old Boys approached them 
were thev, he asked, conn 
college, or just visiting? I 
one of the female slags com 
in a South London whin 
tion that two of them were. 
and three undergraduate 
lege. I tried to equate this 
knowledge that entrance to. € 
Cambridge these days usual 
two or three As in the A-leve 
and failed to-do so. B 

The next day we saw the tat 
yobbo on the pavement outsid 
College. He was busking — c 
with upturned hat for the tou 
~~ thrashing away at a guitar 
a song about how "Them w 
threw us niggers out of tow 
€ PERHAPS he and his 
one explanation of Bri 
migrations away from 
But the moral for me was plaim ne 
try again to go à la recherche du tei 
pe — are lost fore 
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| New books for old 





Indonesia's verdict on Sukarno is being revised 


By Lincoln Kaye in Jakarta 

66 N ugroho blackens history” scream- 
ed the headline in one of the 

more sensational newspapers here. The 


| article went on to decry the depiction 


iy 
4 


of Indonesia’s founding president, 
Sukarno, in a history textbook co-au- 
- thored by the late minister of education 


- and culture, Nugroho Notosusanto. But 


| 












| 
ii ig 


»" | 


what has been most blackened in the 
course of a continuing historiographic 
controversy is the memory of Nu- 


_ groho himself, a scholar-turned-bureau- 


crat who died suddenly of a heart attack 


- at the age of 54 (REVIEW, 15 Aug.). 


In testimony about the offending 


| Eon History of the Struggle of our 


ople (PSPB), Fuad Hassan, Nu- 
groho's successor, summed up the gen- 


A jene verdict before a parliamentary 


‘committee: “Lying to children is a sin. 


| And many veterans of the indepen- 


— dence struggle and the turbulent chan x 
_ from the old order to the new, see t 

current debate as a long-overdue re- 
examination of the way Indonesia's re- 


| cent history is presented. The PSPB's 


version of the mid-1960s — with the 
military as the sole bulwark against 
^ communist-fostered social disintegra- 


| poen during Sukarno's twilight years — 


| 
| 


| 
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is long been a main prop of the current 
pime s self-legitimisation. Hardly any 
sviation from this line has been toler- 
py in Indonesian schools. 
Indeed, the Education Ministry's 


y James Clad in Kuala Lumpur 

hat is the a ag pece of the 
powerful media within human 
society?" Malaysia's Prime Minister 


-Datuk Seri Mahathir Mohamad rhetori- 
cally asked hundreds of Asean jour- 


nalists assembled in Kuala Lumpur for a 
five-day convention starting on 18 Sep- 
tember. The Malaysian leader offered 
one answer: “For a society recariously 
balanced on the razor's files — and I 


. would say that Malaysia is in this posi- 


tion — where one false or even true 
word can lead to calamity, it is criminal 
nsibility to allow for that one 

to be uttered." 
"The somewhat ambitiously entitled 


| World Press Convention came 10 years 


— after the formation of its sponsor, the 
Confederation of Asean Journalists 


new open-mindedness on the question 
— limited and belated though it is — 
strikes some political observers as a sign 
of mellowing on the part of the New 
Order government. elf- confident in 
their development achievements and 
nearing the culmination of their public- 
service careers, President Suharto and 





Sukarno: opportunistic history. 


| The. media’s proper place 


poseen journalists discuss freedom and responsibility 


(CAJ). About 7,000 journalists from 
five of the six Asean countries belong to 
the umbrella CAJ via their member- 
ships in national organisations or 
trade unions. Since 1975 the CAJ has 
run training programmes, distributed 
awards and published a newsletter. 
With US$20,000 from the US-based 
Asia Foundation, the group is studying 
the press laws of Asean member coun- 
tries. 

While most conference partici- 
pants came from Asean countries 
(though Brunei was not represent- 
ed), others from outside the region — 
generally with civil- liberties or trade- 
union interests — also attended. In 
addition, two senior journalists from 
the Hongkong branch of China's offi- 


DEREK DAVIES 


by now care more to establish their con- 
tinuity with Indonesia’s founding ideals 
than to secure their ascendancy over 
their charismatic predecessors. That the 
palace has retained a lively interest in 
the PSPB was attested by Fuad early 
along in the controversy: the president 
himself had approved the textbook’s re- 
vision, he told reporters. 

That reassurance should go a long 
way to soothe the qualms of Indonesia's 
timorous scholars, in the view of one of 


their somewhat disillusioned col- 
leagues. “I can’t claim to be very proud 
of my profession, watching the 


academics dance like this on Nugroho’s 
grave,” he privately admitted. Other 
professors wondered whether it might 
not have been less divisive to have sim- 
ply retracted the PSPB without so much 
fanfare, and one Education Minis- 
try functionary, Anhar Gonggong, 
noted in Nugroho's defence that the dif- 
ferent conditions at the time of the 
PSPB's writing warranted a different 
historiographic approach. 

Rationalisations like this, retorted 
an editorial in the daily Sinar Harapan, 
"will produce opportunistic historians. 
Our history textbooks will be mere 
cheap propaganda materials which have 
to be changed according to the situa- 
tion. 

Such was the case during Nugroho’s 
cabinet tenure, his critics maintain. As 
minister, academic colleagues charged, 
Nugroho had retained the * 'caged par- 
rot" instincts he had acquired previ- 
ously as head of the Armed Forces His- 
toric Centre. His writings, includin s des 
PSPB textbook, were dismisse 
some as “mere apologetics” for the mii 
ing New Order government. Critics ac- 


cial Xinhua newsagency were invited. 
The Malaysian authorities showed 
reat interest in the event. Apart from 
ahathir, Deputy Prime Minister and 
Home Affairs Minister Datuk Musa 
Hitam, Agriculture Minister Anwar Ib- 
rahim and National and Rural Develop- 
ment Minister Datuk Sanusi Junid also 
met the CAJ delegates. 

At the convention, provocative — 
even spirited — discussions turned on 
new media technologies and journal- 
ism. The "protection of journalists on 
dangerous assi ts" formed another 
conference topic, while the perennial 
contradiction between press freedom 
and responsibility also attracted parti- 
cular interest. 


he freedom discussions attract- 
ed the most attention, perhaps be- 
cause the issue is a sensitive one in most 
Asean countries. In Malaysia, for exam- 


ple, both fo and local journalists 
were recen er nterrogated under the 
country's Official Secrets Act, and e 


editor of a Malaysian M 
business periodical recently his job job 
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| -mphasist g the mili 
tary role to the exclusion of such 
other nation-building forces as the 
nationalist, populist or Islamic political 
movements. Nugroho distorted the pic- 
ture further, the critics add, by divorc- 
ing Indonesia's post-independence era 
from its broader historic context, both 
in his writings and in curricular changes 


he introduced. 


he latest round of the PSPB debate 

was triggered off by a seminar held at 
The Seventeenth of August University 
(or Untag, in its Indonesian acronym), 
an institution named after the date of 
the republic's 1945 proclamation of in- 
dependence and described by one 
academic as “a hotbed of Sukarnoism. " 
Untag scholars have consistently — al- 
beit cautiously — questioned the play- 
ing down of the first president’s con- 
tribution in Nugroho's textbook, which 
has been used in junior high schools 
since 1976. But this time, authorities 
were far quicker on the uptake than 
they ever have been after any previous 
Untag history seminar. 

The very next day, the Education 
Ministry's research and development 
director, Harsja Bachtiar, promised 
that the PSPB book would be with- 


. drawn from the schools and a panel of 


scholars would be convened to draft a 
new text. Only later was it revealed 
that, even while Nugroho was still in 
charge, his ministry had already revised 
the 1984 edition of the textbook to de- 
lete a couple of sentences that were re- 
peatedly cited by critics as particularly 
offensive. On page 154, older editions 
of the book alleged that "President 
Sukarno himself received commissions 
from foreign enterprises that imported 


— in part because of a 16 July editorial 
critical of the political leadership. 
Whether CAJ calls for press free- 
dom are getting through to gov- 
ernments is questionable. Despite its 
good reach into Asean political and 
media establishments — for example, 
CAJ's first executive board comprised 
the present Indonesian information 
minister and the current editors of top 
Jakarta and Kuala Lumpur newspapers 
— the CAJ finds shortcomings in the re- 


gion. 

Strong Philippine and host-country 
voices meant that perceived shortcom- 
ings in press freedom in these two coun- 
tries received disproportionate atten- 
tion. Philippine Civil Liberties Union 
chairman Luis Mauricio spoke about a 
"loss of credibility" accompanying mar- 
tial-law press constraints and described 
current press liberty in his country as 
"brinkmanship growing in intensity" 
since the assassination of Philippine op- 
position leader Benigno Aquino in Au- 


gust 1983. 
As host organisers of the 
CAJ conference, ysia’s National 
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there were stashed millions of dollars in 
the president's name." 

ithout proof, Harsja pointed out, 
such assertions are libellous. However, 
most of the current controversy seemed 
to centre not on the accuracy of the 
PSPB's text, but on its seemliness. 
Sukarno's daughter and granddaughter 
told reporters in interviews that Nu- 
roho's book was mortifying to the 
irst president's descendants. Current 
power-holders, too, could be poten- 
tially embarrassed by overzealous dis- 
crediting of their predecessors. A 
maus ier columnist in the Eng- 
ish-language Daily Observer suggested 





Union of Journalists (NUJ) has also be- 
come more vocal about what it calls 
"barriers to freedom of speech." At its 
last biennial conference a year ago, the 
NUJ called for these as well as “other 
barriers which are extra-judicial and 
contrary to constitutional guarantees of 
freedom of expression and association" 
to be removed “through reasoned per- 
suasion." 


M isgivings among Malaysians over 
these alleged shortcomings have 
wn recently. Two local journalists 
ve won consecutively the top Tokyo 
Fore Correspondents’ Club essay 
award for 1984 and 1985: in each case 
the theme was freedom. 

The 1984 winner, Tan Boon Kean, 
wrote that “the time is perhaps coming 
when [Malaysian journalists] may have 
to abandon ornate reporting and do 
what [George] Orwell did: become 


pamphleteers." And Ho Sook Han's 
winning e this year commented that 
"press in Malaysia certainly 


does not embrace the American con- 
cept of the press as an aggressive, 
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might, later, embarrass today’s | 
with similar revelations. J 
Without publicly naming the | 
panelists, Fuad told parliamentarians” 
that the board of scholarly advisers set — 
up by his ministry to draft a new fext 
would first convene in late September, | 
barely a fortnight after the Untag semi- 
nar. Meanwhile, Fuad wished all parties T 
to the debate would tone down ther P 
polemics, which only served to mix up 
schoolchildren and disrupt teaching. In 
due course, Fuad promised, the book - 
would be assessed for its didactic effec- — 
tiveness, factuality and “relevance” ~ 
Harsja, for his part, publicly wondered” 
whether it was entirely relevant to stress ` 
the negative aspects of a national figure ^ 
when the “aim of history lessons [is to] 
foster national pride among students." 
The desire to instil approved values. 
in schoolchildren has led to sometimes. - 
heavy-handed measures in the past. So 
"bureaucratised" is academia by now, a 
Jogjakarta lecturer charged in a com- 
mentary in Sinar Harapan, that teachers 
have come to see themselves as “reg- - 
ulators" of campus calm rather —— 
“facilitators” of independent thought, — 
In his parliamentary testimony, 
Fuad noted that the Education Ministry — 
has a charter to promote awareness of - 
Indonesia's post-independence history — 
and the five-point state ideology of Pan- | 
casila (belief in God, the sovereignty of — 
the people, national unity, social justice 
and humanity). But he denied that the 
only way to accomplish this is through — 
the proliferation of expressly desig- - 
nated courses. He proposed to rational- — 
ise the curriculum: “One cake 
delicious, but 10 cakes can be nauseat 
ing," Faud said. | 
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rhaps even obnoxious, adversary ... 
ndeed no, not as long as the Malaysian 
Government feels it cannot risk en- - 
couraging a bolder press for reasons - 
usually cited as * unity and na- 
tional security’ — reasons which of . 
course have a certain validity: the hard — 
question is, how much?" NH 
Malaysian journalists could be more — 
successful, Ho said, “with money, time — 
= much — She added: “It would 
a uire the government to recne M 
nise that a more, not less, liberal at- | 
titude is essential . . . Unfortunately, the 
signs at the moment seem to suggest a 
shift in the other direction." Ho con 
tinued: *As one wit noted, free- — 
dom in Malaysia may mean A of | 
speech’ but not 'freedomafterspeech'." 1 
But, as Mahathir noted in his address | 
to her peers, the argument cuts both 
ways. “Power tends to corrupt, and ab- 
solute power tends to corrupt absolute- 
ly,” he cautioned, paraphrasing Lord 
cton. “By what magical formula is the 
media itself, with all its awesome power, 
exempt from this inexorable tendency? 
F too can corrupt...” oO 
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will press claims for 
n from France for the 
> Greenpeace International 
uclear yacht Rainbow Warrior in 
ike of an admission by the French 
ent that it was sunk by its sec- 
acting under official orders. 
ission, after two months of 
ous denials and a whitewash re- 
'y former Gaullist minister Ber- 
Tricot, has rocked the French 
ernment's tenuous hold on power 
uelled Wellington's anger at what 
_ Zealand Prime Minister David 
ge has called “an outrage, a viola- 
X New Zealand's sovereignty.” 

at anger is intensified by flat 
h refusals to put the agents on trial 
How their extradition to face trial in 
Zealand — on the grounds that 
vere acting under orders. Lange 
ed this "provocative and inflammat- 



































layan Chanda in Washington 
Ye visit to the US by the New Zea- 
and Deputy Prime Minister Geof- 
y Palmer has failed to narrow the rift 
een the two Anzus defence pact 
iners, raising fears not only about 
her damage to the alliance but also 
bout increased difficulty for the US 
'y in other parts of the world. 
€ REVIEW has learned that the US 
wn a New Zealand invitation 
ie. port visits by sending a non- 
capable ship in the near future. 
nave told Palmer that until 
ents have been worked out for 
operation, the US would 
ne-off visits. — 
'ton has also rebuffed a New 
oposal for a confidential US 
that it send only conven- 
nd non-nuclear capable ships to 
ealand on condition that the US 
not be asked publicly to confirm 
r deny. the presence of nuclear 
/eapons on. board the visiting vessels. 
hey have put a sugar coating on it," 
administration source said, "but it re- 
uns too large a pill for us to swallow." 
Juring his three-day visit (18-21 
tember), Palmer held talks with Sec- 
of State George Shultz and Sec- 
of Defence Caspar Weinberger. 
rse statement the State Depart- 
that “the sides did not arrive 
ially agreeable solution, but 
€ to hope that one is possible.” 

























| 
ory." New Zealand and France were not 
at war, he said, and the defence of act- 
ing under orders was not recognised in 
international law. 

Two agents, Cmdr Alain Mafart and 
Capt. Dominique Prieur, are being held 
in jail m New Zealand — Prieur in 
makeshift facilities at an armed forces 
corrective establishment, and Mafart in 
the Paremoremo | maximum-security 
prison, both near Auckland. They are 
to go on trial on 4 November for arson, 
murder and conspiracy. The other five 
agentsinvolved in the Rainbow Warrior 
affair are free in France. 

Tricot's report on 25 August iden- 
tified only five agents and exonerated 
all from carrying out the bombing, in 
which photographer Fernando Pereira 
was killed. But four weeks later the 
Paris newspaper Le Monde reported 
that two other unnamed agents had in 





Naiving the Anzus rules 


nge's compromise has not impressed the US Navy 


While the expression of hope for a 
solution indicates Washington's desire 
not to bang the door publicly, in private 
the officials reportedly put their posi- 
tion bluntly. If New Zealand went | 
ahead with passing its anti-nuclear legis- | 
lation without resolving the issue of US 
ship visits, officials warned, the US 
might end all obligation to come to 
Wellington's help in any security emer- 
gency. .. I 

While the government of New Zea- 
land Prime Minister David Lange is 
clearly keen to reach a settlement on the 
issue — and feels that it has made a ges- 
ture by offering to consult Washington - 
before introducing its anti-nuclear legis- 
lation to parliament — the US is not im- 

ressed. More than the contents of the | 
egislation; the fact that New Zealand is 
planning to codify its anti-nuclear policy 
into law is resented by Washington. 

In an unusual move Adm. James 
Watkins, chief of US naval operations, 
has written a rejoinder to Lange in the 
pages of. the American quarterly | 
Foreign Affairs, in effect calling the 
proposed legislation an irresponsible 
act. "It seems to me particularly perni- 
cious,” he.wrote, "that the Lange gov- | 
ernment is embarked on a course of 
legislating its nuclear ban, with the ex- 
press purpose of making it 'very dif- 
ficult’ for succeeding governments, 
which might not share the. Lange pe 
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sequent corroboration of and expansion - 
on that report by Le Monde and other 
newspapers: led to Hernu’s resignation 
on 20 September and the sacking of the 
head of the secret service, the DGSE, 
Adm. Pierre Lacoste, the same day. 
Two days later the London Sunday 
Times reported that French President 
Francois Mitterrand’s personal military 
chief of staff, Gen. Jean Saulnier, au- 
thorised a budget for the Greenpeace 
intelligence operation of NZ$750,000 
(US$403,226) from a secret fund in the 
office of Prime Minister Laurent 
Fabius. The budget was countersigned 


by someone in Fabius’ office. 


hat day Fabius abandoned all pre- 

W tence. "The truth about this affair 

is cruel but it must be clearly and 
thoroughly established," he said. The 
government had been lied.to, he wrote 
to Lange, and expressed deep apologies 
that the affair had affected relations be- 
tween France and New Zealand. But he 
was adamant that the agents would not 
be prosecuted. Instead, he favoured a 





suasion, to reverse course. How this can 
be viewed as responsible action by a 
friend and ally is incomprehensible to 
me." | 

According to the draft anti-nuclear 
legislation that Palmer discussed with 
the Americans, the onus of determining 
whether a ship violated the law would 
be on the prime minister, thus obviating 
the need for any US clarification on the 
subject. Sources. pointed out that this 
represented a softening of Lange’s pre- 
vious stand. 

A knowledgeable diplomatic source 
said that mindful of the need to defuse 








warship's nuclear status, it amounted to 
New Zealand performing the same func- 
tion for ships visiting its waters. Palmer's 
proposal that the US resume ship visits 
by sending unambiguously non-nuclear 
ships such as Perry-class frigates was also 
turned down. Sources.said that Palmer 
promised that oncea routine of port calls 
had been re-established, the US could 

























arliamentary inquiry commission, with 
— in private but findings in pub- 
ic. 

In contrast to some of his strongly 
worded, sometimes emotional earlier 
statements when the French were refus- 
ing to concede responsibility, Lange 
was relatively conciliatory after Fabius’ 
statement. He was at pains to emphasise 
that Fabius had not compromised the 
trial of Mafart and Prieur — they were 
“entitled to be deemed innocent until 
proven guilty, if they are.” 

And while pointing out there were 
still unanswered questions about what 
he called “a sordid case of state-backed 


international terrorism,” Lange also 





ficial rhetorically asked, “will Lange be 
in a position to clear a visit if the left- 
wing start a campaign charging that a 
particular ship was nuclear capable?” 
Officials clearly feel that legislation 
would make it extremely hard for Lange 
to turn a blind eye to visits by ships 
which are nuclear capable but not 
necessarily nuclear-armed. 

Lange, however, has taken care of 
one US objection. US officials main- 
tained that not only would the legisla- 
tion bind future governments but it 
could also lead to law suits against the 
government on the charge that it had 
violated the law by letting in a ship 
which is nuclear-armed. In that case, 
determining whether a ship is nuclear- 
armed or not would pass to the court's 
jurisdiction. Palmer has informed the 

S the proposed legislation contains 
provisions that would rule out any court 
challenge to the Prime Minister's deter- 
mination of the nature of a visiting ship. 

Another US fear is that New Zea- 
land's success in codifying such an anti- 
nuclear policy would encourage Euro- 
pean countries — where anti-nuclear 
sentiment is strong — to adopt similar 
laws and pose serious problems for the 
US Navy. Countries like Japan, Norway 
and Denmark have legislation prohibit- 
ing introduction of nuclear weapons 
into their territory but in effect they turn 
a blind eye to US ship visits. The fact 
that New Zealand's premier would be 


FAR EASTERN ECONOMIC REVIEW e 3 OCTOBER 1985 


said he had “no evidence at all which 
leads me to even suspect that it was au- 
thorised by the French prime minister 
or president." A new revelation, how- 
ever, after Fabius' statement was that 
some files relating to the incident had 
been destroyed, raising questions as to 
whether there was a high-level Water- 
gate-type cover-up. 

The affair puts more pressure on the 
already beleaguered French socialist 
government, which faces assembly elec- 
tions within a few months and which is 
trailing in public opinion. It has been 
under attack from the Left for the 
bombing and from the Right for not 
adequately backing the military and sec- 
ret service against critics. The Right has 
called for reprisals against New Zealand 
by France in the councils of the EEC 
and claimed Mafart and Prieur have 
been treated oppressively. 

In the week leading up to the admis- 
sion of guilt and immediately after- 
wards, French and British newspapers 
unanimously condemned the govern- 
ment. They were joined by Australian 
Prime Minister Bob Hawke, who called 
the action a brutal infringement of the 
accepted code of international rela- 
tions. o 


perpetually accountable on a case-by- 
case basis as to the non-nuclear nature 
of any visiting ship, US officials argue, 
would seriously damage the “neither 
confirm, nor deny” policy or even call 
for creation of a separate navy for New 
Zealand. Currently 40% of the US 
Navy is nuclear-powered. 

Shultz has been to Australia and 
New Zealand as a result of his business 
career and is very familiar with the sen- 
sibilities in the region. His close 
friendship with Australian Prime Minis- 
ter Bob Hawke also helps to give him 
additional perspective on the political 
realities. Sources familiar with Shultz's 
thinking say that he has been a strong in- 
fluence in resisting the clamour to 
penalise New Zealand. 

As the crisis deepens and the solu- 
tion appears more and more elusive, the 
pressure from the Pentagon — especial- 
ly the navy — to be tough on New Zea- 
land, is likely to mount. Ironically, 
ange has taken heart from a toughly 
worded statement by State Department 
spokesman Bernard Kalb that the US 
would “have to review its obligations 
under the Anzus alliance.” 

Although some took that to mean 
the probable end to the treaty, Lange 
argued that “if you have decided that 
the treaty is inoperative, why review 
it?” he nid. referring to Washington's 
earlier decision to withdraw from all 
Anzus exercises. "The answer must be 
to achieve some positive results. There 
could be a review which afforded a func- 
tion for interaction in defence forces 
while still respecting our non-nuclear 
policies," Lange said. oO 
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THAILAND 
Police quiz 
for military 


Inquiry goes on but the whole 
coup story may not come out 


By John McBeth in Bangkok 


na heavily curtained briefing room at 

Thailand's Supreme Command head 
quarters, a team of more than 100 police 
Officers is working around the clock 

athering evidence on the abortive ¥ 
Sentémber coup. Outside ın the 
grounds of what for a day was the coup 
headquarters, Special Forces troops im 
full combat gear guard all entrances: 
Off-duty soldiers, many wearing shoul 
der holsters over their white T-shirts, 
are bivouacked beneath the trees. 

The investigation in Room 608 is not 
only meticulous but unprecedented, 
with little hint so far of any smokescreen 
that many still feel will ultimately 
obscure the full scope of the kingdom's 
I5th. coup d'etat. Senior. policemen 
share some of that scepticism over the 
fate of the inquiry, but as one told the 
REVIEW: "The people are angry and 
something must be done.” 

The rebellion was the bloodiest since 
the 1947 revolt in which 128 people 
died, 106 of them civilians. Officially, 
only five people are reported to have 
been killed, al in the vicinity of the Tst 
Division headquarters. But police 
sources acknowledge the real toll iš 
probably double that with scores 
wounded from rebel tank’shells which 
fell in different parts of the densely 
populated city. 

Political and military leaders profess 
to be worried over the harm the coup 
has done to Thailand's image abroad 
and it is for this reason that Prime Minis 
ter Prem Tinsulanond, making a pre-ar 
ranged visit to the US, seems determined 
to press ahead with the investigation, 
earning international praise for placing 
it in the hands of civil authorities rather 
than the military. The sight of un- 
iformed policemen working inside the 
Supreme Command is unique 

Three of the five alleged coup 
kingpins. former prime minister and 
National Democracy Party leader 
Kriangsak Chomanan, former supreme 
commander Gen. Serm na Nakhon and 
former deputy supreme commander Air 
Chief Marshal Krasae Intharat, are 
being held at Special Branch head- 

uarters on charges which carry a man- 
on sentence of death or lite impri- 
sonment. Similarly accused under the 
criminal code of violations against state 
security is former deputy army com- 
mander Gen. Yot Thephasdin na A yut- 
thaya, who is recovering in hospital 
from a haemorrhoid operation which he 








1e p revolt, was 
wed safe. passage eout'of the country 
1 is still reported to be in the West 
rman city of Frankfurt. But there are 
ious doubts the Thais are either will- 
ig or legally placed i to bring him back. 
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ayy which feeds fell apart 
| of the disparate interests of 
involved. If this was the case and a 
circle of serving officers was ori- 
ly in on the plot, why was it neces- 
to bring in such figures as 
ngsak, Yot and Serm? Above all, 
vas Manoon made part of the re- 
on at all when many of his bitter ri- 
Control the very infantry units 
ich he was apparently relying on to 
otect his tanks? As things turned 
, though deputy army commander 
en. Tienchai Sirisamphan is credited 
h putting down the coup, the key 
racter in the drama now appears to 
ve been Ist Division comander Maj- 
en. Issarapong Noonpakdi, who froze 
regiments in place. 
Tuch of the speculation has cen- 
d on Ist army region commander 
t-Gen. Pichit Kullavanich, Is- 
ongs immediate superior, who 
with Yot has been a prime mover 
e reinstatement of the Young 
Press reports say the general 
losed door meeting recently with 

r of divisional and regimental 
anders to explain his actions dur- 
p and try to clear up rumours 
to his reputation. 
‘as quoted as saying that he 
' arrive at the counter-coup 
ters ón Bangkok's northern 
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acks arranging security for 
mbers of the royal family. He 
then was appointed to act as 
ator t with the coupmakers — a role 
wed him to oversee Manoon’s 
for Singapore. 
: hai and diplomatic sources 
he investigation will stop short of 
ing into the higher echelons of 
ny — even if there are grounds for 


sions are > still running ilt 






gator said. "Nobody seems 
ust OW: Bid it goes " ^H 
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By lan Andrews in Port Moresby 


Pos Minister Michael Somare has 
stated for the first time that Papua 
New Guinea will consider permanent 
resettlement of Irian Jayan refugees still 
being housed in makeshift camps on its 
side of the border. But efforts to over- 
come resistance to a voluntary repatria- 
tion programme, which have so far met 
with little success, are to continue. 
Somare's announcement, made at a 
press conference on 15 September dur- 
ing independence celebrations, sur- 
prised members of the Foreign Affairs 
Department which has overall responsi- 
bility for the border. Detailed resettle- 
ment criteria, plans and timetables have 
therefore not been drawn up. Somare's 
initiative probably reflected a wider 
frustration about lack of progress in de- 
ciding the future of more than 10,000 
men, women and children who have 
crossed the 800-km border during the 
past 20 months. It is understood the 
prime minister had already discussed 
the issue with senior Indonesian repre- 


SRI LANKA 


Embattled broker 


| 





Samara raises s possibility of Tm Irian Jayan refugees 


sentatives before making statements 
publicly and that they had not objected 
to “consideration” of resettlement in 
consultation with Indonesia. Indonesia 
initially insisted upon the return of the 
refugees as “citizens,” but in recent 
months has relaxed this position and 
ferred to a problem BEORDRE” 
Papua New Guinea. 
The refugee influx 
ruary 1984 followi a 
lion in the Irian Jayan 
pura against Indonesia FSH 
ration of Irian Jaya as a province. The 
first arrivals were mainly politically ac- 
tive teachers, students and civil servants 
as well as police and army deserters. 
Those who subsequently crossed 
further south were nearly all subsistence 
villagers caught up in Indonesian mili- 
tary “clean-up” operations... or 
frightened that they might be. Both In- 
donesia and Papua New Guinea 
claimed that the OPM (Free Papua 
Movement) poorly armed and 
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India tries to bridge the gap between warring Sri Lankan factions - 


By Mohan Ram in New Delhi 


l ndia is trying to narrow the differences 
between the four militant Tamil “hb- 
eration” groups and the Sri Lankan 
Government over the effective supervi- 
sion of the ceasefire between state 
troops and guerilla forces. The ceasefire 
was unilaterally extended by the Sri 
Lankan Government for an unspecified 
period from 18 September. 

On the willingness of these groups to 
observe the ceasefire hinges the re- 
sumption of stalled talks for a political 
solution to Sri Lanka's ethnic conflict. 
But a rift between the two moderate 
groups, the Tamil United Liberation 
Front (TULF) and the People's Libera- 
tion Organisation of Tamil Eelam 
(PLOTE) and the four militant groups 
that comprise the Eelam National Lib- 


f 


eration Front (ENLF), namely the Lib- | 


eration Tigers of Tamil Eelam (LTTE), 

the Eelam People’s Revolutionary Lib- 
eration Front, the Eelam Revolutionary 
Organisation of Students and the Tamil 
Eelam Liberation Organisation 


(TELO), makes the negotiations com- 


plex and the outcome uncertain. 
After India had arranged a 12-week 


ceasefire effective from 18 June, it got 
the Sri Lankan Go ernment and the six. 








ship ight: 


Tamil groups together for talks at Thim- 
phu in Bhutan from 8 July. But the six- 
day exercise did not achieve anything 
because Colombo had no new proposals 
to offer for Tamil autonomy. The re- 
sumed talks broke down on 17 August | 
with all six groups wi iking out, protest- 
ing against the “massacre” of Tamils i in 
Vavuinya and Trincomallee. — — 
While the two mioderate groups 
stayed on at Thimphu, representatives 
of the ENLF returned to Madras and 
their spokesman announced that they 
had withdrawn from the talks, that the 
ceasefire was off and that guerilla oper- 
ations would be resumed on a stepped- 
up scale. At the first round of talks, the 
two moderate groups which attended 
willingly, and the four militant groups 
which had to be persuaded and pres- 
sured by India into going to Thimphu, | 
displayed rare unity, choosing a com- |. 
mon spokesman and at the end of the | 
talks unanimously setting out four basic | 
concepts on which any solution should 
be based: recognition of Tamils a as a na- 
tionality; their right to se i 
tion; their right: 



























operating from jungle camps — deliber- 
ately sowed fear to maximise cross-bor- 
der movement for propaganda pur- 
poses, Port Moresby’s original declara- 
tion that it would send back crossers by 
force if necessary proved untenable in 
the face of domestic sympathy for 
Melanesians under Indonesian rule on 
the other side of a boundary laid down 
by former colonial masters. An alterna- 
tive policy of voluntary repatriation 
only resulted in perhaps 200 people re- 





But after the walkout at Thimphu-II, 


the short-lived unity started coming 


apart at the seams. The TULF and 
PLOTE leaders visited New Delhi for 
talks with Indian Government leaders. 
So did the leader of the Sri Lankan Gov- 
ernment delegation and, at India’s sug- 
gestion, a working paper embodying 
proposals for Tamil autonomy (which 
go further than anything offered in the 
past) was finalised to serve as the basis 
for the next round of talks. 

But the four militant groups were de- 
fiant of New Delhi, which reacted 
strongly — deporting three militant 
leaders whom it regarded as obstacles to 
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turning. While some said they feared re- 
tribution from the OPM or Indonesians 
at home, others stated they would not 
go home before independence was 
achieved, 

At his press conference, Somare said 
satisfactory arrangements with In- 
donesia had not been attained for vol- 
untary repatriation. He blamed OPM 
"fear tactics" as a significant factor in 
the situation. "We are certainly aware 
of the problems, and if people are will- 
ing to go back, of course, we would as- 
sist them with their passage," he said. 
"For those who feel they want to make 
Papua New Guinea — not a haven for il- 
legal activities, l'm talking about people 
who want to make Papua New Guinea 
their country — of course they would be 
considered on their merits." He added 
that measures would need to be taken to 
avoid any further large-scale influx. 


n the same day Somare made his 
comments, Australia's Ambassador 

to Jakarta Bill Morrison also met the 
ress in Port Moresby and said that dur- 
ing a 10-day visit to Irian ve accom- 
panied by Indonesian officials, he had 
seen no evidence of human-rights viola- 
tions. Indonesian officials had refuted 
Amnesty International's concerns about 
alleged political disappearances and tor- 
ture. He also said it was safe for non-poli- 


negotiations. One was S. C. Chan- 
drahasan of the Organisation for the 
Protection of Tamils of Eelam from 
Genocide, which is not represented at 
the talks. Chandrahasan was bundled 
off to New York but refused to enter the 
US and had to be brought back to Mad- 
ras, where he has been living as a politi- 
cal refugee but on the undertaking that 
he would cooperate with efforts towards 
a solution. A. S. Balasingham, spokes- 
man of the ENLF and ideologue of the 
LTTE, who holds a British passport, 
was deported to London, while 3 s. 
Sathyendra, who led the TBLO team at 
the two rounds in Thimphu, left before 
deportation orders could be served on 
him. 


eanwhile, V. Prabhakaran, guerilla 
leader and chief of the L , has 
disappeared and is believed to have 
gone to northern Sri Lanka (INTELLI- 
GENCE, REVIEW, 26 Sept.). The de- 
rtation of Balasingham seemed to 
ave hardened the ENLF attitude fur- 
ther, but after a month of stalling it sent 
a delegation which included Prabhaka- 
ran to New Delhi. 

During their talks in New Delhi, the 
ENLF leaders first insisted on interna- 
tional supervision of the extended 
ceasefire as a condition for observing it. 
But they were prevailed upon to accept 
internal monitoring by a multi-racial 
committee of citizens, to which Colom- 
bo was agreeable. The ENLF, however, 
insists that this could only be an interim 
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tical villagers to go back but that activists 
would face prosecution for sedition 

Somare did not refer to hard-core 
political activists, many of whom are 
among the 800 inmates of Blackwater 
camp at the northern end of the border 
where members of a visiting Indone: 
sian delegation were attacked last year. 
Papua New Guinea in the past has 
talked about third-country resettlement 
for this category of refugee. But for the 
Port Moresby office of the United Na 
tions High Commissioner for Refugees, 
finding new homes overseas would not 
be easy. 

Meanwhile, Indonesian and Papua 
New Guinean officials attending am 
annual joint border committee meet: 
ing reported progress on a related front; 
Representatives of the UN Develop: 
ment Programme have put forward @ 
medium- to long-term plan for building 
roads, schools and health centres along 
the border, as well as improving come 
munications. Papua New Guinea lead- 
ers, including Foreign Affairs Minister 
John Giheno, have already expressed 
support for the concept privately, 
Sources at the meeting, hosted by 
Papua New Guinea in the provincial 
capital of Rabaul, say Indonesia has 
now also given support in principle, 
This signals a change by both sides to di- 
rect UN involvement in the issue. i 


arrangement and is reiterating its de- 
mand for an outside agency such as the 
International Red Cross to monitor the 
ceasefire as a permanent arrangement 

It has also made other demands fo 
ensure an effective ceasefire. They dne 
clude sending back alleged British Special 
Air Service-trained mercenaries and 
agents of the Israeli intelligence service 
Mossad, an end to training of armed 
personnel in Pakistan, a ban on the inm- 
duction of arms and men into Tamil 
areas, curbs on the role of the army in 
Tamil areas, an end to curfew and other 
restrictions and the release of all politi: 
cal detainees. 

ENLF spokesmen have claimed that 
more than 1.000 innocent Tamil civi 
lians have been massacred during the 12 
weeks of the “ceasefire” and the loss Gf 
life and property during these weeks exe 
ceeded those in the three months pre: 
ceding the ceasefire 

India's immediate preoccupation ds 
to get the ENLF to agree to observe the 
ceasefire. The ENLF wants time to 
study the working paper for the pro- 
posed talks, but has made it clear that 
any solution should provide for a link 
between the Tamil-majority Northern 
and Eastern provinces. (The working 
paper does not provide for this; i 
merely offers a measure of autonomy to 
these provinces, which are now sepa- 
rate.) Secondly, the ENL.F has declared 
that any political solution not accept- 
able to it will not bind it. This means the 
four militant groups hold the veto. gj 
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Artists arrested for 


| ‘subversive’ images 


E By Shim Jae Hoon in Seoul 


AM nder the tough regime of late presi- 
dent Park Chung Hee back in the 
—] 1970s, South Korean authorities caused 
| some surprise in France as well as here 
| by banning a local crayon maker from 
|. using Picasso as the brandname for his 
| product. The censors came up with a 


i 


aye 
































| curious explanation: as Picasso was a 
| known communist — using 
| his name for commercial reasons woul 
| be considered subversive. 

| Now under a different government 
| with a new president, committed to the 
| policy of “openness and autonomy,” 
|. Routh Korea is once again troubled by 
= communist ghosts lurking behind the 
| shadows of its cultural activities. On 20 
| July, a group of policemen descended 
} on an art exhibition at the little-known 
Arab Cultural Centre in downtown 
- Seoul. They took down from the walls 
—— 30 oil paintings, woodblock prints, col- 
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| POETRY 
Fighting muse 
| from Sarawak 


Bc . 
| By James Clad in Kuala Lumpur 
' E the past five years, 
| &Sarawak's Philip Khoo 
| Lip Kee has become one of 
| Malaysia's best-known writers of 
| in Chinese. His strongly 
| autobiographical verses blend old 
| pastoral forms with themes drawn 
| from the raw density of Borneo's land- 
_ Scape. They also reflect changing poli- 
_ tics in Borneo: Khoo spent 10 years in 
| prison for opposing moves that brought 
Sarawak into Malaysia in the early 
|^. 1900s. 
| . His later poems, however, reflect his 
| acceptance of changes forced by outsid- 
1g ers on his insular community while also 
| mirroring, as he describes it, *a type of 
| wisdom." Khoo first began to write 
J petty in 1953, while still at a Chinese- 
language junior school, barely seven 
| years after the Brooke family — the 
“legendary "White Rajahs" — ceded 
_ Sarawak to the British Crown. Indepen- 
dence then seemed a far-off dream. 
| Then as much as now, Sarawak's 
| Chinese plied their trades, sent their 
]- young to vernacular schools and (dialect 
-| differences never far away) squabbled 
| among themselves. 
|] . Khoo's first published poem celeb- 
` . 
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lages and watercolours, reportedly be- 
cause they were objectionable on ideo- 
logical grounds. 

And early this month, three jour- 
nalists from the leading Dong-A Ilbo 
newspaper were hauled in for question- 
ing by agents of National Security Plan- 
ning, formerly known as the Korean 
Central Intelligence Agency. They were 
accused of breaking a press embargo on 
a story dealing with the defection of a 
Chinese H-5 bomber pilot, who ex- 
pressed the wish to be sent to Taiwan. 

When they came back to the news- 
room, the three, including the manag- 
ing editor Lee Chae Ju, were limping, 
and their faces were bruised. Sources 
close to the newspaper said that they 
were beaten up during questioning. The 
authorities evidently wanted the physi- 
cal marks of the visitation to be noticed 
by other journalists. And yet, the Dong- 







rated an event which is remembered 
with pride in his community. Entitled 
Bau, the verses were inspired by a place 
of the same name where Chinese miners 
in 1857 rebelled against the first 
Brooke. The poet's first book, in 1962, 
also showed his roots: Poems of the 
Shield, a small volume published in 
Hongkong, carried another allusion to 
Sarawak, this time to the hideskin 
shields of native Iban warriors. 

This small beginning put literary- 
minded Southeast Asian Chinese on 
notice; critics in Singapore (then, more 





A Ilbo has not yet printed its own story. 
The crackdown on painters began 
with an exposition called “Korean Art 
'85: Strength of the 20s,” featuring 130 
works by 30 artists in their 20s, who 
identify themselves with the so-called 
sin th y (Masses) group. They focus on 
political and economic issues embar- 
rassing to the government. Essentially, 
their works amount to depicting dissi- 
dent criticisms against restrictions on 
strikes or other political freedoms. 
Many pictures lampooned the riot 
police’s heavy-handed quelling of 
worker demonstrations. One police of- 
ficer who saw the exhibition asked: 
“What sort of artistic works are these? 
They're nothing but communist-style 
posters promoting unrest!" 


A: least five artists protesting against 
police interference, including Pak 
Hwa Jin who organised the show, were 
questioned at length, and sentenced to a 
week in jail — on charges of “spreading 
groundless rumours," a crime usually 
associated with dissident intellectuals 
producing and disseminating political 
tracts criticising the government in 
sweeping terms. The police said later 


than now, a centre of Overseas Chinese 
culture) enthused about “this lyrical 
muse on the Rejang riverbank.” Flow- 
ing through Sibu before emptying into 
the South China Sea, the Rejang with 
Khoo's help has become a virtual 
byword for Sarawak. 

But Khoo had to wait a long time to 
consolidate his reputation. Arrested 
under Malaysia’s Internal Security Act, 
he entered one of Kuching's prisons in 
1965. He stayed inside until 1975 when, 
along with several hundred other de- 
tainees, the authorities judged that he 
had finally *accepted Malaysia." 

He started publishing again in 1982. 
His second book, Tapang Shu Li Chan 
(A Tribute to the Tapang Tree), was 

ublished in Kuala Lumpur. His third, 

au He Jhang Swee Chou (I have yet to 
Sleep), has just appeared. Khoo earns 
his living working for a prominent 
timber and plantation tycoon in Ku- 
ching, writing his speeches and attend- 
ing on his behalf the kind of cultural 
events that both enrich and define 
the identity of Sarawak's approximately 
400,000 Chinese — martial arts exhi- 
bits, Buddhist — gatherings, calli- 
raphic shows and other cultural per- 
ormances. Khoo's pen-name is Wu An 
— words taken from his mother's sur- 
name (Wu) and from the character used 
for both for “river bank" and “solem- 
nity" (An). 

Many Chinese see Philip Khoo/Wu 
An as something of an experimental 
writer. A critic with Nanyang Siang 
Pau, a leading local Chinese news- 











that they could not establish whether 
any of the 30 art works seized in any 
way substantiated pro-communist sym- 
pathies. 

Nonetheless, a police official insisted 
they could have been convicted on 
charges of breaking the national secu- 
rity law, a code normally dealing with 
the gravest treasonable crimes such as 


paper, said he “combines modern 
themes with the mannered, vignette- 
style of older poets.” 

Correct or not, this combination of 
classical expression and modern topics 
would put Khoo somewhere in the mid- 
dle of a rift between Malaysian Chinese 
literati. Some rather sharp, self-im- 
posed lines divide them into "realists" 
and "modernists" — with the latter em- 
bracing abstract imagery to a fault. 

Khoo describes Malaysian Chinese 
writers (whom Chinese elsewhere in the 
region call “Mahua” ) as going through 
a period of trial and transition. “The 
older, traditional writers are passing on. 
At the same time, Chinese-language 
education is declining as Bahasa Malay- 
sia [Malay] national language policies 
take stronger root." 

On generational lines, three groups 
of writers can be discerned: those 50 
years or older, drawing upon classic in- 
spiration and deeply influenced by the 
anti-Japanese war. A second generation 
began writing in the 1950s, but they too 
are now showing their age — influenced 
as they were by nationalist movements, 
Marxism and by particular struggles for 
and against the present conception of 
Malaysia. Only the third generation, 
the “post-Malaysians,” as Khoo puts it, 
"are without a complicated past.” 

With Hua yi or Mandarin, standards 
dropping, Chinese language is on the 
defensive throughout the whole 
Nanyang (the word for the South China 
Sea dispersal area of Overseas 
Chinese), not just in Malaysia. Khoo 
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spying for North Korea. Although it 
prescribes the maximum sentence of 
death on its violators, it was suggested 
that the painters could be convicted on 
Article 7, dealing with acts that aid and 
abet the North Korean communist re- 
gime simply by praising it. The short 
sentence of the five painters was the 
first conviction of artists on political 


says most students, even those in the 
still-permitted Chinese-language stream 
primary schools around the region, 
“cannot even write a good letter.” 

But vehicles for using and mastering 
the language have dwindled over the 
years. Chinese writing in Malaysia re- 
mains confined to nine vernacular news- 
papers in Peninsular Malaysia, seven in 
Sarawak and five in Sabah. Most of 
these are minor publications where the 
standard of language usage is often in- 
different. Only a few newspapers, nota- 
bly Nanyang Siang Pau and its rival Sin 
Chew Jih Po, have serious literary 
editors. The Mandarin segments of TV 
and radio are not expanding. 


t the national level, no multi-racial 

writers association exists to honour 
(let alone promote) Mahua arts. Asso- 
ciations such as the Malay-dominated 
Gabena have little interest in encourag- 
ing a specifically “Malaysian Mandarin" 
writing , and the government-funded 
Dewan Bahasa dan Pustaka (DBP — 
the Language and Literary Institute) 
generally welcomes Chinese writers if 
they use Bahasa Malaysia. Only re- 
cently — working very much to leading 
Malay poet Usman Awang's example — 
has the DBP organised "Malam Puisi 
Berbagai Kaum" where MARY, Manda- 
rin and even Tamil vernacular poems 
were recited. 

The Mahua accordingly seek succour 
in their own "Malaysian Writers 
[Chinese] Association" which has over 
400 members. Nanyang Siang Pau's 





grounds in this country's recent history. 

Although the artists were let off 
lightly this time, the Ministry of Culture 
and Information, the chief agency look- 
ing after the nation's cultural and press 
activities, is not likely to lessen its vigi- 
lance against artists — or, for that mat- 
ter, writers — who stray from political 
orthodoxy. Speaking to a group of cul- 
tural organisation figures on the day of 
the police crackdown, Minister of Cul- 
ture and Information Lee Won Hong 
asserted it was not enough for them just 
to refrain from anti-government ac- 
tivities; they should become “the point- 
ers and spiritual leaders” of South 
Korea marching to the ranks of de- 
veloped countries. Lee also stated that 
some radical artistic figures were taking 
advantage of the South's "creative free- 
dom" to undermine its "liberal demo- 
cratic system." 

Besides citing their own problems to 
vitiate Lee's assertion about South 
Korea being “liberal democratic," Min- 
jung proponents deny they have in any 
way abused their "freedom" to sym- 
pathise with the North, even though 
they admit to being more radical in their 
political outlook than establishment 
counterparts. "Our works are based on 
our perception of reality, and if that re- 
ality looks ugly, we can't be held re- 


literary supplement editor Chong Sia 
Tien presides over the group, which in- 
cludes most better known Mahua writ- 
ers such as novelists Fan Pei Fan and Wi 
Yuen. Other association members or 
Mahua writers of promise include Jen 
Kong and Meng Sa, with Chin Chuan 
showing particular promise. 

The younger poet Fang Ang is said to 
be talented as well, while another rising 
star, Tin Yuen, in 1982 wrote a short 
novel Wi Siang, in which he describes a 
Chinese village surrounded by Malay 
kampungs. The work won a national 
literary prize. The DBP translated it 
into Malay and printed iit in its widely 
circulated literary magazine, Sastera. 

But national and regional language 
policies and trends suggest that these 
talented writers will be read by fewer 
and fewer readers. Indonesia and Ma- 
laysia have set their national variants of 
Malay as fundamental instruments of 
national integration, while WE e 
has given primacy to English. Éven 
what is arguably Malavsia's best-known 
Chinese-language novel, Fan Pei Fan's 
Under the Towkay's Door, could slip 
into obscurity. 

Many among the Chinese intelligent- 
sia accept the need for Bahasa Malaysia 
as a unifying instrument — and as a lan- 
uage of great beauty and subtlety. 

hey hope merely to sec Mandarin re- 
tained, even if dialects slowly disap- 
pear. And the retention of the literary 
tongue is the crucial precondition for 
the survival of a distinctly Mahua strain 
of Southeast Asian writing. o 
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| did not want to be identified. 
| , Certainly a somewhat jaundiced 
view of this “reality” dominates the 
paintings. All of the 30 pieces confis- 
cated deal with political and economic 
issues. For example, Pak Yong Yul’s oil 
ainting, entitled History of Tragedy: 
wangju. 80.5 shows bodies in the 
Streets of Kwangju against a vast 
. background of sanguinary purple, sym- 
bolising 191 people killed tive years ago 
_ during the riots for democratic reforms 
_ | in Kwangju. Another oil painting by 
a] Son Ki Hwan called Tat . . . tat. . . tat is 
| of paratroopers menacingly descending 
+ f . 
| on what looks like a peaceful village. 
-| They are supposed to be the para- 
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_ Books Ltd, Lahore. Rs 200 (US$12.50). 
| Vanguard Books Ltd. Lahore. Rs 150. 
| Y ith the publication of The Sole 
| WW Spokesman, Ayesha Jalal has 
| emerged as one of the most important 
| historians of the Pakistan movement. 
| This meticulously researched book, 
| based on volumes of recently released 
| British Government papers, is bound to 
| Create a storm of controversy in both 
| India and Pakistan. The author poses 
| two questions, both pertinent today: 
| how did a Pakistan come about that 
-| suited the interests of most Muslims in 
.| India so rly? And how did Moham- 
| med Ali Jinnah become the sole spokes- 
| man for India's Muslims on a political 
that up until 
- partition the Muslim League barely 
| mmanded a majority in the provinces 
| that became East and West Pakistan? 
| . Jalal deals briefly with the well- 
4 _ known early period of Jinnah's career, 
7 










| base which was so — 


ue T 


_ when he described himself as a “staunch 
| Congressman with no love for sectarian 
| cries.” In the 1937 elections when he at- 
.| tempted to speak as the sole spokesman 
2 for India’s Muslims for the first time, 
the Muslim League was heavily de- 
. feated in all the provinces which make 
| up Pakistan today. Punjab voted against 
| Jinnah wholly, eliciting his comment 
| that “I shall never come to the Punjab 
| again, it is such a hopeless place." In 
| 
Sindh there was no league presence at 
W - all, and in the North-West Frontier Pro- 
_ vince (NWFP), where the entire popu- 
.| lation was Muslim, a Congress ministry 
, . was voted into power. 


Poet O T 
onsible for it,” said one painter, who | 
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Kwangju 


Ass of narrative (story telling) 
water colours done by different 
artists explore the common theme of 
labour unrest. They depict riot police- 
men ruthlessly putting down striking 
workers. One, entitled Like Flower 
Petals shows a policeman swinging a 
club with one hand, and clutching the 
hair of a female textiles worker with the 
other. 

In their simple, straightforward 
manner, they remind one of American 
newspaper editorial cartoons of the 
1950s, along the lines of Bill Mauldin. 
What is striking is not so much the 






LI 
4 Hi 
* 
A TM. SB CN al $ I 
;Ower ol thet 
A © * E! 


aest} introspec- 








showing President Kim Il Sung with his 
arm outstretched against the back- 
ground of a rising sun. 

But the issue here, of course, was not 
so much the quality of the disputed 
works — viewers can judge that for 
themselves — as the government's thin 
tolerance of diversity in artistic expres- 
sion. Even conservative intellectuals 
have recoiled at the sight of police 
agents raiding an art exhibition and jail- 
ing "radical" painters. Besides herald- 


| Leader at all costs 


E e Sole Spokesman: Jinnah, the Muslim League and the demand for Pakis- 
- tan by Ayesha Jalal. Cambridge University Press. £27.50 (USS38). 


. Pakistan: Islam, Politics and National Solidarity by Anwar Syed. Vanguard 


. Igbal, Jinnah and Pakistan: The Vision and the Reality edited by C. M. Naim. 


Jinnah and the league only proved 
their success in the Muslim minority 
provinces of central India, where most 
of the league's leaders came from. It 
was this strange dichotomy — success in 
the Muslim minority provinces, which 
would remain part of India, and the ina- 
bility to control the Muslim majority 
provinces, which became Pakistan — 
that convinced Jinnah that he must 
emerge as the leader of all Muslims in 
the British-controlled “centre” of New 
Delhi. The result was the creation of a 
lop-sided party, which first aimed to 
convince the British and the Congress 
party that Jinnah was the sole spokes- 


man, and only later aimed to build a 
mass-based party with a programme in 
the provinces. 

In fact, the party was never built, but 
remained a coterie of feudal leaders 
from central India. Jinnah’s desperate 
attempts to appease the Unionists (the 
party of Muslim landlords in Punjab), 
the provincialism in Sindh and Baluchis- 
tan and the pro-Congress Pakhtunistan 
movement in the NWFP, led to his in- 
ability to clearly define what he wanted. 
Jalal thinks his vagueness about what 
Pakistan should be was based on a con- 
scious policy of letting Muslims see 
whatever they chose to see in a future 
Pakistan. The legacy of Jinnah's ad ho- 
cism is still apparent today as generals, 
mullas, secularists and provincial 
separatists continue to E what Jin- 
nah really intended for Pakistan, and 
what the country's ideological basis 
should be. 


J innah's real chance to convince the 
British of his *sole spokesman" cre- 
dentials was World War II. The British 
needed his support for the war effort 

coming, while Congress 


which was fort 
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tions, as well as agents searching 
bookstores in recent weeks for “subver- 
sive" literature, have deepened concern 
over Lee’s policy of imposing confor- 
mism by arbitrary methods. 

In the past several months, the gov- 
ernment has banned — and then al- 
lowed — Edgar Snow’s Red Star over 
China, some books by Bertrand Rus- 
sell, a life of French President Francois 
Mitterrand and even a collection of 
prison letters by Nehru to his daughter, 
the late Indian prime minister Indira 
Gandhi. None of these actions substan- 
tiate Lee’s argument about South Korea 
being a liberal democratic system, nor 
have they pleased diplomats from af- 
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continued to insist on immediate inde- 
pendence. By the time of the 1945 elec- 
tions he was able to convince both 
feudal landlords and Pirs (religious 
leaders) to fight the election on Muslim 
League tickets. This new-found popu- 
larity was not based on a concrete pro- 
gramme or a mass-based party, but the 
power he now had in the centre in 
negotiations with the British. 
Nevertheless the elections went 
badly for the league. Bengali Muslims 
under Suhrawardy stubbornly insisted 
on an independent Bengal, while the 
feudal elite in Sindh and Punjab did not 
want to be split between India and 
Pakistan on just the basis of Islam. 
Local leaders — the feudal elite — 
wanted unified provinces which they 
could control, so that “an Indian version 
of the Balkans seemed to be the provin- 
cial Muslims’ dream," according to 
Jalal. By then, fundamentalist Islamic 
parties also rejected the idea of Pakistan 
out of hand, because it would divide the 
Ummah, the unity of all India's Mus- 
lims. Jinnah was, therefore, engaging in 
an impossible juggling act between the 
fundamentalists, provincialists, the Bri- 
tish and the Congress party. As before, 
it was his constant ad hocism, his abilit 
to change and shift his demands and al- 
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ment's insensitivity to its overseas 
image is becoming worrisome. 


W hile these developments were con- 
troversial enough, the ministry 
closed down the Isak publishing com- 
pany in August for printing several 
magazines identified with Minjung writ- 
ers, one of whose favourite themes is 
alienation of industrial workers. 

At the same time, a quarterly called 
Silchon Munhak (Literature in Action) 
has also been outlawed, on the grounds 
that it violated the Basic Press Law, 
which enables the government to with- 
draw licence from newspapers or publi- 
cations considered to be “encouraging 


legiances at a moment’s notice, that 
kept him as the sole spokesman in the 
centre. 

Jalal also sheds interesting new light 
on the British moves as India neared in- 
dependence. The Cabinet Mission plan, 
Viceroy Wavell’s opposition to the divi- 
sion of India, especially the division of 
the British Indian army, and Mountbat- 
ten’s brash methods of cutting his way 
through all the political problems with a 
cleaver just to get the British out as fast 
as possible, all these are deseribed with 
the help of newly available material. 
The onus for the communal madness in 
1947, when millions of Indians were kill- 
ed, Jalal paj squarely on the British: 
“London lit the time bomb by hurrying 
the whole process.” 


t the same time, she blames Jinnah 
for his lack of programmes and plans 
for the provinces, allowing himself to be 
so comsumed in “getting Pakistan at all 
costs” from the centre, that the pro- 
vinces were left to fend for themselves. 
When the blood bath finally erupted in 
1947, the Muslim League had no mass 
organisation to control the communal 
killings in Punjab and Bengal. 
The answers to Jalal’s questions are 
that Jinnah’s ad hocism ruled the day, 
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These high-handed measures have | 
placed the cultural scene here in a fu- — 
nereal mood. “Our summertime slack | 
season has been compounded by door- f 
to-door crackdowns,” moaned a book- — 
store owner at the university sec - 
tion of Sinchon. As for artists in gen- 
eral, Chung Kwan Mo, president of — 
the Korea Fine Arts Association, was 
probably echoing the views of many - 
when he delivered this measured com- 
ment on the whole affair: “Even if the - 
contents [of banned art works] were 
controversial, I feel sorry that govern- 
ment power had to intervene to stop an 
exhibition.” 
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that his desire to be sole spokesman at 
the centre at the cost of the provinces. 
created a “moth-eaten Pakistan." — — - 
Unfortunately the book reads like a — 
Ph.D. thesis, with a heavy, turgid style. 
There is little analysis and where there - 
is, the author cannot see the wood for 
the trees. Indeed, Jalal is often so busy” 
describing a single leaf that even the” 
tree disappears. No discussion of the © 
Pakistan movement is possible without ' 
some understanding of India in those” 
days, and the historical and social roles ` 
played by the Hindu and Muslim elites 
vis à vis the British. What one misses — 
most in the book is an overview which 
would allow Pakistanis today to under- 
stand their political predicament. J 
Anwar Syed's book fortunately fills: 
in many gaps. He has written the most 
original and path-breaking book on he 
ideologues of the Pakistan movement to ` 
have appeared in years. He has brought 
the ideas of Jinnah, Muhammad Iqbal 
and Maulana Maududi (the most im- 
fluential Islamic fundamentalist and 
former head of the Jamaat-e-Islami), 
into a real context by showing their in- 
fluence or rather non-influence on the 
political process in Pakistan since 1947, 
Syed starts with a discussion of Mus- 
lim nationhood in medieval Islam, espe- 
cially noting the contribution of Ibm 
Khaldun who wrote that a Muslim com- 
munity could not flourish without social 
and political cohesion, only possible 
under a just political system. He goes on 
to discuss Maududi, who before par 
tion virulently opposed the idea of 
Pakistan. “As a Muslim I do not believe 
in the idea of government of the peop 
by the people, for the people. Instead T. 
believe in the rulership of God. In the 
sight of God, Muslim nationalism is just. 
as cursed as Indian nationalism,” 
Maududi declared as late as 1942. After | 
partition he changed tack and today the | 
jamaat is the only party that has any in- : 
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fluence on the regime in Islamabad. 

Syed demonstrates that Iqbal and 
Maududi, like Jinnah, were constantly 
shifting their positions as to what they 
wanted for the future of Muslims in |. 
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character of a people but later he 
was to oppose territorial nationalism 
even though he was the first to voice the 
idea of turning the northwest corner of 
India into a separate Muslim state. Syed 
is, however, convinced that neither Jin- 
nah nor Iqbal envisaged a theocratic 
state ruled by mullas, and considered 
most Islamic fundamentalists of 
Maududi's variety as uneducated and 
beyond the pale of politics. 

Syed then goes on to analyse the at- 
titudes of the various elite groups in 
Pakistan to the concept of an Islamic 
state. The regime of Gen. Ayub Khan 
(1958-69) sent Islamic fundamentalists 
to jail while Zulfikar Ali Bhutto stress- 
ed the egalitarianism and even socialist 
vision of Iqbal and Jinnah. Today both 
ideologues are being dressed up in the 
garb of mullas who really wanted a 
theocratic state. The last section of 
Syed's book is the most interesting, in 
which he discusses the various ethnic 
problems in Pakistan and their relation 
or largely non-relation to the concept of 
the Islamic state. 

-` He concludes that the state can now 
only resort to coercive pressure to main- 


| tain itself, but in doing so it alienates the 


people further and pushes some ethnic 
groups such as the Sindhis and Baluchis 
. to secession. “Piety as a national pur- 
pose has no uniting or energising poten- 
tial," he adds, and he considers there is 
no consensus for an Islamic state as en- 
visaged by the present military regime. 


y only criticism of the book is that 
there is no mention of the role of 
the army, surely a crucial factor in Pakis- 
tan's recent history. How the ideology 
of the army has changed over the past 
two decades is an important element in 
how Jinnah and Iqbal are viewed today. 
The collection of essays edited by 
C. M. Naim is an excellent addition to 
Syed's work because it looks at many is- 
sues he raises in even greater detail. 
Saleem Querishi in his essay /gbal and 
Jinnah: Personalities, perceptions and 
politics, illuminates their politics 
through a description of their very dif- 
ferent personalities. Manzooruddin 
Ahmed, in his essay, describes Iqbal's 
concept of a Muslim community 
through his poetry. And two American 
academics, Barbara Metcalf and Sheila 
McDonough, delve further into Iqbal's 
ideology and changing ideas. The well- 
known American writer on Pakistan, 
Lawrence Ziring, writes on the central 
paradox of Pakistan's history, that 
though Islam bought it into being, Islam 
could not promote national solidarity. 
The best part of the book are four ap- 
goes which include speeches by 
qbal and Jinnah. Today they are large- 
ly ignored. Why? Because they talk of 
emocracy, culture, equality for all 
sects and religions and a secular state. 
— Jamal Rasheed 
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India. Iqbal said that Muslim nation- —— DX PC owe 
alism posed no threat to the Islamic | BR 


big way. Masani, who has laboured 
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Lost in bureaucracy 


Broadcasti 
Rs 13.50 (US$1). 


f roadcasting, that most sensitive 
and com medium, is al- 
ways controversial. Just recently, 
crises in the medium have arisen even 
in the hallowed halls of the BBC in 
London. And in icone gis, i rare onh 
on a new structure for the chan- 
nels has sparked off criticism from 
many quarters. 

In most countries, broadcasting as 
a whole is state-controlled, and the 
staffs are caught between upper and 
nether grindstones of public service 
and goyernment a. And 
what an ——e has 
— everywhere over all these years — 
to develop TV as an educational 
medium, in addition to what it is: a 
kind of cheap cinema entertainment. 

India exhibits these problems in a 


and the People by Mehra Masani. National Book Trust. 


served (programming for 16 main lan- 


is a nightmare, any- 
ace d City coverage tends to ver 
out rural coverage, with only 31 low- 


power medium-wave transmitters for 
the 500 million non-city population. 

Broadcasting is given only 0.25% 

of the planning budget, and over the 

n three plans ( -74) no less than 

% of the allocations remains un- 

spent. The story of Indian broadcast- 





Radio shopkeeper; TV programme: all is not gloom. 








long in the broadcast media there, 
produced the first edition of this 
work in 1975; much has happened 
since then, and she has extensively 
revised the book for this second edi- 
tion. 

The development of broadcasting 
in India is very slow, especially in 
terms of the diffusion of receivers in 
households. Low real incomes on one 
hand, and output on the other, 
The idea of “community reception" 
— groups of households going to lis- 
ten and view in community centres — 
has been abandoned; for man 
reasons (lax maintenance was one) 
never worked. 

Nor has industry been attracted by 
the lure of cheap, mass-produced 
sets. Many minority languages are ill- 


tainment-oriented, and the news- 
casts are heavily oriented to official 
news, 

However, all is not gloom and 
stupidity. The author does point up 
the excellence and successes where 
they may be found. But broadcasting 

in India seems still to be drift- 
aimlessly in the hands of a minor 
division of the Information Ministry. 
Hiving off the activity, at least into an 
autonomous corporation, has been 
proposed for a long time, but the pro- 
posal gets lost in the bureaucratic 
quicksands. 

Thus md author, mie a —— 
returns to do battle again for a er, 
broader and far better bro 
service in what is vaunted to be “the 
world’s largest democracy.” 

— Alan Chalkley 
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It took 21 years to cultivate 
this taste for Scotch. 


It S impossible [tO get scotch to taste tn 
e | : ` 
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this smooth, overnight. You see, 


aging and delicate blending to create th 
taste, And only Chivas Brothers c uld create it. Ko» 
Presented in an elegantly handcrafted china | 
with matching velvet opera sack 


Royal Salute by Chivas Brothers. 
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antas. We 
the long legs. 


If you’ve ever had the pleasure of sinking into a deep yet 
supportive reclining chair, you'll begin to understand the pleasure of 
the Qantas Business Class chair with its built-in legrest. After all, 
on a journey of thousands of miles, two comfortable 
— feet make all the difference. 
* — The fact that Qantas is the only 
E ww. international airline that offers such comfort 
is hardly surprising as Qantas invented the 
E whole concept of Business Class. So we've had 
the most time to make the most advances in this 
area — and we're still leading the way. 
Another point to consider. Qantas is the 
airline that specialises in long distance travel. In fact, Qantas 
flies its passengers longer distances than any other airline. 

It’s because of this that we understand, and satisfy, the needs 
of our passengers so well, making all our flights seem much 
shorter. Everything, from technology to cabin crew training, 
is geared to make you as comfortable as possible 

over the entire journey. 
So when you fly long distance, wouldn't you 
feel more confident choosing the airline that specialises 
in long distance travel? 
Qantas Business Class. On our long legs, you 
won't arrive on your last legs. 


i. QANTAS 


First in Business Class 
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Salvage operation for big Philippine banks 


An unwanted legacy 


By Guy Sacerdoti in Manila 


or both the Development Bank of 

the Philippines (DBP) and the 
Philippine National Bank (PNB), the 
two largest government-owned banks, 
the day of reckoning has arrived. Al- 
though plans are still to be finalised, the 
two banks will in all likelihood be 
merged within the next few months, 
with a new bank being formed to handle 
their vast number of “distressed” ac- 
counts. 

Of PNB’s and DBP’s combined as- 
sets of P154 billion (US$8.3 billion), 
nearly 40% are now considered non- 
performing — and international ac- 
countants are still counting. In terms of 
their combined loans of P79 billion, up 
to 75% are delinquent, according to 
government and multilateral institution 
estimates. For the first time in its 38- 
year history, DBP registered an operat- 
ing loss during 1984 — P6.64 billion. 
And PNB, in its first loss since World 
War II, lost P. 1.1 billion last year. 

The government of President Mar- 
cos was forced to pump in P5.6 billion 
in 1984 just to keep DBP functioning, 
despite restrictions which allowed the 
bank to lend only from previously estab- 
lished, fully funded credit lines. For 
PNB, the strain has been worse, with 
P17.2 billion in government financing 
needed in 1983 and 1984. 

This year, an estimated Treasury 
outlay of P9.5 billion will be needed to 
cover government guarantees channel- 
led through PNB alone, according to of- 
ficial sources. That is a significant por- 
tion of the estimated P16.2 billion 
budget deficit, which is itself more than 
double the original target deficit for 
1985 (a revised "letter of intent" submit- 
ted to the IMF for its 27 September exe- 
cutive board meeting requests an in- 
crease in the budget-deficit ceiling for 
the year to slightly less than P 10 billion, 
a request the IMF is expected to accept, 
largely because of the banks' funding 
needs). 

As part of the economic overhaul for 
the Philippines being pieced together by 
government technocrats, the IMF and 
the World Bank, restructuring of the 

overnment banks has been a priority 
or some years. But the dire state of 
PNB and DBP following the 20-month 
moratorium on foreign-debt repay- 
ments beginning in October 1983 and 
the ensuing economic depression 
(which brought proes national product 
down more than 10% during the period) 
made the two banks virtually untenable 
and urgent reform mandatory. With the 
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two institutions controlling about 54% 
of the country’s bank assets, no econo- 
mic recovery can be contemplated un- 
less the government banking system 
also recovers its health. 

Sources in the Washington-based 
multilateral institutions closely involved 
with the Philippines say that what has 
come near to crippling PNB and DBP is 
the host of unviable investments they 
have inherited in the wake of the Philip- 
pines’ economic crisis. Many manufac- 
turing and extractive-industry projects 
in recent years were ill-conceived and 
the two major banks were used as con- 
duits for financing them. Various pro- 
motors (often presidential cronies) ob- 
tained foreign credits or guarantees for 
foreign borrowing through the two 
banks. 

Although much of the money was in- 
vested, a good deal more was retained 
as "commissions" by the individuals in- 


DBP: Marcos co: PNB: day of reckoning. 


volved. Government banks are no 
longer allowed to give such guarantees 
for foreign borrowing but the legacy of 
n projects remains with PNB and 


A currently envisioned, the banking 
revamp will involve three new insti- 
tutions. The first will retain the PNB 
name and be the depository for the assets 
of PNB and DBP which are still consi- 
dered good. For DBP, these will proba- 
bly include nearly. P12 billion in mar- 
ketable securities, assets in real estate 
(primarily housing and public markets) 
and whatever it can salvage from its loan 
portfolio, in particular some P3.5 bil- 
lion in agricultural credits. (Although 























many of these are delinquent, the new 
bank will set up a special division to deal 
with agricultural credits and the small/- 
medium-scale loan categories.) The” 
vast majority of its P36 billion in loans 
are peso-denominated on-lending Of 
DBP's own foreign debt (DPB has an 
outstanding foreign-loan portfolio total 
ling US$1.55 billion with some US$962 
million in outstanding guarantees). ——- 
About P22.7 billion, or 63%, of 
DBP lending has been in the form 
of peso-denominated industrial loans — 
backed by DBP's foreign-currency b ore 
rowing. This includes many of the dis- 
tressed accounts. Advances on the” 
DBP's government-guaranteed loans in 
foreign currencies add another P2.2 bil- © 
lion. How much of this will be viewed as T 
salvageable is unclear. DBP properties | 
obtained through foreclosure and other f 
means total some P5.3 billion, virtually 7 
all of which will be placed into the pro- ” 
^i 
t 


PHOTOS WENDY FORD E| 
i 
posed new institution — a “self-destruct t 
ing garbage trust" as one senior mwl- a 
tilateral agency source described it — | 
for eventual disposal. Preliminary gov- T 
ernment estimates place DBP's non- 








W 
performing assets at about 61% of its 7 
loans, or about P23 billion (other esti- 
mates put the figure higher). DBP esti- 
mates that its own performing assets are 

a mere P27 billion, or 4095 of its 
claimed total assets. 

PNB's condition is much less clear. 
Sources say that one of the problems 
still with the revamp programme is iden- 
tifying all PNB's non-performing assets, 
which are estimated to top P35 billion. 
Last year, PNB set aside a contingency 
fund of P4.8 billion to cover probable 
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loan losses, though the provision will 
be made monthly over 20 years. But 
PNB's contingent liabilities, which it 
does not include in its normal accounts, 
pec some P33 billion at the end of 
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nlike DBP, the vast majority of 
PNB's loans are for trade financing 

- (P23 billion, or about 44% of the total). 
| Another P9.3 billion are outstanding 
for construction, which is one of the sec- 
hit by the economic 


u 
.* 
| 


[| tors hardest 

. downturn. 

—— Thus, while it is not clear just how 
| large the new PNB will be (sources 
il suggest it will probably wind up with 
| about the same P90 billion asset base), 
| the new government bank should be 
| able to start operations on a more solid 
| footing. The sanitised PNB would re- 


| tain its branch network throughout the 


| country, rimarily to service agricul- 
| tural lending, which is one of the top 
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— By V. G. Kulkarni in Singapore 


J A short-lived bout of speculation 
| P against the Singapore dollar in Sep- 
| tember and the swift sledge-hammer 
— response by the Monetary Authority 
| of Singapore (MAS) against the 
I ons illustrated once again that 
| the government will not tolerate much 
| external manipulation of the currency’s 
| value. 
| The move by the MAS also di- 
| minishes mooted prospects of a gradual 
| internationalisation of the local unit, at 
| least as long as the deputy chairman of 
| MAS, Goh Keng Swee, is at the helm of 
| monetary policy. More important, it 
| reaffirms the Singapore Government's 
| long-entrenched dogma of maintaining 
| astrong local currency. 
| _ Since the beginning of this year, the 
| Singapore dollar had hovered around 
j  §$2.20-22:US$1, with a brief weakening 
to around $S$2.27 in February and 
- March when the US dollar was at its 
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peak. . 
| Although the US currency fell sig- 
| nificantly from its March high, and 
was especially weak in July and August, 
perceptions of Singapore changed, 

too. 
| As it became clear by August that 
| Singapore's economy was headed for 
negative growth in 1985, pressure on the 
unit mounted and by 12 September the 
i Singapore dollar plunged to a rate of 
| 





$$2.3050 against the US currency — the 
| lowest recorded since 1978. (Between 
| March and around mid-July the MAS 
| had apparently been happy to allow 
the Singapore dollar to drift down with 





SS 
priorities of the ove 
the IMF and the World Bank want. 

A revised credit and pricing system 
which favours the producer rather than, 
as in the past, the consumer, has already 
begun to be put in place. And the em- 
phasis on de-monopolising the coun- 
try's two traditional agricultural com- 
modities — coconut and sugar — could 
benefit from the new PNB network. 
Aside from the agricultural and small/ 
medium-scale division in the p 
merged bank, the new PNB would 
maintain its deposit base and other op- 
erations in a commercial bank division. 
The bank would also become involved 
with the type of investment banking, 
with World Bank and Asian get 
ment Bank financing. which would 
allow a certain amount of development 
funding as well. 

The second bank (as yet unnamed), 
which may actually be set up as a corpo- 
ration, would be designed simply to ab- 





‘Strong-man’s dollar 


| Singapore moves to defend its unit once more 


the US dollar, but around that time 
the two parted company and the Singa- 
pore unit fell precipitously while the 
US currency was recovering much of its 
strength.) 

A worried MAS intervened to stab- 
ilise the local unit, but the intervention 
resulted in the overnight inter-bank in- 
terest rate jumping to 25%, which in it- 
self was a two-and-half-year high. Inter- 
bank rates in previous months had aver- 
aged about 5%. 

Most foreign bankers and,money 
dealers assumed that the Singapore 
Government would not be averse to à 
gradual slide in the local unit, as most 
manufacturers and traders had been 
complaining about the high value of the 
Singapore currency. 

hartists had been predicting for 
some time that the Singapore unit could 
go down further. So a horde of 
speculators, including individuals, in- 
stitutions, banks and corporations — 
riding the wave of what later proved 
only a temporary early September revi- 
val of the greenback — moved to cash in 
on the situation. 

Now it was the turn of the MAS to re- 
taliate. The MAS continued its inter- 
vention and on 16 September, Goh is- 
sued a terse statement decrying specula- 
tion against the local currency and af- 
firming that the MAS was taking action 
to "repel the attack." Goh also de- 
bunked the belief in the market that the 
Singapore authorities wanted a weaker 
local dollar. 

"This belief springs from the argu- 
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sorb all of the government's distressed 
loans. As a disposal unit, the concept is 
to salvage as much as possible from the 
exposure, and finally to sell itself out of 
existence, within 10-15 years, according 
to government planners. With what is 
estimated to be about P60 billion in 
questionable assets, the bank would try 
to either rehabilitate the companies, 
hotels and other institutions for even- 
tual sale to the private sector, try to sell 
immediately some of the assets (in 1984, 
DBP sold a number of foreclosed assets 
— mostly companies in textiles and 
shipping — at a loss of P673 million 
on book values), or simply "close up shop 
and liquidate," as one government 
source says, for those at the low end of 
the scale. 

The third institution, actually con- 
templated for several vears, is an indus- 
trial bank, specifically designed to be 
dominated by private-sector equity and 
enabled to supply medium- to long-term 
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ment that a cheaper dollar will benefit 
our export industries. Both the belief 
and the argument are wrong," Goh as- 
serted. 


Ace to his statement, in the 
manufacturing sector the local con- 
tent of Singapore's exports averaged 
around 20% consisting of wages, rents, 
utilities and locally made components 
— the last item being the smallest in 
most cases. Goh argued that a cheaper 
Singapore dollar would increase the 
cost of imported components — by far 
the largest cost item to manufacturers. 
In order to bring real benefit to ex- 
ort industries, other countries have 
ad to devalue by at least 20% and a 
20% devaluation of the Singapore dol- 
lar, the reasoning went, would reduce 
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Deus d a devel ypment bank. | ‘High risk 


and long gestation were as much a prob- 
lem, analysts say, as were the so-called 
“behest loans” which were doled out at, 
what one DBP official called, “just a 
phone call from the right government 
official. i 


he government has been trying for 
. M more than a decade to lengthen bor- 
j. rowing terms for industrial lending in 
. private-sector banking. And the World 

Bank set up a special Central Bank of 
the Philippines window of originally 
US$300 million, with half of the funds 
emanating from foreign commercial 
banks, to help finance this. But few 
loans were made — largely because 
foreign-exchange risk was to the ac- 
count of the borrower. 

The industrial bank, as proposed, 





THE ROT STOPPED 


Note: Trade-weighted performance against 27 
international and regional currencies. 


| Source: Phillips & Drew. 





Singapore’s manufacturing costs only 

by 496. | 
And for Singapore (which. relies 

heavily on imports) such a devaluation 


could increase the cost of living by 12- 


15%. This, in turn, would raise wages 
and most of the benefits of the devalua- 
tion would be lost, Goh stated. 

In three days of trading from 13-18 
September, the MAS is estimated to 


have sold at least US$400 million in - 


greenbacks through local banks and 
money brokers, resulting in the US dol- 
lar closing at S$2.1960 at the end of trad- 
ing on 18 September. Speculators who 
had sold short were hard hit with inter- 
bank overnight rates rising to an unpre- 
.| cedented 12096. 0n 17 September. (By 
|. the following day, the cost of overnight 

-funds had eased to 2076.) . 





The government would remain a minor- 





ity partner. However, there are still 
serious differences over the entire 
scheme particularly from the ranks of 
the DBP, which fears a serious re- 


: trenchment: in staff and views its own 


structure as compatible with the pro- 
posed government banking structure. 


Past proposals had included making 


DBP into a wholesale bank, moving as- 
sets in agricultural loans (23.5 billion, 
more than 60% of which are viewed as 
uncollectable), into either PNB or the 
government's Land Bank of the Philip- 
pines. | 

Also, the D DBP, while more seriously 
affected by bad assets and favoured 
lending practice, was the first to tackle 
its distressed accounts, trying to re- 
habilitate those salvageable before sell- 
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Other major currencies 
moved in tandem with the ac- 
| tion between the US and Singa- 

. pore currencies in the period. 
"The trade-weighted exchange- 

rate index — comprising 12 of 
Singapore's major trading part- 
ners as compiled by one of the 
republic's leading local banks 
— had declined steadily from 
135.49 on 1 August to 132.66 on 
13 September but rose to 137.30 
on 18 September. .. 
The US dollar — as the pre- 
dominant currency — sets the 
'tone of the market and changes 
between the: Singapore. dollar 
¿cand the greenback tend. to be 
~ somewhat larger than those in 
the index. ! is 


aving E his 

4A M diate aim of shorin | 
"local unit, Goh put ou ‘another 
equally stern warming on 18 
September stating. that the 
MAS intervention had achieved 
its purpose as liquidity in local- 
dollar terms was being injected into the 
market. Goh stated that the MAS can 
influence the exchange rate of the 
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| Singapore dollar because of the prudent 


fiscal policy of his government, “which 
stands in marked contrast to fiscal poli- 
cies of several developed countries: who 


| finance chronic budget deficits by bor- 


rowing domestically or internationally.” 

However, Goh did not mention that 
Singapore’s economic base was small 
and that banks needed the permission of 
the MAS to make large transfers of 
foreign currencies. Banks also have to 
submit daily returns to the MAS of their 


foreign-currency transactions related to 


the Singapore dollar. 

Goh pointed out that Singapore's 
banking structure (where some banks - 
are heavily dependent on int 
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But regar less of the: 
or against the proposed, 
domination by the PNB andi 
Philippine economy is up 
And the inability of the two 
to function positively tor ' 
must become an eventual, if 
long-term, economic reco’ 
their current debilitating < 
is clear. It remains to be si 
the two banks will be able: 
substantial portions of their 
sets — to local or foreign inte 
is hoped. China and Indones 
are understood to have exy 
terest in buying certain i 
sugar mills while the 
ing pulp and ‘pape 
to be good. Others mayi 
saleable, 











































































funding) gave strong | leve 
open-market ope 
MAS. : 
Most foreign: banks d p. 
branch “operations in Singa 

therefore their Singapore-dolla 
bases are very thin. They mu: 
on inter-bank funding from lox 
corporated banks. The tight € 
the MAS over local banks an 
foreign banks allowed branche: 
the MAS- more powerful than th 
tral banks of developed countries 
Goh also warned those who fe 
they must speculate on. curre! 
leave the Singapore dollar alom 
should choose softer targets as 
cise [of MAS intervention] w 
peated if speculation on the * 
dollar re-emerges," the 
stressed. As speculators in- 

currency upsurge had bor 
banks, Goh advised 
loans or not renew: 
if speculation was im 
Corporations which t 
credit lines — unused o 
at $$31.4 billion at the ei 
had-drawn on these fa 
rates and lent them to € 
high overnight rates. - 
companies not to becom 
termediaries. 
As the finance ministers < 
five industrialised cout 
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Reagan mounts an offensive to head off protectionism 


By Robert Manning in Washington 


T battle over US trade policy has 
M taken a new turn as President 
Reagan stepped up his campaign to 
defuse protectionist moves in the US 


veto. 

In his second set of measures un- 
veiled in less than a month, Reagan has 
altered US trade policies, adopting an 
aggressive fair-trade posture aimed at 
| ying open foreign markets, boosting 

exports and, most dramatically, a 
coordinated interventionist effort to 
drive down the value of the dollar. In 
the first phase of Reagan's initiative, he 
announced a series of unfair trade-prac- 
tices cases the US would initiate against 
Japan, South Korea and Brazil. 

The most dramatic change is the ad- 
ministrdtion's decision to launch a pro- 

amme in concert with Britain, France, 
West Germany and Japan (the Group of 
Five or G5) to intervene on a large scale 


— in world financial markets, as well as to 


alter the respective mix of fiscal and 
monetary policies by tax cuts and other 
measures to stimulate growth in Europe 
and Japan and boost other currencies in 
relation to the dollar. The move is the 
product of four months of secret negoti- 
ations initiated by the US Treasury, at 
first with Japan and later with Western 
Europe, resulting in the unusually pub- 
licised G5 meeting in New York on 22 
September. 

In a nine-page statement issued after 
the meeting the finance ministers and 
central bankers of the five countries 


‘| agreed that exchange rates “should 
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better reflect fundamental economic 
conditions than has been the case." The 
Officials also agreed that "policy act- 
ions must be implemented and rein- 
forced to improve the fundamentals 
further." 

There was, however, no mention of 
the means to be employed to achieve 
currency realignments, though officials 
hinted that heavy intervention to lower 
the dollar combined with stimulating 
pev ingEurope and Japan are to fol- 

OW. 

The accord represents a policy odys- 
sey for the Reagan administration 
which has been reluctant to intervene 
in currency markets. Interventionist 
efforts in January were led by West 
Germany, with the US selling only 
US$659 million in a bid to stabilise ex- 
change rates. The US Treasury has some 
US$10 billion in its currency-stabilisa- 
tion fund which could be matched by a 


similar amount in the Federal Reserve. 

However, many financial analysts 
doubt the effectiveness of government 
intervention in financial markets. One 
New York financial adviser told the 
REVIEW that the intervention plan 
would amount to "psychological war- 
fare against the dollar." A congres- 
sional source suggested that “whether 
or not the intervention works, the ad- 
ministration gains politically by creating 
the perception that they are ‘doing 
something about the dollar." 

As it usually takes 18-24 months be- 
fore a drop in exchange rates affects 
trade, even if the intervention plan is 
successful it will have little short-term 





Reagan: policy switch. 


impact on the US trade deficit, cur- 
rently running at a US$150 billion an- 
nual rate. 


n addition to the currency strategy, 

Reagan also has announced the out- 
lines of a programme jointly worked out 
with Republican legislators designed to 
"promote free and fair trade," as 
Reagan said in a major trade-policy 
speech on 23 September. The package 
features the creation of a US$300 mil- 
lion “war chest" to combat subsidised 
export financing, primarily by France 
and other EEC countries. The money 
would be administered by the US Ex- 
port-Import Bank at preferential rates 
as low as 5-796. 

Many other parts of the programme 
outlined by Reagan may dramatically 
affect trade with East Asia. Reagan 
proposed the creation of an inter- 
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agency "strike force" to uncover unfair 
trading practices and develop strategies 
"to counter and eliminate them." In re- 
gard to Japan, Reagan has ordered Sec- 
retary of State George Shultz to seek 
time limits on negotiations to gain great- 
er access to Japanese markets. 

Since the beginning of the vear, the 
US and Japan began high-level talks in 
four key sectors (telecommunications, 
forestry products, medical equipment 
and pharmaceuticals, and electronics) 
known as Market-Oriented, Sector- 
Specific (Moss) talks. US officials say 
there has been substantial progress on 
telecommunications and some progress 
on medical equipment, but little on 
forestry products. Reagan's initiative 
would in effect, force deadlines on con- 
cluding the talks which have been open- 
ended. Another such move that may di- 
rectly affect Japan is Reagan's decision 
to amend US trade laws to put a dead- 
line on dispute settlements. 

Aside from several general points 
such as accelerating the pace of the new 
round of talks armed at modify- 
ing the General Agreement of 
Tariffs and Trade, and de- 
veloping assistance program- 
mes for displaced workers, two 
points will have a direct bear- 
ing on Asian exporters. 

The US will develop 
tougher measures to resolve 
problems relating to counter- 
feiting and piracy of US goods. 
This includes a whole range of 
intellectual-property rights — 
patents, trademarks and 
copyrights — and may have a 
large impact on Taiwan, Singa- 
pore and Malaysia. 

In addition, Reagan said 
the US will *improve our anti- 
dumping and countervailing- 
duty laws so that a predictable 
pricing test covers non-market 
economies." The method of 
determining pricing in a non- 
market system is a controver- 
sial issue and may have a nega- 
tive impact on China's export trade with 
the US. 

Many of the measures announced 
by Reagan were developed in consulta- 
tion with congressional Republican 
leaders. But the trade package drawn 
up by these Republicans goes further 
than Reagan on measures to penalise 
violators of X intellectual-property 
rights, and on strengthening retaliatory 
mechanisms against unfair-trade prac- 
tices, 

Judging by the congressional reac- 
tion to Reagan’s initiatives, it appears 
at best to be having a limited impact on 
the tidal wave of protectionism, Demo- 
crat Sen. Lloyd Bentsen, a co-sponsor 
of the import-surcharge bill, said 
Reagan’s effort on the dollar “is a major 
reversal of policy, but by itself will not 
stop us... . Congress will still be pushing 
hard.” 
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Republican Sen. John Danforth wel- 
comed the move, but said “the tex- 
tile quota bill [the Jenkins Bill] will 
move ahead regardless.” Nonetheless, 
Reagan’s high-profile in favour of free 
trade has begun to blunt the thrust of 
protectionist forces, though how this 
will translate into particular policies is 
not clear. 

Recent developments in congress, 
however, provide an indication that 
some protectionist legislation may be 
unstoppable, in particular, restrictions 
on textiles imports and reciprocity on 
telecommunications trade. The Jenkins 
Bill, which would cut textiles and gar- 
ment imports by up to 40%, was ap- 
proved by the House Ways and Means 
Committee. In the senate, Republican 
majority leader Robert Dole has come 
out in support of the bill. 


poss even more important in guid- 
ing the bill through the congress 
and gaining enough backing to override 
a presidential veto is a shift in strategy 
by the textile lobby. Industry forces, 
fearing a backlash, have began advocat- 
ing a softening of the legislation. 

The new version, which has gained 
support from key senate Republicans, 
would slash imports from Hongkong. 
South Korea and Taiwan to 1980 levels, 
while allowing exports from other 
garment-makers — including China — 
to remain at 1984 levels, with provi- 
sions for increases in the future. În ad- 
dition, the textiles lobby now supports 
curbs to limit shoe imports to 60% of 
the market over the next eight years 
(currently imports have 77% of the US 
market). 

Moves are afoot in the senate to at- 
tach the more moderate textiles-quota 
bill as an amendment to pending legisla- 
tion — such as the Compact of Free As- 
sociation for several Micronesian is- 
lands. The goal is to ensure the two- 
thirds support (67 out of 100) in the se- 
nate needed to override a veto, which 
the White House is promising. With the 
footwear provision attached to it and 
the softened restrictions, it is thought 
that the textiles quota bill stands a good 
chance of overcoming Reagan’s free- 
trade offensive. 

In addition, a telecommunications 
bill sponsored by Danforth and aimed at 
Japan has passed the Senate Finance 
Committee. The bill would require the 

resident to take measures to gain mar- 
ket access for telecommunications pro- 
ducts if unfair trading practices continue 
four-and-a-half months after the law 
comes into effect. 

Senate sources told the REVIEW the 
bill may be incorporated into the 
Republican trade programme still 
under discussion. Moreover, the 
Democrats are also putting together 
omnibus trade legislation which, a 
Democratic Party strategist said, will 
focus on more specific measures to de- 
value the dollar. ü 
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Incredibly 


Swiss. 





Foreign trade is another field in which our 
clients are taking increasing advantage of 
Credit Suisse expertise and special 





services. Our letter of credit business, for - 
example, has tripled since 1981 — 
JE oar wa C7 Lamm oF 
Your Bank guarantees and forfaiting. 
for Foreign Business - Our teams of specialists 
Credit Suisse. are adept at finding individualized, 
In its Incredibly Swiss way, innovative ways of handling 
Credit Suisse has helped each new problem with precision. 
Switzerland, which is small and They could be of benefit to you, 
devoid of raw materials, to too. 


Many thousands of satisfied 
customers from a wide range of 
countries rely on Credit Suisse 
experience in this and other fields. 
Why not you? 


CREDIT SUISSE 


P^ 


become an important centre of 
world trade and finance. 

Credit Suisse has been 
promoting the flow of goods and 
services for a full 125 years. 

Its recipe for success includes a 
dynamic worldwide organization, 
a dense network of correspond- 
ents, a highly-qualified, linguisti- 
cally talented staff and a full 
complement of services including 
export financing, letters of credit, 
assistance in countertrade, col- 
lections against documents, bank 


Credit Suisse. Incredibly Swiss. 
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hony Rowley in Hongkong 
drama and timing, the announce- 
tin New York on 22 September 








ill concert their efforts to reduce 
alue of the US dollar was a near- 
ct piece of stage management. It 
on the eve of à protectionist 
ht in the US Congress and 
days of a welter of international 
and meetings that highlight fun- 
al imbalances in the interna- 














matter. 
annual reports of the Interna- 
.Monetary Fund published on 
ember and that of the. — 





jec Ro days wr iade it 
ntly clear: that. the remarkable 
nic recovery in the US during 
hich spread so much export 


cular, was a flash in the pan. Pro- 
ionism has upset the neat little 
rio of US-led global growth. 
are no doubt that some sort of 
esture was needed.to placate 
he protectionist lobbies in con- 
"and. the developmentalists who 
converge on Seoul from 8-11 Oc- 
or the annual meetings of the 
nd the World Bank, the Reagan 
mstration acted. But, of the list of 
ncerted actions, only the intervention 
as any immediacy about it. The 
all programme still aims at what 
/ be an impossible American (and 
pean) dream of growth with almost 
ice stability. 
IMF annual report identifies a 
x series of interactive factors be- 
he continuing strength of the US 
| all of which suggest that 
gn-exchange market intervention 
kind proposed by the US and the 
Western economies will treat the 
nd not the cause. A key fac- 
the IMF notes, that “US Fed- 
st ve policy, án containing infla- 
pressures. [monetarism in other 
has helped & make the dollar at- 
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st rates. : urope nd Japan “have 
generally ‘matched US interest 





erest-rate spr ads davour of the 
Har have declined since the mid- 
of last — but not to the point 
re the “large and growing transfer 
ings to the rest of the world,” 

have transformed the US from a 
‘net creditor to net debtor nation, 
en arrested. Likewise, the decline 
-dollar earlier this year has to be 














ning of 1985 its effective’ exchange rate 


| period 1974-83. In other words, what it 
lost between March and July took the 


ê US and its leading Western al- 


| to make any real impact on US export 


er to Asian developing countries in-[. 


| T: name of the game anyway has al- 


_ denly to changes in investors’ yield per- 


st. the fact that « at the begin- egustiial countries suggests that t 


was 50% above the average for the 


dollar down only to' its August 1984 
levels. That was nowhere near enough 


competitiveness. 

Direct investment flows to the US 
have increased and with a substantial 
decline in new bank lending to develop- 
ing countries, the US has also experi- 
enced substantial net banking inflows, 
notes the IMF. "Both developments 
acted to strengthen the US dollar." 


Which all suggests that exchange-mar- 
ket intervention will be about as effec- 
tive in the long term in stemming the US 
dollar's strength as King Canute's at- 


















IMPORT PATTERNS 


B Other industrial 
country imports 


enin m AX 


tempts to stem another kind of massive 
liquidity flow. 


tered enormously since the days 
when trade balances dictated exchange 
rates (and therefore fiscal policies to 
some extent) and when foreign- -exchange 
markets were still of a size to allow mean- 
ingful intervention from national re- 
serves, Financial-asset markets now 
have a determining effect upon exchange | 
rates, as the IMF report notes, and ex- 
change rates nowadays can respond sud- 


ceptions and expectations. This means 
the Federal Reserve and other central 
banks will have to second-guess this host 
of foreign-exchange market players if 
they are to make intervention work. 
The IMF report also notes that “i 

ternational capital mobility by Pilar a 
country accesss to foreign saving, allows | 
it more flexibility i in its Macroeconomic | 
policies; recent experience of major in- | 
he as- 












with the connivance ofi its major part- 





n ‘among the n major 
rial nations, has run a (domesti- 


| cally. stimulatory). budget deficit while 


also maintaining a current-account de- 
ficit of some US$140 billion over the 
past two years — courtesy largely of 
foreign savings. .. 

The strong dollar meanwhile, while 
keeping down inflation in the US, has 
(aided by a rundown of. domestic sav- 
ings) boosted import demand substan- 
tially. This has benefited developing- 
country exports. enormously (though by 
no means evenly among countries and 


| products) and contributed to a sharp fall 


in developing-country payments deficits 
generally, says the IMF. However, if 
the music has not yet stopped, the 
tempo has slowed down à good deal. 
The IMF report notes a downturn in US 
economic activity. in the early part of 
this year (which has worsened since) 
though with some: compensating pick- 
up in demand elsewhere. | 
Gatt is more pessimistic. "Indica- 
tions that the [economic] re- 
covery is slowing down this 
year more than expected, espe- 
cially in North America and 
parts of Southeast Asia, could 
signal that the world economy 
is in danger of slipping back 
into the anaemic performance 
iof the post-1973 era,” it says. 
One reason for this is that 

_ world trade growth, which last 
year reached 9%, and global 
production growth which hit 
5.595, could well fall even 
below the respective levels of 
5% and 3% forecast for this 
year. 

The international trading 
system is threatened by pro- 
tectionism.. — an inevitable 

outgrowth of the huge US trade deficit. 
But the most immediate danger to the 
trading system is that "it will become 
a scapegoat for problems whose ori- 
gins lie outside the trading area,’ 
says Gatt. “Better trade policies alone 
are not sufficient to strengthen and 
spread economic growth and job crea- 
tion because they cannot solve prob- 
lems created by inept policies i in other 
areas.’ 

Gatt obviously considers exchange- 
rate movements and their “undeniable 
impact on the international economy” 
as one major area where there is ample 
scope for policy ineptitude. Its asser- 
tion that "attention is turning to the 
underlying factors which influence ex- 
change rates, in particular thé macro- 
economic. policies Of the major coun- 
tries” is partly borne out by the Group 
of Five Ex announced on 22 Sep- 
tember but belied. the market inter- 
vention which the US is resorting to, 
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experience) it will probably permit the 
US and other countries with fundamen- 
tal problems they prefer not to grapple 
with to procrastinate. The IMF report - 
identifies what’ it calls the “three most. 
important areas” in which policy adap- 
tations are called for to consolidate the 
' économic gains achiéved in 1984 and 
; this year. | : 

“These, it says, are: correction of fis- 
cal imbalances, "elimination of struc- 
tural rigidities. that impede the efficient 
allocation of resources” and the need 
for “determined re stance to protec- 
tionist pressures : 
tempt to ge 
| seeks an easy way ou | ake pr 
sure off the protectionist debate but it 
could backfire badly if the outcome is a 
flight from the dollar ‘which aggravates 
the financing of Washington's fiscal de- 
ficits. before it: benefits the current ac- 
count. 

The one thing the IMF refuses to 
compromise on is the continuing need 
for anti-inflationary policies and for 

"monetary decéleration." These may 
have to be compromised in time, how- 
ever, if stop- gap solutions like the pre- 
sent onefail. ^ - 

Just what a weaker dollar (albeit. 
perhaps a short-lived one) portends for 
developing-country exports from Asia 




















The. Reuter Foundation will award six. 
University Fellowships to journalists from 
developing countries for the 1986-87. 
academic year. Three of the Fellowships will 


be tenable at Oxford University, 


two at Stanford University, California, USA, 
and one for French-speaking journalists at 


Bordeaux University, France. 


. Asa Trust established by Reuters, 
the international news and information 
organisation, the Reuter Found 


assists the media of developing 
countries by providing special 








opportunities to journalists for study and 


and elsewhere is a complex qt estion. To 
the extent that they preserve the exist- 
ing weighting of their foreign-exchange 
baskets, it should mean an improve- 
ment in competitiveness in non-US 
markets. And the IMF appears reasona- 
bly optimistic about the outlook for de- 
mand recovery outside the US. But 
some may choose to revalue in order to 
avoid inflation or (like. Singapore) sim- 
ply to preserve. strong currencies. 


n important factor enabling Asian 
countries as a group to preserve en- 
viably low rates of inflation during the 
past three years — averaging between 
6-7% compared with over 30% for deve- 
loping countries (including Latin Ame- 


rican ones) as a whole — has been the 


fact that in many cases their currencies 


technology. 


England, 
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The awards will cover the cos 
tuition and accommodation. Applicants must be 
aged between 25 and 40 and have at least five 

years professional experience in journalism. 
-= Foranapplication form, please write now 
in English or French, to the Director, | 
the Reuter Foundation, 85 Fleet Street, 
London ECAP 4AJ, England. 
^ Telephone: 01-250 1122 
Telex: 23222. The fin 
receipt of completec 
17 January 1986. 
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| By Hamish McDonald in Sydney 
D. iB reforms announced by Australian 
y _ & Treasurer Paul Keating on 19 Sep- 
i _ tember will substantially boost the at- 
| tractiveness of investment in company 
| shares by individuals, and possibly dam- 
| pen some of the rampant takeover ac- 
| tivity now preoccupying listed enter- 
| prises. 
‘| The chief instruments will be a new 
| System of “imputation” to end the dou- 
| ble taxation of profits through corpo- 
| rate tax and income tax on dividends, 
| and a tough new capital-gains tax. 
jJ The reforms are the culmination of 
| 10 months of study and debate, includ- 


| ing an ill-advised summit meeting of 
^| interest groups called by Prime Min- 
à = ister Bob Hawke to build consensus 
| around more radical proposals based on 
{| a new broad-based consumption tax 
—(REvIEW, 18 July). These have sunk 
- under a welter of objections from trade 
unions and other lobbies, but Keating 
| has managed to salvage more than a lit- 
- tle from the wreckage. 

—— The changes will not be embodied in 
— legislation for some months, and most 
—of the main elements will not be applied 
| in full until July 1987. 
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| By Paul Ensor in Seoul 

| “Fhe South Korean Government is 
4 & weighing its alternatives following 
| the 7 September announcement by Pre- 
| sident Reagan that the US administra- 
! d on has included the South Korean fire- 
insurance and life-assurance markets 
among cases to be investigated under 
- Section 301 of the US Trade Act follow- 
| ang complaints that they are unfairly 
| protected (REVIEW, 19 Sept.). The US 
| move apparently took Seoul by sur- 
| prise. A government spokesman issued 
| a brief response to Reagan's announce- 
| ment, saying that fire insurance would 
| be opened to foreign entrants next year, 
| and à study was underway regarding the 
| life-assurance market. 

| _ The insurance issue is an old irritant 
| in bilateral-trade relations between the 
| two countries. US companies would like 
|] to enter South Korea's fast-growing 
| market, which was the world's 12th 
j largest in 1983, with combined life and 
] non-life premiums amounting to 
| US$3.9 billion. That is compared to a 
global ranking of 28th in 1975 when pre- 
miums totalled US$291 million. 
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| A tax boost for equity 


i i Australian reforms end double-dividend taxation 


Life-threatening fire 


| Seoul in a quandary over its closed-shop insurance market 







Nursing his own constituency could 
be Keating’s main problem rather than 
attacks from the conservative opposi- 
tion, who have found it hard to disagree 
with much of the new package. He has 
had to offer most of the tax-relief car- 
rots to entrepreneurs and high-income 
earners to avoid any investment shut- 
down, while wielding a heavy stick to 
discourage tax-avoidance. 

Re-alignment of income-tax scales 
will see only a minor cut in the bottom 
rate from 25% to 24%, while the top 
marginal rate (applied from A$35,000 
or US$24,800) will fall from the present 
60% to 55% next September and to 
49% in July 1987. Intervening rates are 
graded between these. 

Keating said very few taxpayers now 
paid the top 60% rate, because high-in- 
come earners had moved en masse to 
take advantage of  tax-avoidance 
schemes. “It would be stupid not to rec- 
ognise the lesson of recent history,” he 
said. “Taxpayers just will not pay 
ridiculously high marginal tax rates. 
The system invites abuse if it attempts to 
impose such a burden.” 

The lower rates will soften the blow 


Two US companies, American 
Home Assurance (AHA) and Cigna are 
currently operating in the country, but 
they are completely shut out of the life- 
assurance ‘business which accounts for 
the majority of the market — South 
Korea’s six life-assurance houses col- 
lected US$2.9 billion in premiums in 
1983. They are also barred from most of 
the fire-insurance market. The two 
companies engage in various non-life 
lines, such as casualty and home insur- 
ance, as well as vehicle insurance, which 
they have been allowed to write only 
since February. 

AHA’s resident vice-president, Pat- 
rick Dutrey, says his office has lost 
money since it opened in 1968. “As the 
market has grown, so has our business, 
and so have our losses," he says, be- 
cause his company is barred from offer- 
ing fire and life cover, while allowed to 
do other relatively unprofitable lines of 
business. Foreign companies rely a 
great deal on foreign customers for busi- 
ness — around 60% of AHA's business 
comes from resident foreigners. Within 


Keating: lesson of history. 
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of returning to the system after Keating 
closes many of the lar escape 
routes. Cross-deductability of losses 
from property and farming investments 
will be severely curtailed. Deduction for 
film investments has been maintained, 
after protests from the thriving film in- 
dustry (REVIEW, 12 Sept.) but reduced 
from 133% to 120% which, when com- 
bined with the effect of lower marginal 
income-tax rates, will make investors 
more selective. 

The government has achieved no 
more than a temporary solution to its in- 
come-tax problem, however. The bulk 
of the workforce is being carried quickly 
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the areas of the domestic market open 
to them, the two US companies had a 
2.7% share of total premiums in 1984, 
smaller than the 4.5% share they held in 
1980. 

The government has made some ges- 
tures to open areas of business to outsid- 
ers. In 1981 marine insurance was 
opened, and since 1981 the "mortgage 
pool" has been in the process of being 
dismantled, The mortgage pool was a 
closed market under which the coun- 
trys 13 non-life companies took an 
equal share of premiums paid on insur- 
ance for mortgaged property. The 
pool's annual premiums amounted to 
Won 17.5 billion (US$19.7 million) in 
1981; since then no new policies have 
been signed under the pool system, and 
the pool’s size was down to Won 4.5 bil- 
lion last year. This year the government 
allowed foreign companies to move into 
the generally unprofitable car insurance. 


T foreign sie evaa complain that 
these changes have made little dif- 
ference. The mortgage pool no longer 
exists, but the connections between 
the banks, the insurance companies 
and the customers stand firm, and 
it is hard to break into the business. 
Marine insurance is a similar story; 
the large chaebol, which are the 
main customers for marine insurance, 
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which presently cuts in at only about 1.5 
times average earnings. Keating's pro- 
clamation that “in the future no Austra- 
lian will be required to pay more than 
half his or her income in taxation" thus 
struck many as a dubious boast. 

The radical departure is in fact the 
system of full imputation, in which Aus- 
tralia is preceded only by a few others. 
By this, a shareholder receiving a di- 
vidend can “impute” back onto his in- 


~~. 


=t%3 ex 2N 


come the corporate tax paid on the dis- 
tributed profit that produced the di- 
vidend. This imputed tax can then be 


deducted from his own taxable income. 


Stock exchange: gains for investors. 


normally use their in-house companies. 

Fire insurance is dominated by 
another pool, which includes all fire in- 
surance that is compulsory according to 
law: buildings of more than four storeys 
or a certain minimum floor area in the 
seven largest cities must be insured. 
This leaves very little business outside 
the pool; in a country where individuals 
are still discovering insurance, fire in- 
surance on homes and other small build- 
ings is unusual. Under the guidance of 
the Korean Fire Pool Association, pre- 
miums are collected on all complusory 
policies and divided equally among the 
13 companies. The profits on this 
guaranteed business, which amounted 
to Won 84.4 billion last year, are be- 
lieved to be extremely high. 

Local insurance companies and the 
Ministry of Finance (MoF) argue that 
the market is too small, and the com- 
panies still too inexperienced, to allow 
foreign competition on an equal foot- 
ing. As the 12th-largest market in the 
world, and growing fast, the first argu- 
ment does not seem very persuasive. 
However, in view of the consistently 
bad results of local insurance com- 

anies, and the over-regulation of the 
usiness by the government, the second 
argument has some merit. 

South Korean insurance companies 
have a shaky profit record. The 13 non- 
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«8 part ot the system, the cc 
tax rate will be lifted (from July 1987) to 
match the top marginal income-tax rate 
at 49% from its present 46%. A tax- 
payer in the top marginal bracket would 
therefore pay no income tax on his di- 
vidend earnings, while those on lower 
scales would receive their dividend in 
full and still have some imputed tax to 
deduct against other income. 
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37 back up this incentive for equity- 
holders, Keating closed the gate on 
several alternative investment routes 
that have seriously eroded the com- 
pany-tax base. Public unit trusts that 
traded or operated a business would be 
taxed like companies, he said. This is 
expected to halt the recent trend of 
trusts being formed to run businesses as 
diverse as coal mines and casinos. How- 
ever, the more passive trusts, in prop- 
erty or equities, will not be taxed. 

The introduction of capital-gains 
tax, at full marginal rates on assets 
bought after Keating's announcement, 
will also see a steady shift towards earn- 
ings from interest or profit rather than 
capital gain — a feature of many invest- 
ments under the present system 
whereby gains are not taxed except in a 
few easily avoidable circumstances. 

Initial financial-market — reaction 
tended to focus on the negative side of 
Keating's reforms. The mood was not 
helped by his announcement that with 
immediate effect the tax deductability 
of business entertainment would cease. 


life houses recorded à combined 
cumulative deficit of around Won 80 bil- 
lion last year, with only five reporting 
rofits. Life companies are also regular 
osers, though combined dificits of Won 
48 billion in 1983 were a much smaller 
share of their overall turnover. 
| nsurance is heavily regulated in South 
Korea, with rates and underwriting 
fees set by the government. The mar- 
ket is dominated by in-hourse com- 
panies which cater to the needs of their 
respective business groups, making 
price competition of secondary impor- 
tance. Profits are cut by business 
groups' habits of using their insurance 
companies as sources of ready cash. 

When companies do compete, they 
do so by extending loans to customers 
and rebating agents' commissions. As of 
Tune 1984, loans extended by life com- 
panies amounted to 65% of their total 
assets. Another form of investment 
favoured is property; some of the 
flashiest new buildings in Seoul, includ- 
ing the newly completed 63-storey 
Daehan Life ——— Building, are 
owned by insurance companies. 

Most of the growth of the market as a 
whole in recent years has come from the 
life end of the business (last year pre- 
miums collected in this sector were up 
29% compared to overall: premium 
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NIC considerec arithmetic led to. j l 
surge on Australian stockmarkets soon |. 
afterwards. Analysts pointed out that |. 
an untaxed dividend yielding even 10% | 
on the investment would become more _ 
attractive to a top-bracket taxpayer 
than any alternative with less than a 
19.5% yield. This was expected to p xl 
duce a re-evaluation of stocks in favour 
of steady dividend producers such as 
banks, retailers, and ue i j 
trials over "growth" stocks relyi 
appreciation as well as dividendi 
tract investors. : 
Many of the companies that have 
based their growth on acquisition W 
also find their environment contracted 
by the new capital-gains tax, with the 
prospect of a 49% tax on profits gained 
from selling out of takeover ploys ol 
breaking up newly acquired assets. 
Imputation will not advantage many 
of the large institutions which are in- 
fluential players in sharemarkets, be- 
cause of existing tax exemptions, or 
foreign investors. Corporate tax on re- 
tained earnings, of course, will be up by - 
6.5% and combined with the fringe- 
benefits tax, companies face a higher: 
tax burden. | 
However, individuals, either invest} | 
ing directly or through equity trusts. - 
— to in baadea eke, [n particular, | 
traders and entrepreneurs who own and 
run small businesses will have their. 
overall tax burden halved. The Labor | 
Party tax package is thus in many re- © 
spects a charter for small capitalistss Eg. 
l 


growth of 2.5%), and this growth trend 
is expected to continue. Several social: 
and economic factors lie behind this 
phenomenon. Life assurance has be- 
come a popular form of saving, largely” 
because of relatively low returns øm 
other legal forms of savings. and i so 
because life policies can be used as cok 
lateral against personal loans. Cur- | 
rently, around 30% of the populatior J 
holds some form of life cover. | 
Reagan's announcement that the US | 
is formally looking into the closed na- 
ture of the market may have worsened | 
an already proctectionist political cli- - 
mate in Seoul. With the South Korean - 
economy slowing and exports to the US” 
down, US protectionist action as well as 
forced market-opening measures are — 
not ular. The press has reacted par- - 
ticularly strongly to the new US pres- ^ 
sure on insurance. As one official atthe — 
International Economic Policy Council f 
(IEPC) at the Economic Planning P 
Board put it: *We can understand the 
political pressure on Reagan to take 
some action, but we wish the US could 
understand the political pressure under 
which we work here," Kim Kihwan, 
who heads the IEPC, was unhappy with 
the sudden, unilateral nature of the an- 
nouncement. “This sort of thing ends up 
causing one or both sides to lose face," 
he said. o 
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mn fuses, etc.) 
e Single phase transformers from 25 to 5 000 VA 
@ Three phase transformers from 3 to 31.5 kVA 


ingle phase autotransformers from 100 to 
,000 VA, 220 V/110 V or 110 V/220 V 


Bell transformers 220 V/3, 5, 8 V 
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Foreign Trade Company 
Bucharest — Romania 
216, Calea Victoriei 
Telephone: 50 28 70 
Telex: 11388 


China remains a mystery to businessmen 
around the world. Which is why they have 
a difficult time assessing China's potential 
as a market for their products. 

Yet, for 23 years, the CHINA TRADE RE- 
PORT has helped China Traders elimi- 
nate most of the guess-work in doing busi- 
ness with this enigmatic country; and 
helped boost their profit opportunities. 
This authoritative journal comes packed 
with information and statistics on China — 
every month. It indexes dates, significant 
developments and contracts; supplies 
trade indicators and up-to-date assess- 


- ments of China's fluid trade relations. 


An annual subscription to the CHINA 
TRADE REPORT is an investment that 
may well pay better business dividends 
for your business in China. 


A confidential monthly newsletter. 


Exclusive to subscribers. 
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ORDER YOUR SUBSCRIPTION 
(12 ISSUES) NOW! 


The CHINA TRADE REPORT is compiled and 
edited by the Far Eastern Economic Review, 
Asia's most widely-read business news magazine 


Post this coupon today! 

Circulation Manager, 

Far Eastern Economic Review, Ltd., 
G. P. O. Box 160, 

Hong Kong. 
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Please enter my one year subscription (12 issues) 
for the CHINA TRADE REPORT.1 enclose ... 
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Steeled for hardship 


Singapore’s National Iron group faces lean, mean times 


By Nick Seaward in Hongkong 
W hile their colleagues sweated to 
keep two of the electric arc fur- 
naces fed at y re's National Iron 
& Steel Mills (NISM) a few weeks ago, 
other workers could be seen a few 
hundred yards away tending a make- 
shift brazier, burning large wads 
of paper money to feed the spirits of 
their ancestors. Nearby, these dutiful 
workers' own sophisticated production 
line was standing idle. This year, it 
seems, it is not only the ghosts who are 
in danger of going hungry. 

As Singapore's only steel producer, 
supplying 90% of local demand for bars 
and rods, NISM has been among the 
first to be affected by the downturn in 
the republic's economy. The slump in 
the construction industry has been par- 
ticularly severe, with demand for de- 
formed bars — which are used in the 
reinforcement of concrete — fallin 
from more than 800,000 tonnes in 198 
to a projected 480,000 tonnes this year. 

While NISM can probably offset 
some of the drop by exporting, the 
state-owned company’s managing di- 
rector Ang Kong Hua told the REVIEW 
that the sprawling Jurong plant is cur- 
rently operating at around 80% of its ef- 
fective 600,000 tonnes-a-year capacity. 
If the US imposes restrictions on the im- 
port of Singapore-made steel products, 
this rate may have to drop further. 

The company is still making money, 
however, and capacity has been re- 
duced since the middle of last year with 
the mothballing of the old Nos 1 and 2 
mills. Total production of steel products 
in 1984 was 2% down on the previous 
year at 474,000 tonnes, but Ang does 
not reckon that output will register too 
drastic a decline this vear due to en- 
couraging demand for wire rod — a 
market NISM entered in July last year 
with the commissioning of a S$45 mil- 
lion (US$20.5 million) new production 
line. After the 8% drop in steel output 
in 1983, it looks as if the curve is level- 
ling off. 

Sustained demand for wire rod, 
which is not as closely tied to the for- 
tunes of construction, together with an 
accelerated programme of public hous- 
ing building by the government's Hous- 
ing and Development Board, will also 
help. Civil projects brought forward by 
the Public Works Department in Singa- 
pore have also given Ang cause for 

ope. "It will not be a plunge into the 
abyss," Ang told the REVIEW, but he 
warned that depressed prices posed a 
far greater threat to the company. 

With world overcapacity in steel- 
making estimated at 30% , prices for de- 





formed steel bars have fallen to around 
US$240-250 a tonne. Meanwhile, the 
price of scrap, which NISM's arc fur- 
naces use exclusively to melt down into 
usable steel, is about US$100 a tonne. 
The difference between the two prices 
does not leave much room for operating 
costs and profit. 

To keep out the Japanese, who have 
about 10% of the local market, the 25% 
Singapore Government-owned com- 
pany has been forced to match prices 
which Ang believes are so low because 
of dumping. He is having to stave off ac- 
cusations that NISM is subsidised by the 
government and is itself dumping its 
own products on the world market. “We 
are not subsidised at all, period,” he 
told the REVIEW. “The truth of the mat- 





ter is that we have to dump in our own 
backyard — we are subjected to other 
people’s dumping so I have to match 
them.” 


t is no secret that NISM benefited from 

strong government protection in the 
early 1960s, including a ban on the 
export of steel scrap — which essentially 
gave the company a monopoly over the 
market and control of the price of its 
main raw material — and the fixing of 
finished steel price. Now, says Ang, the 
position is very different and the only 
two genuinely free markets for steel 
in the world are Singapore and Hong- 
kong. 

Malaysia offers little prospect of ad- 
ditional markets: it has prohibited the 
import of steel products for some years 
and its own mills supply around 600,000 
tonnes of billets a year to half a dozen 
rolling mills — one of which, Southern 
Iron & Steel Works, is an associate of 
National Iron. Rebar produced by these 
mills sells for M$850- (US$34 -361), 





or nearly twice the going international | 
price. —1 



















The depression of prices has proba- 
bly had a more dramatic effect on f 
NISM's bottom line than the lack oF P 
available markets for its steel. In 1984, 
the group's turnover fell a little more 
than 5%, while net profit collapsed by” 
81% to S$3.7 million. E 

The low international price of steelis P 
not the whole story, however. NISM in- P 
curs 18% of its costs from the enormous 7 
amounts of electricity needed to melt 107 
tonnes of steel at a time in its furnaces. 
As a major power customer, accounting 
for 4% of the nation's electricity coms 
sumption, NISM has been lobbying 
hard behind the scenes for a cut in the P 
Public Utilities Board (PUB) tariff —or ^ 
at least an off-peak tariff for its third 
shift, such as that introduced in Malay- 
sia a few months ago. 

If NISM does get cheaper power. 
there is every chance that its products | 
will become increasingly competitive, ~ 
The installation of a meltshop computer 
system is now completed, providing P 
further cost savings in manpower and al- 5 


1 
mills has been 
trimmed from around 1.000 to some 
800. 
The performance of group sub- | 
! 


j 


iA 
at 


sidiaries — particularly the 43°%-owned 
industrial-oxygen company National 
Oxygen (NOX) and others catering to f 
the main steel-producing activities of | | 
NISM — will still depend very much om d 
the performance of the mills themselves T 
this year. NOX's pre-tax loss of $$3.9 13 
million last year should be turned 
around, however, as the result mainly ! 
reflected start-up costs. 

Almost certainly facing a worsening 
operating loss this year are the con- | 
struction prefabrication companies in | 2 
NISM's Eastern Industries Group. 
These lost S$1.9 million in 1984 and 
with construction activity way down this 
year, despite the Mass Rapid Transit 
railway project now in full swing, East- 
ern is bound to bear the brunt. o 
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| Against the grain 





| Japan's sudden shift to Chinese corn has the US worried 


| By Bruce Roscoe in Tokyo 
um n he decision by Japanese grain trad- 
| M ers to regard China as a long-term 
| supplier of corn appears set to become 
-| another major irritant in trade relations 
| between Japan and the US. Corn is the 
_ biggest US export item to Japan. US 
- sales of 13.7 million tonnes in calendar 
| 1984 amounted to US$2.2 billion for a 
—97*6 share of Japan's corn imports. _ 
.— US officials say the US share this 
— year will drop to 75% as a result of 
"China's sudden entry into the Japanese 
- feed-grain market — and alternative ex- 
- port markets for the US grain have not 
been identified. That is significant, con- 
‘sidering Japan took as much as 28?5eof 
total US corn exports in 1984. China 
shipped 900,000 tonnes of corn to Japan 


án fiscal 1984 (ended 31 March), but this 


^ 


_ year contract volumes total 2.5 million 


ete 


. tonnes. 
- — Japanese traders could not be hap- 
pier. They are clearly playing US and 
Chinese suppliers off against each other 
— on price. When Marubeni Corp. early in 
- 1984 ordered Japan's first corn ship- 
| ment from China, the cost-and-freight 
| price a tonne undercut US prices. Since 
| then, at least four other Japanese trad- 
| ing houses have begun importing corn 
| from China. This year the Chinese price 

—] has edged up to US$115 a tonne, against 

| US$110 for US corn. 

—] If price were the only factor behind 
| Japan's switch, the US would have little 
| cause to become upset. But there are 
| grounds to suspect that Japan may be 
| taking political considerations more 
| into account in agreeing to take such 

| high volumes of Chinese corn at short 

| notice. Corn already has been been 
cited at government-level economic 
| talks between China and Japan as one 
| commodity Japan could import to help 
"reduce its approximately US$6 billion 
| trade surplus with China. 

| Chinese leaders — most recently 

| Deng Xiaoping — have told Japan that 

-| China will slash imports of Japanese 

| consumer goods unless action is taken 
į to buy more from China. “That type of 
pressure has us nervous," said one US 

. Official in Tokyo. “Japan is considering 
its USS6 billion deficit with China. 

- | Our deficit is running up to US$50 bil- 
— | lion this year, and it is like pulling teeth 
. to get them to do something for us.” 
| Further, the finality of the Chinese 
_| warnings on the trade deficit seem to 
| have shocked Japan into action. By 
comparison, Japan is showing signs of 
immunity to US pressure, rarely backed 
by action of the severity China is 
threatening. 

Although there is no hard evidence 


+ 












yet that the Japanese Government is 
using “administrative guidance” to in- 
fluence the grain trade in China’s 
favour, there are signs that it may be 
doing so. One is that some of the corn 
contracts, according to one Japanese 
trading house, have formed part of 
countertrade deals requested by China 
to conserve foreign exchange. 


pou motives aside, Japanese 
traders have good reason to secure 
Chinese grain. Although China often 
fails to keep its deliveries on time, it is 
using 3-4,000 dwt-tonne grain carriers 
which have the advantage of being small 
enough to slip into regional Japanese 
ports, close to compound feed mills. 
That represents a saving of US$5-6 a 
tonne in internal transportation costs. 
US corn arrives in 50,000-dwt tonne car- 
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riers, mostly unloaded at Yokohama. 
Much of the corn is broken in the pro- 
cess of loading and unloading from car- 
riers of that size whereas the Chinese 
corn remains whole. Chinese corn is 
washed by hand and is therefore 
cleaner. It is also lighter, giving more 
volume a tonne, because the moisture 
content is low at 12% compared with 
15% for the US, according to the Japan 
Feed Association. 

Grain specialists are divided on whe- 
ther the Chinese supply will be short or 
long term. Marubeni's feed department 
believes China will continue to export at 
least 2.5 million tonnes a year for the 
next four to five years. But the feed as- 
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rained to keep up that 
pace. Corn cargoes for some Japanese 
contracts this year have had to wait in 
port for up to two months before load- 
ing. And the current bumper US crop 
may mean that China will be unable to 
compete on price in 1986. Traders say 
the US is losing ground this year be- 
cause bad weather took its toll on crop 
quality. 

US officials see the competition 
focusing more on price, and worry that 
the US may be pricing itself out of the 
market. Customarily, price supports for 
corn growers have been ratcheted up to 
cover inflation. And though the US 
must export about 30% of its corn crop, 
little effort has been made to ensure that 
the farm-gate price will be export-com- 
petitive. A strengthening US dollar has 
magnified the problem. 

The US this year is losing a big chunk 
of Japan's cotton. market to China 
mostly because of similar domestic pric- 
ing reasons. In calendar 1984, the US 
claimed 51% of Japanese cotton im- 
ports for a return of about US$660 mil- 
lion. This year, US officials say they will 
be lucky to capture 25% of the market. 
China's burgeoning agricultural 
exports are also threatening US 
sales of vegetables, notably soya- 
beans. 

A report by the US Depart- 
ment of Agriculture, titled China: 
From Customer to Competitor, 
concludes: “Dramatic changes in 
China’s agriculture have caused a 
major shift in the country's posi- 
tion in world agricultural markets. 
China remains an important export 
market with some long-run poten- 
tial. But it has also become an un- 
welcome source of new competi- 
tion in many international mar- 
kets for US farm commodities.” 

Perhaps strangely, the US has 
not put corn on the political 
agenda for talks with Japan, 
though US officials say the new 
Japan-China trade has taken on a 
"political - taint.” While the 
Reagan administration, and the 
US Congress, are fuming over the 
deficit with Japan, neither appears 
to have even considered policies 
aimed at sharpening export competitive- 
ness, though corn ts the top US export 
item to Japan, and probably the most en- 
dangered. 

If Japanese corn imports are shown 
to favour China for political reasons, 
the US could respond by attacking the 
high tariff levied on corn imported for 
use in starch — about 4 million tonnes 
last year — as opposed to feed (about 10 
million tonnes). This tariff is employed 
to guarantee a ready market for a col- 
ony of traditionally protected potato 
farmers on the island of Kyushu. Pres- 
sure to cut the tariff could raise Japan- 
ese eyebrows as quickly as they seem to 
flicker at the wishes of Peking. o 
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The Boeing 767-200 


has 12% more cargo volume 
than the competition. 


Whenit comes to pallet and container 
capacity, the Boeing 767-200 is at the head 
of its class. It offers more space. More 
flexibility. And therefore, more revenues. 
The 767-200 does all this while giving 


passengers one of the most comfort- 
able rides in the sky. In one of the most 
fuel-efficient À 

jetliners in ò 
the world. z 


LETTET 





BOEING 
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The Ong Group of companies is heavily involved 
in everything from rubber, real estate and ceramics to 
banking, finance, gold, stock and commodity trading 
— often in many countries. 

That's why a global network and industry 
expertise are such vital components in our relationship 
with them. 

The Chase Partnership. 

A simple but dynamic approach which enables us to 
serve you better — whatever your business. 
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Sabena. 
Savoir faire in the air. 


Every detail designed to make travel 
a pleasure - that's Sabena Business Class 





With their intercontinental Business Class ser- A 
vice Sabena have thought of everything. Spe- 
cial facilities will Speed you through check-in 
and into the Business Class lounge at most ma- 
Priority boarding and disembarka- | 
an extra spacious cabin at the front of 


tha Alana uil Gor 
Ihe [ if pe WII keep 


real cutlery. A refre shir 9 not towel? Your favou- 
rite magazine? "music on the 


Iree ni-fl ear 


A movie? A litt e 
pnones 


And when vou arrive you Il find that your 
t to be That's Sal 


jor airports uggage Is tir unloaded 
savoir faire 


Naturally 


tion and 


from the crowd Sabena also offer a Business 


you away 


A Special cabin staff will serve you com- Class service aboard their Boeina 737s 
plimentary drinks - including champaane - and 
a choice of menus served on real crockery with four travel agt abena office has all the deta 


Make sure you're booked aboard 


SABENA 


BELGIAN WORLD AIRLINE: 





HOTEL IN PERFECT HARMONY. | 








Relax in the impressive lobby of the Shangri-La, Kuala Lumpur 
and you'll be soothed by the sounds of our resident string quartet. 
But the harmony doesn’t end there. Throughout your stay with 
us you'll experience a service finely tuned to your every need, 
with superbly appointed rooms, four specialty restaurants, and 
even a fully-equipped health club. 

In Kuala Lumpur, where else but the Shangri-La could bring such 
music to your ears. 


IN KUALA LUMPUR WHERE ELSE BUT THE SHANGRI-LA 














A Shangri-La hotel 


A SHANCRI-LA INITERNAIHONAI 








` i 


Shangri-La Hotel, 11 Jalan Sultan Ismail, Kuala Lumpur 04-01, Malaysia. Tel: (03)222 555 


Or Shangri-La International: € Hong Kong (5)242 367 ¢ Singapore 338 3300 € Australia Std free (008)222 448 * London 
* Tokyo (03)667 7744 * USA & Canada (800)45 / 505 


Shangri-La Singapore. Shangri-La Kuala Lumpur. Shangri-La Bangkok (1986). Shangri-La Beijing 


— Án: 


tesi PAM 


MT 


F 


EY, p 
— 


sats ot See 


2322. 


World banking 
is our business 


BNP is Europe's largest bank, 

with a worldwide network 

v | aP o operating in 74 countries. 
UOT | | With over 100 branches, 
| & a subsidiaries and 
Sn Ayyy representative offices 
= = throughout the Pacific 
| : o o Basin, BNP is ideally 
placed to meet your 

— (o o c o 7 8 business and 
yyy banking needs. 


BANQUE NATIONALE de PARIS 


Head Office: 16 bid des italiens, 75009 Paris 
Tel.: 244.45.46 - Telex: 280605 
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POLICIES 


In exchange for what? 


Taiwan debates the benefits of freer currency movements 


By Cari Goldstein in Taipei 


E: as Taiwan moves hesitantly 
along its declared path towards 
“liberalisation and  internationalisa- 
tion" of the economy, financial au- 
thorities appear set to reject repeated 
calls for substantial easing of strict 
foreign-exchange controls. 

In meetings of the Economic Reform 
Committee (ERC) — à high-level pones 
of government, business and academic 
leaders set up in early May to seek ways 
out of the current economic downturn 
— prominent economists have even 
called for the controls to be scrapped 
completely. More modest propone s for 
step-by-step liberalisation have a better 
chance of eventual adoption, but key of- 
ficials’ conservative approach looks cer- 
tain to make any progress slow at best. 

Restrictions on banking operations 
run counter to the government's previ- 
ously expressed desire to see Taiwan 
develop into a major financial centre. 
Even in the offshore banking units, es- 
tablished in the summer of 1984, limits 
on capital flow ensure that Taipei banks 
will only be used to move ds for 
foreign companies’ local operations, 
rather than providing financial services 
for the region. 

The existing system retains many 
features originally set more than 30 
years ago, when Taiwan, struggling to 
rebuild after World War II, faced a crit- 
ical foreign-exchange shortage. Most 
—— 5 cane must still be 
changed into NT dollars at government- 
approved foreign-exchange banks, gen- 
erally on a transaction-by-transaction 
basis. With total foreign trade in 1984 
exceeding US$50 billion, including an 
US$8.5 billion trade surplus, the paper- 
work alone generated by foreign-ex- 
change settlements, together with the 
import and export licences needed to 
document the transactions, is in danger 
of becoming an increasing impediment 
to trade. 

As the finance manager of a major 
US electronics manufacturer's Taiwan 
subsidiary put it: "We have to see some 
changes in the forex controls system for 
this country to maintain its growth in the 
coming years." 

At an ERC committee meeting earl 
in September, however, Central Ban 
of China (CBC) governor Chang Chi- 
cheng warned that the CBC was c» 
pared to reject demands for liberalisa- 
tion. "It's easy to make suggestions," he 
said, "but the central bank would have 
to take responsibility for the conse- 
quences." 

Security considerations are the main 
obstacle, according to central bankers 
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and their supporters. With Taiwan's in- 
ternational diplomatic isolation and its 
received vulnerability to (so far 
ypothetical) efforts by China to de- 
stabilise the island's economy, the fear 
is that a disastrous capital outflow could 
take place without barriers to the move- 
ment of capital. 

A secondary (and less apocalyptic) 
consideration is the concern that 
Taiwan's economy might become 
overly sensitive to changes in US in- 
terest rates if companies and individuals 
were allowed to invest freely in US fi- 
nancial markets. Local companies, 


which for the most part are already 
undercapitalised, might starve their 
domestic operations for funds in favour 
of overseas investments, according to 
this argument. 

Stating his own opposition to relaxa- 
tion of the controls, newly appointed Fi- 





nance Minister Robert Chien (REVIEW, 
12 Sept.) pointed to South Africa's cur- 
rent financial problems, which he attri- 
buted to that country's status as a dip- 
lomatic pariah combined with over-de- 

ndence on foreign banks, as an object 
esson for Taiwan. 


hile not far-fetched, these argu- 

ments ignore the fact that, even 
with controls, Taiwan is already subject 
to a massive outflow of capital. Esti- 
mates vary wildly, but one banker'sesti- 
mate of US$3 billion a year leaving Tai- 
wan might not be far off the mark. Much 
of it involves funds kept overseas by 
local companies for legitimate business 
purposes, such as a manufacturer who 


must be able to buy raw materials at the - 
most advantageous moment. Then there 
are the many wealthy individuals who 
funnel assets abroad — usually to the 
US — as a sort of insurance policy im 
case of future political instability. 

Some advocates of eliminati 
foreign-exchange controls think capita 
flight might actually be reduced, on the 
theory that if people could easily bri 
funds in and out, it would not be neces- 
sary to hold them abroad. | 

Many avenues are available for move 
ing the money. One of the most come 
mon ways is under- or over-invoicing: 
With the connivance of a purchaser dm. 
the US, for example, an exporter hei 
might understate the price on the 
voice, which governs how much fon 
exchange must be turned over to the 
C dtt. is bank. Then 

S buyer would deposit the balance 
the true price in a US bank ace 
with perhaps a small discount in 
for his cooperation. : 

Black-market operations are just as 
widespread. Certain sections of Taip 
are lined with jewellery stores 
main business is money-changing, A 
foreign banker told of an acquaintance 
who walked into one of these establish- 
ments, and with no prior ar 
rangement, was able to chi 
US$50,000 worth of NT dollars- 
into US currency on the y 
So pervasive is the cial 
look-the-other-way attitude 
that even the Catholic Church 
in Taipei has a long-stand= | 
ing money-changing opera- 
tion. 

Among the possible - 
in the system of controls | 
discussion is a proposal to widen” 
the current practice of ing 
trading companies to mainta 
limited foreign-exchange ac- 
counts in Taiwan banks. The 
ERC's trade subco e 
proposed letting all export or 
import companies — 
meet — yet-to-be-dete " 
capitalisation standards, to” 
hold similar accounts. 1 

A more ambitious idea puto 
forward by the trade committee 
was to allow companies to invest in overs 
seas financial markets. This gets closer” 
to the free-banking ideal of allowing capis 
tal to move wherever it sees the best prae 
fit, but it would strike at the central bank's 
ability to control capital flows and 
has little immediate chance of A 

Bankers and manufacturers would 
like to have greater freedom to hed 
currency exposures than the current six- 
month limit on forward contracts ab” 
lows. This time limit prevents come 
panies from safely negotiating long- 
term supply contracts with fixed prices, 
as a change in exchange values could 
wipe out profit margins. Forward con- 1 
tracts are commonly used to allow 
greater certainty in pricing decisions. Ell 
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A new wave of Asian firms enters the car market 


Rapidly assembling line 


By Paul Sillitoe 
sià's new carmakers are coming, 
| with South Koreans in the van- 
| guard. They are now nibbling at the ex- 
| port markets in which Japan has been 
| overwhelmingly successful and should 
be a force to be reckoned with by the 
| end of this decade, and particularly in 
| the 1990s. 
| But the backlash to yet another wave 
|. of Asian export inroads in key markets 
| _ like North America, of which there al- 
. ready are murmurs, is unlikely to be 
particularly violent. For one thing, the 
| wave will not be very large: export 
| growth rates will — already have, in the 
| case of the current wunderkind, South 
| Korea's Hyundai Motor — raise protec- 
| tionist eyebrows. But actual volumes, 
| on best estimates, will only be a fraction 
| those of Japan. 
—— There is another, perhaps more im- 
| - portant reason the newcomers will find 


| First now, 
| but losing 
the edge 


By Paul Sillitoe in Tokyo and Seoul 
with Carl Goldstein in Taipei 
and Robert Manning in Washington 
















othing has so exercised world car- 
} makers in recent months as the 
i spectacular conquest of the Canadian 
market by South Korea's Hyundai 
Motor, with its Pony subcompact. Now 
_ anew, upgraded Pony is poised to enter 
_ the US market, to the quiet consterna- 
tion of Western makers — several of 
which, ironically, have stakes in South 
Korea’s success. 

When the Pony arrived in Canada at 
the beginning of 1984, the aggressive 
manufacturer, part of the giant Hyundai 
heavy-industrial conglomerate, pro- 
jected start-up sales of 5,000 units. By 
the end of that year it had sold more 

than 25,000 and sales this year could be 

as high as 80,000, which would be more 

than double those of any Japanese or 

European exporter to that market 

-(however, Japanese sales have long 
been limited by quota to 18% of the 
Canadian market). 

Hyundai capped its coup by an- 
nouncing in August plans to invest 


* 


their niche in export markets. Japanese 
manufacturers already are moving into 
a higher value-added marketplace, with 
gadget-stuffed, sophisticated passenger 
cars. 

The American industry has commit- 
ted itself to multi-billion-dollar invest- 
ments to produce hi-tech subcompacts 
for the 1990s, a gamble that several 
analysts believe may not come off. The 
lower end of the market beckons manu- 
facturers of simple, sturdy and relative- 
ly cheap cars. 

There is more to this than simple ex- 
port “targeting.” South Korea, Taiwan 
and to a lesser extent Malaysia, having 
decided they must have a domestic car 
industry (or having had it decided for 
them by overseas partners), face a prob- 
lem that the US and Japan never did: 
small domestic markets. If the newcom- 
ers’ early promise is to be sustained, 
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almost US$150 million in a Cana- 
dian plant which by 1990 would pro- 
duce 100,000 vehicles (REVIEW, 12 
Sept.). 

Meanwhile, its plans to enter the US 
market next year through an American 
subsidiary, Hyundai Motor America — 
with sales of up to 100,000 cars — seem 
certain to meet with a degree of success 
(indeed, prospective dealers have been 
flocking to talk to Hyundai, rather than 
vice versa). 

This is in spite of growing protec- 
tionist sentiment and the April increase 
in Japanese “voluntary” quotas for US 
car sales, from 1.85 million units to 2.3 
million — which on balance favours the 
lower-cost Japanese models with which 
Hyundai would seem to be in competi- 
tion. 

The Japanese response to the com- 
petition varies from alarm — “Asian 
Automakers at War" was the headline 


steadily growing exports are an impera- 
tive. 

The need for new Asian carmakers 
to rapidly imbibe technology, particu- 
larly in engines and in ancillary parts 
industries — notable weak areas — is 
one explanation for the changing shape 
of foreign investment in their indus- 
tries. 

The newcomers, especially the South 
Koreans, seem prepared to talk to any 
potential partner, to establish tripartite 
relationships with US, Japanese and 
European manufacturers that cut across 
traditional lines of cooperation or in- 
vestment. 

The establishment of a broad range 
of marketing bridgeheads is one rea- 
son for this. But equally important, 
it represents a maturing of yet-young 
East Asian industries: a move towards 
a more home-built car by multi-sourc- 








in a September issue of Tokyo's re- 
spected Asahi Evening News — to 
guarded complacency. There is evi- 
dence that Japanese lobbyists have 
had limited success in persuading US 
officials that the South Koreans, and 
further along, the Taiwanese, present 
a very real threat: a tactic one South 
Korean observer described as "dirty 
war. 

Some observers on both sides of the 
fence profess to be at a loss as to what all 
the fuss is about. Yoshihide Kondo, a 
senior analyst at Japan's Daiwa Securi- 
ties, points out that the Pony retails in 
Canada for approximately C$6,100 
(US$4,460), a price that reflects duty- 


free entrance under Canada’s 
generalised system of preferences 
(GSP) for developing countries. 


Toyota’s lowest-cost import, the Tercel, 
retails at about C$6,800, after duty of 
around C$600. 


— 
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ing foreign technolo gies rather than 
assembling for a single foreign “mas- 
ter.” 

As such it also represents a repu- 
diation of the concept of a world car, 
built to more or less standard specifica- 
tions in many low-cost countries by a 
handful of Western motor giants. For 
now, of course, the likes of South 
Korea's Hyundai, Taiwan's Yue Loong 
and Malaysia's Proton need their de- 
veloped partners every bit as much as 
those partners desire low-cost assem- 
bly. 

But the Western majors should not 
underestimate the newcomers’ ability to 
jump high on to the learning curve, to 
create products aimed at specific mar- 
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South Korea will lose that duty edge 
when Canada takes it off the GSP list by 
1987; and its cars are not on the US GSP 
list at all — both, presumably, impor- 
tant reasons behind Hyundai's Cana- 
dian investment (the Canadian-built 
cars could enjoy duty-free entry to the 
US under a North American bilateral 
arrangement). 

The likes of Hyundai may still enjoy 
a slight cost advantage at the lower end 
of the market. But it is a market which, 
to developing East Asta’s potential ad- 
vantage, US and Japanese carmakers 
are slowly vacating. The lowest-priced 
US cars cost rather more than 
US$6,000. Both US and Japanese car- 
makers eon aA are aiming at the 
higher end of the US$112 billion US 
market the US$12-26,000 range. 
which vields far higher profit margins 
and currently is the fastest-growing seg- 
ment of the market. 

Officials. of Nissan Motor (Ja- 
pan's No. 2 producer), Honda Motor 
and Mitsubishi Motors interviewed 
by the REVIEW all conceded that 
their strategies involve a steady 
move up-market to higher value- added 
models. 

They spe that a combination of 
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ket Se Line mté by lending ikonis 
to fit — those three have started to do 
this. Nor should they assume that the 
East Asian upstarts are powerless to 
market their products in an increasingly 
protectionist West other than through 
established networks, under a big-name 
brand 


pns South Korea's Hyundai has 
established its own dealership struc- 
ture in Canada, where its rather original 
Pony hatchback has seen spectacular 
sales success of late; now it is doing so in 
the US. And just as Japan blunted US 
protectionist pressure in North America 
by movirig some of its manufacturing 
there, so Hyundai has announced plans 




































shifting US demand, quota restraints 
and profit margins dictate this, though a 
Honda official added: “The South Ko- 
reans are capable of delivering similar 
cost and quality to Japan, and that wor- 
ries us.” Moving to the battleground, 
Honda is to build a plant in Canada 
which by 1989 should produce 400,000 
vehicles. 


S manufacturers, meanwhile, make 

much of the potential for assembly 
in South Korea and Taiwan as an escape 
route from Detroit's woes — a lower- 
cost extension of the US majors’ stra- 
tegy of investing in Japanese carmakers 
and encouraging Japanese production 
in the US. 


Both views — of East Asia as an im- 
mediate competitive threat and as a 


longer-term, cheap-labour assembly 
ground — may prove to be wrong. 

For now, East Asia cannot hold a 
candle to Japanese production volumes, 
and probably never will. In 1984, Japan 
produced some 11.5 million vehicles, in- 
cluding commercial vehicles, and ex- 
ported 6.1 million. That year, South 
Korean total production was slightly 
more than 265,000 units, of which more 
than 52,000 were exported. For Taiwan, 
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to build cars in Canada (REVIEW, c 
Sept. ). 34 
The way ahead will not be easy. 
Limited demand in overprotected d 
mestic markets in South Korea nd 
Taiwan, particularly, will remain an ime 
pediment to economies of scale: such 
economies are an important reasom 
Japan sells approximately half its pros 
duction domestically, though at ery 
thin margins. a 
Overseas, a necessary slow move upa 
market will bring the newcomers ji 
creasingly into competition with Japan 
itself.’ And at the lower end, fresh come 
petitors are emerging: Yugoslavia S 
example, has just pushed into the U 
market with a subcompact that sells f 
almost US$1.000 below the Asian come 
petition. 
China, by virtue of sheer size en 
cost advantage, could be the biggest px 
tential manufacturer of the future — Bı 
the one with the biggest question-mark- 
hanging over it for now. 
Nonetheless, the flurry of US a 
Japanese interest in Northeast Asia - " 
as well as the tentative inroads into — 
China itself — suggest that long-term 
planners in the vehicles industry are not 
unaware of the role Chiná could lay S 
an export partner towards the en e 
19905. 





















































production was just 163,000 units; ex- 
ports were negligible. IM 

The South Koreans hope to — * 
total production to approximate 
400,000 units this year (actual 
tion in January-July was 202, 
cording to Ministry of Trade and fi 
try figures), and to roughly double © 
ports. But as Hee Mock Noh, di *ctoi 
of industry studies at the Korea Insti $ e 
for Economics and Technolo an E 
other analysts stress, it is clear t iat 
umes are unlikely ever to approach ii 
Japanese league. x. 

Indeed, if South Korea's current ex- 
pansion plans are realised, total outpt 
is unlikely to come near the 1.5 milio — 
mark until the mid-1990s. Taiwan is 
considerably less ambitious: the Coun- 
cil for Economic Planning and Develop- 
ment foresees total sales of 450. 
units in 1995, though current plans o (at 
least one manufacturer should see 
marked increase in exports. 

Several factors are putting brakes 
the East Asian duo. One problem ey 
have in common — especially in view ol 
the protectionist reaction that is likely i 
to emerge in the more competitive envi- ^ 
ronment of the 1990s — is small domes- — 
tic markets. Car ownership in South 
Korea is a tiny 23 per 1,000 people; in 
Taiwan it is about 65, about on par with” 
Brazil, compared with well over 200 in 
Japan and almost 600 in the US. 

Lack of domestic competition is one 
factor: the industry in both countries is 
limited to a handful of players and has 
long been nurtured behind a thick wall © 
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of tariff protection. Taiwan bans Japan- 
ese car imports and hampers others with 
a 65% tariff. Even higher tariffs in 
South Korea keep imports to negligible 
levels. 

In both countries, the limitation is as 
much a function of policy as of competi- 
tion and incomes. For one thing, as Noh 
points out, South Korea's vehicles in- 
dustry is one of the few sectors of the 
economy showing much growth at pre- 
sent. Now more than ever, the three 
major producers are a vital source of 
government revenue. 


E ast Asia's tendency to structure con- 
sumption patterns to the needs of 


the overall economy — as well as a lin- 


gering tradition of relative egali- 
tarianism which places car owners 
among an elite — dovetail nicely with 
revenue considerations. In South Korea 
a dozen or so taxes, ranging from a de- 
fence levy to consumption tax, can add 
50-80% to the cost of owning and run- 
ning a car, according to motor-industry 
analysts. 

In Taiwan, a 25% commodity tax en- 
sures the state benefits from what is still 
regarded as luxury consumption. Even 


before the car leaves the factory gate, 

however, stiff local-content rules have 

pushed the price of its key components 
-30% above international levels. 

On top of all this, East Asian fuel 
prices are very high, further deterring 
domestic car ownership. South Korea's, 
at 74 US cents a litre, is among the high- 
est in the world; Taiwan is not far be- 
hind at 65 cents a litre. These compare 
with 56.5 cents in Japan, a 56 cents aver- 
‘age for Europe and 34 cents in the US. 

Both Seoul and Taipei have started 
to implement policy changes which will 
ameliorate the domestic-market situa- 
tion somewhat but which, clearly, take 
greater note of the fact that the careful 
development of stable export markets is 
a matter of survival. 

The South Korean Government re- 


Nissan robotic assembly; state-of-the-art electronics: moving up-market. 


cently declared that in order to intro- 
duce an additional measure of competi- 
tion, any existing vehicles manufacturer 
will be permitted to assemble the pro- 
duct of choice from 1987. An immediate 
effect will be to bring Kia Motor, à suc- 
cessful commercial-vehicles assembler, 
back into the car business, from which it 
was squeezed in 1980 under a govern- 
ment-directed re-orientation of the in- 
dustry. 

And while government officials 
maintain for now that four carmakers 
will be the limit, it is widely believed 
that a proposed Samsung/Chrysler joint 
venture — to be limited to parts manu- 
facturing — will be granted an assembly 
licence in the early 19905. 

Taiwan is trying to promote a leaner 
industry that can provide lower-priced 
cars for the domestic market (current 
Japanese “clones” cost as much as 50% 
more than the Japanese version), as 
well as compete internationally. A new 
policy, recently effected, will lower 
tariffs on European and US imports to 
30% after five years; it also lowers the 
domestic-content requirement from 
70% to 60% and removes all restrictions 
on foreign investment in car manufac- 





turing exclusively for export. However, 
the ban on Japanese imports remains. 

(Taiwan’s most spectacular failure in 
its campaign to create an export indus- 
uy came a ta! ago with the unravelling 
of a plan for Toyota Motor to build a 
joint-venture plant that would export 
half its eventual annual output of 
300,000 cars [REVIEW, 27 Sept. '84]. 
The proposal foundered on disagree- 
ments between Toyota and Taiwan's 
Economics Ministry over export levels 
and local-content ratios. ) 

Taiwan may finally be on the verge 
of its first significant whole-car exports. 
Ford Lio Ho Motor Co., the local sub- 
sidiary of the US major, plans to begin 
exporting a hoped-for 30,000 subcom- 
pacts a year in July 1986. The company 
will not say officially what market it is 





aiming at, but it is widely expected to be 
North America. 

Another problem the new contend- 
ers share is the lack of a sophisticated 
components-industry base. In both 
countries, components makers typically 
are small- to medium-size companies 
with tight cash flows and limited access 
to new technology. Production volumes 
and quality control have left much to be 
desired. In South Korea, 90% of com- 
ponents firms employ fewer than 300 
people. And because of Seoul's policy 
of promoting small-scale industry, it has 
not been prepared to let the carmakers 
in on the act. 

Taiwan's solution has been en- 
gineered by its two main assemblers, 
Nissan-associated Yue Loong Motor 
and Ford Lio Ho Motor. They have es- 
tablished close relationships with key 
suppliers among Taiwan's 500-odd com- 
ponents makers. Yue Loong, for exam- 
ple, holds anything up to 50% of the 
equity of some 50 such vendors. 


S Korea's Hyundai has especial- 
ly strong technical links with its 
suppliers. Daewoo Motor, a 50:50 joint 
venture with General Motors of the US, 
has established 15 technical 
link-ups principally with the 
GM components network, 
said executive director Byung 
Joon n More impor- 
tant, said Whang, there are 
signs that the government is 
becoming concerned about 
the availability of funds for the 
components industry and may 
vein assemblers to inject 
resh capital into small com- 
panies, to a limit of 30% of the 
equity. Already, the four car- 
makers have persuaded gov- 
ernment financial institutions 
to make available easier credit 
to components makers. 

Finally, the East Asian 
newly industrialising coun- 
tries’ labour-cost edge, about 
which so much is made by 
Western protectionists, is à 
small and shrinking factor in 
their success. To be sure, South Korea's 
approximately US$3 an hour (including 
bonus) is but a quarter of Japan's 
US$12. Detroit labour costs a hefty 
US$24 or so. But labour accounts for 
rather less than 20% of a carmakers’ 
costs and this proportion is falling. 
Moreover, the labour-cost advantage is 
pretty much offset by automation and 
economies of scale of the majors — as 
export prices at the retail level seem to 
suggest. 

Japanese and US majors believe, 
or perhaps hope, that East Asia's bud- 
ding carmakers will remain tied to 
their apron-strings. Some, undoubted- 
ly, will. But the trend towards increas- 
ingly triangular, even multilateral tech- 
nical and equity relationships among the 
East Asian makers and their US and 
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European partners suggests otherwise 





Hyundai and Yue Loong have al- 
ready shown a commitment to research 
and development (R & D) and multi- 
sourcing of technologies that has re- 
sulted in at least partly indigenous cars. 

With indigenisation comes freedom: 
» From yesterday's technology, which 
a single joint-venture partner will often 
try to unload onto the hungry, develop- 
Ing-country aspirant; 

» From reliance on the developed part- 
ner for overseas marketing, usually 
under his brand name and in the market 
of his choice; 

» From what are frequently regarded 
as excessive royalty pavments exacted 
by the developed partner in the knowl- 
edge that making other people's. 
cheaper parts fit the whole is no easy 
task 

"Our major regret has been the lack 
of R & D effort in South Korea,” says 
Kia Motors director Lee Soojang. 
"We've been ruled by our Joint-venture 
partners." Kia was turned around from 
crippling losses four years ago by a new 
management team and has since en- 
joyed steady growth on the back of its 
Bongo, a light commercial vehicle. 

]he company will re-enter the car 
market in 1987 with an export subcom- 
pact which typifies today's triangular 
relationships: Kia's long-running tech- 
nical link with Japan's Mazda will sup- 
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ply most of the technology; Mazda's 
equity link with Ford will lead to the 
US major marketing the Kia car under 
the Ford brand. But by 1990, says Lee, 
Kia will develop a larger car, much 
less dependent on its partners’ input; 
into the 1990s, the company expects 
to develop increasingly indigenous 
models — drawing in part on the sub- 
stantial R & D effort that has gone into 
the Bongo. 

In the more distant future, the East 
Asia triangle may well become a square: 
China, political and investment climate 
willing, offers cost and volume oppor- 
tunities that are impossible to ignore. A 
decade or so from now, today's Asian 
upstarts may be calling the investment 
shots, rather than their current 
partners. 


Total vehicle exports Total vehicle production 
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By James Clad in Kuala **4 


1 September, Prime Minister Da- 
wv tuk Seri Mahathir Mohamad of- 
fe fe sred a spirited defence of a key element 
his heavy-industry ambitions for Ma- 
laysia. Lar e crowds near Kuala Lum- 
Jü heard im denounce “professional 
c tics" during a showbiz-style launch- 
3 of a product close to Mahathir's 
ieart: the Proton Saga, Malaysia’s so- 
illec Í national car. 
although dogged by doubts, the 
a's fast timetable — from Proton's 
(fo Perusahaan Otomobil Nasional, 
th E National Automobile Corp.) estab- 
ent in mid-1983 to the car's assem- 
y line start-up in July — shows the 
gov 1ment's fierce commitment to the 
) oject . Offering 1,300- and 1,500-cc 
Ís, Proton aims by 1988 to reach 
k capacity production of 120,000 
| . The government-capital- 
ed E Heavy Industries Corp. of Malay- 
|o ns 7095 of Proton, with the 
mair der held equally by Japan’s 
ishi Corp. and its Mitsubishi 


eal 


u [o guarantee rapid market penetra- 
tion (Malaysia has one car per 17 peo- 
ple. e second-highest ratio in Asean 
afte! r Singapore), Proton has set what it 
hopes are unbeatable retail prices: 
17,465 (US$6,986) and M$18,896 


More desired 
han driven 
li gena 


Nd! 
By Mary Lee in Peking 
hina's 1 billion people constitute the 
7: irgest potential car market in the 
vorld. If there were to be one car per 
00 people, the country would need 10 
nil llion. A major constraint is that 80% 
^] ‘th er population is in the rural areas for 
which light trucks and even tractor-dri- 
ES carts are of more use than passenger 
cars. Besides, the current high import 
duty — 130% for personal cars and 
60% Dor office use — is unlikely to be 
feduc , SO exacerbating the already 
M+ purchasing power of ordinary Chi- 
e citizens for this ultimate luxury. 
- The relative prosperity of the coun- 
| ry ide has resulted in huge demand for 
1t trucks, which the local automotive 
dustry has been unable to meet. Rec- 
that this sector has the biggest 
h potential has led foreign vehicle 
na kers to look for joint ventures — all 
atering to the domestic, rather than ex- 
rt market. 
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e saga of the Proton 
saches centre stage 
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works out at M$2,500-4,000 cheaper 
than each of the equivalent Toyota and 
Nissan vehicles (which between them 
captured just over 55% of the Malay- 
sian car market in 1984). Responding to 
Proton, local assemblers are cutting 
prices: the Datsun 130Y, for example, 
has dropped from  M$23247 to 
M$19,500. 

Through Proton, Mitsubishi (which 
took only 7% of total vehicle sales last 
year) aims to rewrite permanently the 
market-share equation. It has good 
reason to be confident: to keep Proton 
profitable, the government, over the 
past three years, has steadily increased 
tariffs for both completely built-up 
(CBU) car imports and for completely 
knocked-down (CKD) kits for the exist- 
ing 12 assembly plants. 

Since the 1970s, all local car as- 
semblers have had to work towards 
mandatory local-content levels, now 
pegged at 18-20%. But some are more 
equal than others: taking into account 
Proton’s higher local content, the gov- 
ernment earlier this year quietly exempt- 
ed it from the 40% CKD duty — a 
move that also reduces the company's 
excise-duty liability by lowering the 
Saga's ex-factory cost. 


for the two models, respectively. This 





Shanghai-built cars: Japanese talks fell through. 


But this is not to say that the Chinese 
are entirely happy with emphasis on 
the domestic market. They want. to 
build cars which can ultimately be 
exported, thereby providing China with 
another source of foreign-exchange 
earnings. 

This was most apparent when the 
state enterprise in Shan hai buildin 
outmoded Shanghai Brand cars decid 
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One source reckons Toyota now 
pays around M$3,900 in import duty for 
its 1.3-} models. Another calculation 
puts the amount Proton has saved on 
cach Mitsubishi CKD kit at M$3,218. 

Although rather drowned out by an 
effective promotion. campaign, some 
critics deride the M$560 million car pro- 
ject as a market-penetration ploy for 
Mitsubishi, as displacing rather than 
generating automotive-assembly jobs 
or simply as uneconomic. Privately cir- 
culated reports by foreign advisers 
(REVIEW, 14 Feb.) and even by a gov- 
ernment think-tank single out the heav- 
ily *made-in-Japan" Saga identity. 

All the imported and most of the 
local content comes from Japan, di- 
rectly or indirectly, they say. The think- 
tank paper (internally circulated last 
June), said that in 1984, “57.23% of 
[1,151-1,751 ce car buyers] bought To- 
vota and Nissan, compared to 4.25% 
[buving] Mitsubishi's Tredia — which in 
fact is nothing much different compared 
to Proton Saga — a change of name and 
minor cosmetic changes to the body 
panel stamped locally." 

Y: et unquestioned Japanese — 
in Proton should not be assume 
With Mahathir's blessing, three impor- 
tant component-making contracts for 
Proton have gone to West German com- 
panies (and in one instance, indirectly 
to the US firm, TRW). For reasons de- 
scribed as “complacency,” Mitsubishi- 
linked interests have lost control over 


some local-content contracts, including 
steering gear. 


to y upgrade its product with the help of a 
foreign partner. Negotiations with Ja- 
panese makers fell through because the 
Japanese refused to provide a design 
modern enough to be exported. 
Agreement was reached eventually 
with West Germany's Volkswagen to 
build the Santana car at the Wig wa 
plant, with the understanding that if the 
joint venture produced cars of high- 
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Mahathir tries out the Proton Saga: the national car. 


Although the June think-tank paper 
suggested that “the potential for CBU 
exports [of the Saga] is negligible,” Pro- 
ton’s distributor, EON (Edaran Oto- 
mobil Nasional), has created a sub- 
sidiary to market the car overseas. Press 
attention has focused on efforts by the 
subsidiary, Edar Luas Enterprise, to ex- 
port the Saga to Britain. 

Nearer to home, Mahathir has been 
disappointed by Indonesia’s response to 
suggestions that Proton’s products, in- 
chiting perhaps light transport vehicles 
eventually, might be sold on a free- 


enough quality, Volkswagen would 
help find export markets for a part of 
the output. 

Daimler-Benz, also of West Ger- 
many, signed an agreement too in June 
to assemble 3,000 Mercedes-Benz cars 
at the No. 1 Automobile Factory in 
Changchun, Jilin province. Other joint 
ventures — involving Japan's Daihatsu 
and Suzuki — are for the manufacture 
of light trucks, tractors and Jeeps. 


qiero are only 2 million (mostly com- 
mercial) vehicles in China today. 
Plans are to have 13 million by the year 
2000 — an addition of some 730,000 
new vehicles each year for the next 15 
years. China's current output, 400,000 
vehicles this year, is to expand to 1 mil- 
lion by the end of the century. But 
the attainment of this target will depend 
in large part on the local steel in- 


vant 

All cars on the roads today either be- 
long to foreigners, are official cars of 
top cadres and departments, or are taxis 
to ferry the increasing number of visit- 
ing businessmen. Even this limited, al- 
beit growing demand has resulted in a 
vast expansion in imports (officials no 
longer want to be driven around in loc- 
ally made Red Flag limousines or 


entry basis in return for component- 
making link-ups with Indonesia. Al- 
ready set to export its own locally as- 
sembled Japanese cars, Indonesia (like 
its Asian neighbours in a similar local- 
assembly fix) could find it hard to 
give markedly concessional entry to Pro- 
ton. 

Pending a clearer idea of marketing 
prospects in Britain (which reportedly 
depend on after-sales servicing hook- 
ups with Mitsubishi distributors), no ex- 
port price has been announced for the 


Saga. O 


Shanghai cars and all new taxis are 
either Japanese, French or British). 
Strong demand among urban func- 
tionaries for passenger cars has had 
an undesirable spinoff as the recent 
Hainan car scandal revealed (REVIEW, 
| Aug.). 

Latest statistics from the Customs 
Department showed a 400% increase in 
passenger-car imports in the first quar- 
ter of this year compared with the same 
1984 period — from 2,889 to 17,159. In 
value terms, the growth was nearly 
nine-fold: from Rmb 29 million (US$9.8 
million) to Rmb 283 million. The figures 
for cars should be seen against total im- 
ports of 79,516 motor vehicles and chas- 
sis (mostly passenger vans and light 
trucks), valued at Rmb 1.56 billion for 
the first quarter, against 11,142 units 
worth Rmb 225 million in the compara- 
ble 1984 period. 

The world’s largest carmaker, Gen- 
eral Motors of the US, has announced 
plans for “greater involvement in 
China.” GM's director of programme 
planning for China, Stephen Chen, 
commented in Detroit in August: “I 
cannot see any possibility this century 
for external development of the 
Chinese automobile industry,” adding 
that it would take a very long time be- 
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He did not envisage China 


he central planners’ stand- 
highly unlikely more scarce 
vill be allocated to the pas- 
industry for a long time. A 





ustralian Treasurer Paul Keating 
has. been forced to give some 
on. wage restraint early in the 
scal year (from 1 July), forc- 
creased reliance on tight mone- 
policy to keep the economy in 





Banks' commercial-lending rates are 
record levels, with cash rates of 
han 15:5% since early August 
‘day bank bill yields of more than 
/arnings are being sounded that 
continues, it will choke off the 

conomic growth expressed in a 
mber of indicators. 

tockbrokers Potter Partners warn 
while currently high activity will 
a sound overall result for the 
-86 year, the economy could run 
to a “very sluggish” state by mid- 
























had declared the government's 
ition to-press for discounting of the 
nt of inflation caused in calen- 
y the Australian dollar's 2096 
Value fall: in. February-April. 
wo weeks he retreated, an- 
ig a deal with trade unions 
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r this belt-tightening will not 
ace until the of the si 
y adjustments, due next April, 





ry inflation round. 









has also been forced to con- 
ral backing for other trade 
ctives, chiefly new superan- 
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ntly to | ferrous metals can on 
vehicles | 


d Africa rather than elsewhere 


sed as a source for the US mar- 


his 20. August budget. speech, . 


only two percentage points. 
ACPD increase- for the. 
government-union “ac- | 
sts believe the exchange- | 
or the year. 
second of the six- 


he depreciation may have. al- 
egun to feed back into prices in a. 


he medium term, from 1986 


reducing | the. 
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lopment of the industry. 


in recent car-industry developments, 
suggesting that the Rmb 20 billion in- 
vested in this area had resulted in disor- 
derly distribution, uncoordinated (and 
duplicating) establishment of plants and 
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hours, which will also increase labour 
 COSts. 
Monetary policy wielded by Reserve 
Bank (the central bank) governor 
Robert Johnston has correspondingly 
tightened, to bear down on inflationary 
pressures. This has already reached an 
uncomfortable level, with interest-rate 
increases affecting the politically sensi- 
tive home mortgage rates, already 
‘Straining at the maximum. 13.5% al- 
lowed — the sole remaining control in 
an otherwise deregulated system. 




















# ment, which had hoped to bring relief 
to both home-buyers and small business- 
men and make sure that the forecast 
4.5% growth in gross domestic product 

this fiscal year would deliver enough jobs 
_to bring the so far stubborn unemploy- 

ment rate well down on its current 8.395 

level. Uu E 

Canberra will be held even more 
closely to its A$1.84 billion (US$1.1 bil- 
| lion) forecast reduction in the budget 
deficit to. A$4.9 billion and the con- 
sequent A$2 billion reduction in the 
pu 























3 billion. 
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The article criticised the "blindness" - 


(90-day bank bills, weekly average) É a 


Jan. Feb. Mar. Apr. May June July Aug. Sept. 
Source: Westpac Banking Corp. 


imports so far 


his is embarrassing for the govern- | rate. : 








plic-sector borrowing requirement to | 


“More th: ants have asked to 
be allowed to- üce motor vehicles - 
[and] their planned output far exceeds 
the prospective demand over the re- 
‘maining years of this century," the 
newspaper said, adding that the motor 
industry had been allowed to expand at 
the expense of other industries. 

. However, outsiders are hoping that, 
for the longer term, these very problems 
of materials and quality will boost pros- | 
pects for joint ventures producing world- 

class cars, ultimately for export. * p 










Countering inflation is not the 
only consideration „of the Reserve 
_ Bank, however. It has also 
had to demonstrate to scep- 
tical money and foreign-ex- 
change markets. that aban- 
donment of the M3 monet- 
ary targeting early this year: 
(because it no longer re- 
flected market realities) did 

not mean daxness. The 

wages accord would proba- 

bly not stretch. much more 
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for any: further substantial 
fall in the Australian dol- 
lar. ; 

Canberra will be hoping 
that rising inflation, whichit 
expects to increase from the 
6.7% in 1984-5 to about 8% 
this year, will be outweigh- 
ed by an improving current- 
account position as the dol- 
lar depreciation takes effect over the 
year. 

After a worrying blip in the balance- 
of-payments figures for July, when un- 
usual factors pushed the current-ac- 
count deficit to A$1.35 billion, the de- 
ficit was down to a more "normal" 
A$895 million in August — indicating 
the account was on track for the pre- 
dicted A$10.7 billion deficit for 1985-86 
(from last year's A$10.1 billion). But it 
may be some months before the trade 
balance gets into a healthy surplus, as 
continue at a high 




















Canberra is in something of a bind on 
the foreign-borrowing front. On one 
hand, any further increase in foreign 
debt from the net A$52. billion as of 
June is worrying. Yet the vast interest- 
rate differential with major foreign mar- 
kets is helping stave off another run on 
the Australian dollar that would au- 
tomatically notch up the repayment 















Persistence 


The mark of an exceptional bank 


ea 





There are times when you need a bank with 

a certain kind of stubbornness. For example: 
When youre putting together the best possible 
funding instruments or currency exposure 


hedges. After all, the profit is yours. 


UBS - the persistent bank. 


Branch Offices in Asia 


Union Bank of Switzerland 
13th Floor, 

Gloucester Tower 

11 Pedder Street 

Hong Kong 


Union Bank of Switzerland 
Yurakucho Building 

10-1, Yurakucho 1-chome 
Chiyoda-ku 

Tokyo 100/Japan 


Union Bank of Switzerland 
50 Raffles Place 


# 38—01 Shell Tower 
Singapore 0104 


Head Office 


Union Bank of Switzerland 
Bahnhofstrasse 45 
CH-8021 Zurich 










Union Bank 


UBS of Switzerland 


MAS GOLDEN CLUB CLASS. 


First Class service, First Class seats. First Class cabin. First Class cuisine. | 
And First Class comfort. For full economy dass fare. If you appreciate the good things in life, you'll 





ppreciaate this First Class experience in the air. 





P. 








WELL TREAT YOU LIKE ¢ 


malaysian airline system 


The Review Focuses on 
Merchant Banking & 
Personal Investment 


The barriers are crumbling; banks turning into securities’ 
houses, securities houses into banks. Is there room lett for the old 
fashioned merchant bank? Or is the future the preserve of 
financial supermarkets? 


Review correspondents throughout the Region will be 
answering these questions from Tokyo, where the battle for 
territory is being waged between domestic and foreign 
Institutions, to Australia and India. 


There will be special reports on debt instruments and currencies 
and, on personal investment, Focus asks who are the best fund 
managers and why; reports on tax havens, on gold and on the 
attractions of bonds vs equity. An investor's guide to choosing, 
valuing and buying shares is also provided. 


As the world's premier publication on Asian affairs, the 
Review is considered an essential part of the business day for over 
200,000 senior executives in banking, industry, government and 
the professions and no other publication has a greater command 
of their attention. 


In a Focus issue, this is even more true. 


An advertisement in the FAR 
EASTERN ECONOMIC REVIEW 
continues to be the most cost 
effective means of reaching Asia's 
decision makers. If your companv is 
not already advertising with us, why 
not start by taking the excellent 
opportunity of an advertisement in 
the Review's Focus on Merchant 
Banking & Personal Investment by 
contacting: 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review Ltd 
G P O Box 160 

Hong Kong 


BANKING '84 


| Lo FAULTY C TOWERS. 
The Choice of Authorip 
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Ricoh’s M10: The Right-Size Copier 


Affordable and compact, the Ricoh M10 desktop copier offers exceptional copy 
quality in a very small package. Because the M10 is much more than just another 
compact copier. It’s a reliable and hard-working piece of office equipment packed 
with the latest advances in reproduction technology. 

The M10’s innovative FEED (Floating Electrode Effect Development) monocompo 
nent toning system, for example, reproduces originals with more sharpness and clarity 
than any other copier in this class. And a special ultra-fine toner gives excellent repro 
duction of highlights. On a variety of paper stock, in sizes from business card to B4 size 

The M10. Only from Ricoh. See it and the many other models in our full product line 
at your local Ricoh dealer today. 


RICOH COMPANY, LTD. 15-5, Minami-Aoyama 1- chome, Minato-ku, Tokyo 107, Japan 

RICOH BUSINESS MACHINES, LTD. 2808 Wing On Centre, 111 Connaught Road ( entral, Hong Kong 

HONG KONG Gilman Office Machines Elizabeth House S/F. 250 Gloucester Road, Causeway Bay Hong Kong [i 
INDONESIA P. T. Nirwana Wahana Sejahtera 30, Let. Jend. Suprapto, Jakarta Pusat. Tel: 413921 


MALAYSIA Wywy (Malaysia) Sdn. Bhd. Lot 15/24, 2/F , Asia Jaya Commerc ial Complex Petaling Jaya, Selangor | 570088 


SINGAPORE Wywy Private Ltd. Wywy House, 17 Leng Kee Road, Singapore 0315. Tel: 4722155 

TAIWAN, R.O.C. Yao Fung Co., Ltd. No. 59-61, Chung Hwa Road, Sec - Taipei. Tel. 2-381-2170 
EOS Systems Corp. 10F1. No 53, Sec 2, Nanking E Road, Taipei. Tel: 2-537-5600 

THAILAND Fantarect Co., Ltd. 304-8, Mahaesak Road, Silom, Bangkok 10500. Tel: 235-4040 





World "wide comfort 
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Those who travel regularly on business This guarantees you an aisle or a window 
will value comfort and convenience all the seat, so you're never stuck in the middle. 
way. And with the world's favourite And when you take the American 

airline and the world's favourite charge Express* Card with you, you can relax in 
card, that's the package you'll get. the knowledge that you have all the 

Only British Airways’ SuperClub offer financial security you'll ever need for 
seats that provide 2-abreast comfort, all business trips. 

the way from the Far East to the UK. Don't leave home without it. 


AMERICAN 


EXPRESS 


| BRITISH 
The American Express Card. AIRWAYS Cpe [: Clu b 
Don't leave home without it. The worlds favourite airline. 








€ SHROFF eavesdropped the other 
day on a conversation between a couple 
of international bankers in Hongkong 
who happened to be in a self-con- 
| gratulatory mood at the end of the day 
| as they attacked the boardroom cocktail 
cabinet. Some extracts: 
"First banker: “Well, whatever hap- 
















^| ever existed.” (Curling lip disdainfully) 
+ o"... Just a figment of the over-active 
imagination of people like journalists, if 


you ask me. I mean to ane the case-by- 
ha 


5 . čase approach and all that has really 
worked, hasn't it? The big banks and 
the International Monetary Fund have 


done a pretty good job putting the - 


world's financial house back in order. In 
any case, if there was a crisis it never 
looked like coming within a thousand 
miles of Asia. What'sthat — what about 
the Philippines? Well, yes, but that's 
different, isn't it? 
"You know, most of the countries 
around here have kept their heads well 
above water by managing 
economies in a businesslike way and 
making sure they earn enough to pay 
their debts. Any banker can tell you that 
makes sense. I notice that even the egg- 
heads in the World Bank and the IMF 
never tire of telling us nowadays just 
how much they admire the 'outward 
orientation and adjustment propensity' 
— whatever that means — of many 
Asian countries. So let's not get worked 
up about Latin America's debts: it's a 
long way away. What's that — the 
Philippines? Well, yes, that too." 
Second banker: "Absolutely. The 
only thing is, I came across this report 
the other day — sounds a bit alarmist, 
doesn't it?" (Produces a document from 
his briefcase.) First banker: “What's this 
— watch out for possible debt problems 
in South Korea and Australia... Aus- 
tralia?! Who's saying that? Must be 
another journalist. A couple of London 
stockbrokers, you say; one of them an 
ex-Bank of England man. Oh well, bet- 
ter hear what they've got to say, I sup- 
pose. After all, it’s not as though they're 
journalists, is it.” (c 
First banker reading: “‘Some lend- 
ers [may] have reached their country 
limits on [South] Korea. Hmm. 
| '[South] Korea may have to offer better 

terms to attract loans in future?’ Well, 
|. so what — that's the name of the game, 
| isn'tit, and it'll be good for our margins. 

: “There is a significant risk that the level 
of debt could eventually become so 
large that, if export growth falters, the 


| debt becomes both unserviceable and. 
 unrepayable." Why, that's ridiculous; | 
| we all know what an efficient little ex- 


port engine South Korea is. 








| pened to the so-called international 
debt crisis? Personally I don't believe it 


their | 











"What that you say? I ought to take a | 
look at last week's REVIEW COVER | 


STORY, NICs in a Twist? Export growth 
faltering around the region, including 


South Korea. Hmm, 1 suppose they | 
could have a point. Maybe we'd better | 


take another look at the South Korea 
portfolio." (Summons credit officer.) 
“Why haven't you been keeping an eye 
on this debt problem: I mean, it's 
not as though the signs aren't ap- 
parent, is it?" (Returns to reading the 
Phillips & Drew [P&D] report.) "Let's 
see what else these people at P&D have 


debt]. 


“The bottom line of Australia’s | 


[economic]. difficulties would seem to 


point inevitably to a reduction in Aus- - 


tralian living standards if the disequilib- 
rium.in the external accounts is to be 
overcome." Well, serves them right, 
doesn't it — all that beer. and social 
security. And even these P&D people 
are saying there's no doubting the abi- 


lity of Australia ‘currently’ to.service its 


debt. Let's see, ‘if they don't cut living 
standards, the current-account deficit 
will widen and the Australian dollar 


| total debt. 


could sink even lower.' Well, they are 


white men, aren't they? They'll get fi- 


nance from somewhere. The banks 
won't let them down. What's that? We 


. ARE the banks — oh yes; still...” 


(Begins to recover his composure.) 


“So what if South Korea could have 


problems, or Australia: there are still 
plenty of good risks around this region, 
aren't there? I mean what about the 


Asean countries for instance? What 


have these people have got to say about 
that. “Unless Indonesia can be quickly 


weaned away from its dependence on 
oil exports there is a significant danger 


that [it] will become even more depen- 
dent on external borrowing to finance 


| 
| 
| 
| 
| 
| 
| 
| 
| 
| 
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| hese: | currency.” ( 
got to say [David Robins and David | 
Shairp in a special report on Pacific area _ 


_bers of the banking fraternity 





















its developmen: S 
Sounds like rm 


there?” 
£y Let's 


further in 
difficultie: 
present 
about. 
isn't it — 
build-up of 
ly requiri 


few rema 


problem. will 
What's that — y 


tempts a joke.) ^E 

lington boots, I suppose." 
(With resignation. now) 

least we've. got the Philip 










‘The likelihood of rising debt ser 
burden when the various grace per: 
expire suggests that a new round af de 


PACIFIC REGION DEBT 


Debt service ratios (%) | GTOv 
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— (2 | inel. short- | 
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negotiations may become nec 
early as 1987." (Pours himself a 1 
whisky.) 
@ THAT little conversation is fic 
but it is a composite fiction bai 
views Shroff has heard ex 
cently among the more inso 


€ TAILPIECE to the bam 
sation. First banker (by now | 
Dutch courage): Well, its not asf 
Asia is the only patch for us. 1 mean: 
say, there's .. . er, Latin America 
the Middle East... and, er, Afr 
(His voice tails off. Summons credit ¢ 
ficer again.) "Ever fancied a trip to th: 
moon?" . . 
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| By Robert Cottrell in Hongkong 
| A Hongkong vogue for Down Under 
jJ A entrepreneurs has helped New 
| Zealand financier Bruce Judge establish 
—]- huge paper profits from the Hongkong 
“Shell company, Cinclus, which he 
- bought out of the remnants of Sally Aw 
- Sians Sing Tao newspaper group. 
-Stockmarket dealings in the eight trad- 
-ing days following Cinclus’ listing on 9 
"September saw the shares bid up to a 
“close of HK$12.20 (US$1.56) on 18 Sep- 
f tember, valuing the company at 
HK million, compared with a net 
| asset backing of just HK$34.7 million in 
- cash and securities. 
| Cinclus shares were suspended for 
| One day on 19 September, pending a 
_ brief announcement of additional assets 
to be acquired by the company. They 
| closed on 25 September at HK$10.50. 
—] On 26 September Cinclus was due to be 
| renamed Impala Pacific. 
| . The takeover deal with Sing Tao pro- 
| vided for Judge interests to buy the Aw 
- 1 75% holding in Cinclus for HK$36 mil- 
| lion (REVIEW, 6 June) — a HK$177 mil- 
| lion discount on the stake's 18 Sep- 
| tember market value. The deal also pro- 
—] vided for Cinclus to buy a US invest- 
| ment from another Judge company at 
—]. an agreed price of US$3.92 million, to 
| be met by the issue of new Cinclus 
j "ET es valued for the transaction at 
| HK$S each — less than half the current- 
| ly prevailing market price, and pes 
_ | a potential windfall gain of HK$34 mil- 
—1 lion to the Judge company, Impala 
— Securities, which is making the sale. 
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: S$4.66m +15.3 | S$115.09m -70.8 5€ 
|(Si (US$2.1m) (US$52.3m) (same) 
E Y 31 Mar. | Won 5.8b *19.2 | Won43.19b Won 75 
^ (US$6.5m) (US$48.5m) (same) 
(South Korea) 


- | | Hongkong and | H30June | HK$102m 

| Jardine H30 June | HK$18.2m 
_| | Securities (US$2.3m) 
| (Hongkong) 
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Here comes the Judge 


*47.2 HK$517.18m 
(US$66.3m) 
— 


+1,23 
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| Premium prices for Cinclus' paper profits 


Judge is one of a trio of Australian- 
based financiers who have recently been 
making waves in pongkong. The others 
are Ron Brierley, who used a Hong- 
kong holding company for his US$72.7 
million purchase of the US department 





store Higbee in September 1984 
(REVIEW, 30 May); and Lee Ming Tee, 
the corporate raider whose Sunshine 
E completed its takeover of a 
ongkong shell, Well Fung, in August 
and renamed it Sunshine Pacific. 
Brokers say the Cinclus shares have 
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¥644.89b 
(US$2.7b) 
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Current profit for year forecast at ¥68 billion, up from 


Ki +4 ¥3.75 
| | Brewe (same) | ¥66.58 billion and sales at ¥1.18 trillion, up from Y 1:15 | - 
- M trillion. X 
| |BellG Y 30 June | A$65.7m +62.0 | A$731.7m * 66.2 10€ Uniform revenue growth in all divisions reported. One-for- 
i lia (US$45.5m) (US$506.4m) (same) | one bonus issue announced. , 
M. A$46m +17.6 | A$1.09b +8.4 19.2¢ | Australian dollar's fall early this year boosted foreign orders. | 
(US$31.8m) (US$754.3m) (16.5¢) : 


Pushing hard to increase share of exports in sales and : 
production of electronic watches. 
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partly because the in them is 
tight, and partly because demand has 
been comin not just from local 
speculators, but also from Australian 
and New Zealand investors who hope 
Judge will repeat offshore the rapid 
growth of his Queensland-registered 
principal company, Ariadne Australia, 
which multiplied its published equity 
from A$16.3 million (US$11.3 million) 
in June 1982 to A$71.6 million in 1985. 
It also appears likely that some Hong- 
kong speculators sold "short" during 
Cinclus’ initial price surge, and have 
since been forced to cover those posi- 
tions at still-higher prices. 

The stockmarket impact of Cinclus 
owes much to fond memories of Brier- 
ley, who through a mixture of stockmar- 
ket trading, asset stripping and com- 
pany doctoring, began building up in 
1961 a group which now includes the 
second largest quoted company in New 
Zealand (by market capitalisation), 
Brierley Investments, and one of the 20 
biggest companies in Australia, Indus- 
trial Equity Ltd (IEL). IEL bought a 
Hongkong-listed company in 1975, re- 
named it Industrial Equity Pacific 
(IEP), and used it last year to buy Hig- 
bee, which now accounts for more than 
80% of the Hongkong company’s as- 
sets. 


ne effect of IEP’s sudden expansion 

was a run-up in its share price from 
HK$3 at the start of 1984 to HK$57 at 
year-end, as investors gambled that IEP 
would start growing as rapidly as its 
New Zealand and Australian parents. 
Bullish brokers are fond of pointing out 
that anybody who had staked NZ$1 ,000 
(now worth US$537) in Brierley's first 
company in 1961 would have had an in- 
vestment worth NZ$1 million 20 years 
later. While Judge does not have Brier- 
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 ley's long- el M . record. ap- 
roach is sufficiently similar for share- 
pickers now to be looking for,more big 
capital gains. 

At present, there are few signs of 
Judge’s capacity to deliver the kind of 
business opportunities needed to hoist 
Cinclus’ net worth to anywhere near its 
market capitalisation, though he does 





seem to have mastered the art of keep- . 


ing the stockmarket guessing. The first 
asset to be injected into Cinclus is the 
US$3.92 million ; share stake being 
bought from an associate: it comprises 
49% of Energy and Environmental Re- 
search (EER) Corp., a California com- 
pany with 100 employees engaged 
mainly in fuel-related scientific re- 
search. | 

Cinclus’ entry price represents a 
multiple of 24 times EER's most recent 
earnings a share, ahd six times the 
US$642,000 of attributable sharehold- 
ers’ equity shown on EER's 31 January 
1985 balance-sheet. Cinclus says it 
proposes to carry .the acquisition 
oh its own balance-sheet at cost, on 
which basis it claims a pro-forma post- 
EER net-asset backing of HK$2.23 a 
share. 
© The second tranche of assets planned 
to be acquired by Cinclus is stranger 
still: a clutch of minority positions in 
small telecommunications companies in 
the US Midwest, one of which offers 
long-distance telephone services, the 
other of which hopes to build optical- 
fibre networks. Cinclus will pay a total 
of US$9.6 million for its shares, and 
may guarantee a further US$10 million 
of borrowings by its new associates. 
Cinclus shareholders have as yet re- 
ceived no information about the bal- 
ance-sheets, revenues or other share- 
holders of the target companies, or why 
the investment is considered appro- 
priate for Cinclus. 
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. Cinclus and TEP have main 
stock-exchange listings and raised pub- 
lic equity capital in Hongkong despite 
having the majority of their sharehold- 
ers and substantially all of their assets 
outside the territory. The “float” of 
their shares available to the local mar- 
ket is thus narrow and volatile, and 
many local shareholders can have at 
best a vague and dated perception of the 
underlying business. Cinclus apparently 
has assured the Hongkong Govern- 


ment's Securities Commission that it 
would be acquiring some significant 
Hongkong 


assets or operations in 


JOHN FAIRFAX 





or China, but this has yet to happen. 

Stephen Tsung, who put the Sing 
Tao-Cinclus deal together while at 
ANZ Finance in Hongkong, says more 
Australian companies will probably be 
seeking quotes and — op- 
portunities in Hongkong, particularly as 


EFFECTIVE EXCHANGE RATES 


T Ni ighted for 1983 trade with the countries shown plus the United States and Canada and 14 European countries. Figures are for the week ended IT ef 
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China. He argues that Hongkong in- 
vestors are more likely than Austr aiui 
investors to understand and support 
China-related projects, and that a 
Hongkong quote would help establish a 
foreign company in the eyes of Chinese 
business partners or customers. 


T uns recently left ANZ to team up 
with flamboyant Sydney stockbroker 
Rene Rivkin in a new investment-bank- 
ing venture called Oilmet. Tsung says 
Oilmet, publicly quoted in Australia 
and with an office in Hongkong, will be 
offering corporate financial advice to 
Hongkong companies entering Austra- 
lia, and vice versa; and that it will help 
Australian companies make the right 
contacts to facilitate doing business in 
China. 

If Tsung is right about the interest of 
Australian. companies in developin 
business linkages with Hongkong an 
China, the pumping-up of Cinclus can 
scarcely be considered a representative 
or particularly desirable precedent. But 
even without the China connection, 
Hongkong has plenty of attractions for 
Australian companies now free of ex- 
change controls: not only does it offer 
ownership anonymity and low tax, but it 
also has a stockmarket which has 
proved willing to value Cinclus' ragb 
of assets — briefly, at least — at a 70091 
premium to net worth, and to rate IEP, 
which is essentially a department-store 
holding company, on a price/earnings 
ratio of 50. 

A tempting prospect, as long as 
Hongkong securities regulators are 
agreeable — though Australia's recent- 
ly announced introduction of an im- 
puted tax rebate on corporate dividends 
may soon make offshore income less at- 
tractive in general to Australian com- 
panies. o 
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atkets i in Asia lost ground i in the period to 23 Sept. with h Hongkong leading EB 
buic he ME and J og bucked the trend, with currency speculators ||- 


| ONG: The Hang Seng Index sank to a 
h low in pun of bleak economic 


rt due on 23 Sept. Most investors re- 
on the sidelines and daily average trading 
HK$180 million (US$23 million). The 


early 65 points to close at the period's | 
Major losers were property. 
Hongkong Realty and New World: 
worst hit. Some brokers were optimis-. 


35.45. 


nterest rates might ease again, in line 
cted cut in US interest rates to relieve 
olfar's over-valued position. 


Electrical. machinery, metal pr odücis 
efence-related issues rose in another 
shortened week, as the government said 


spending would exceed 1% of gross na- 
duct over the five-year period beginning - 
oni 1986. Consequently, Mitsubishi Heavy 


s volume was heavy though the price 
io gain significantly. Sapporo Breweries 


| on reports that its central Tokyo land 


5 were to be developed. Buying generally 
rated on domestic property, housing and 
tuction themes. Daily turnover averaged 
nillion shares and the Dow Jones Average 
pee to close at 12,733.01 points on 21 


, "ORE: A sudden buying surge, the first 
september, boosted the Fraser's Industrial 

idex by 220.25 points since 16 September to close 
049.67 on 23 September. Trading, which in 

| previous weeks had centred on speculative 
ian counters, swept across the board with 

rage of 29.12 million shares changing hands 


luring the period. Analysts were surprised. 


'spurt in buying by institutions as well as in- 

uals. With the Monetary Authority of Singa- 
cting swiftly to shore up the local currency, 
ators who had eved the currency market 
have switched to stocks. 


UMPUR: The market continued to chase 


listings and trading on one day in the 

ached 49.1 million shares, surpassing the 

period's all-time high of 34.1 million 

‘all volume for the period reached 

million units worth M$412.4 million 

65.62 million), and buyers began taking in- 

ing interest in listings with more solid funda- 

ntals. However, counters such as Industrial 

gen or Malaysian Resources topped the list 

ith close to 10 million shares in turnover during 

e period; the top 10 traded listings together ac- 
unted for 32% of turnover. 


IGKOK: The Securities Exchange of Thailand 
ded its previous period's fall. Many stocks 
ed further setbacks as investors continued to 

p their shares. An absence of new trading in- 

n. a bleak economic outlook helped to 


; close the period at 132. 90. Asin Fibre 


st gainer. Losers included Sahapat- 


I and. Thai Plastic & Chemical; 


Total youne dropped to 645,510 shares valued at | 


some Baht 108.79 million (US$4 million). 


AUSTRALIA: Tax reforms announced on 19 Sep- 
tember strongly influenced price movements over 
the period. In anticipation, markets suffered their . 


biggest fall in two-and-a-half years the day before, 
but made: 
“imputatio 


was: appreciated. 


' of corporate tax on. dividend income 
e Australian All-Ordinaries 


Index thus showed a minor fall of 3.6 points over | 
the period to 959.7. The All-Industrials Index fell -| |. 
2.3 points over the period to 1407.5. A fallin the || 


US dollar brought a rise in the Gold Index late in 
the. period, but overall it showed a 49.6 drop to 
959.7 points while the Metals and Minerals Index 
lost. 16.2 points to 512.6. 


NEWZEALAND: The market weakened further in 
the.period with Barclays Index falling 31 points. 


Trading was lacklustre, with the market seeming 


to mark time ahead of Brierley's profit result. The 
latest government-stock tender was held during 
the period and resulted in increased weighted- 
average yields. This was largely expected by the 
market and indicated that high interest rates 
would continue for some time. 


TAIPEI: The market weakened on the period, 
mainly'due to a technical correction. The weight- 
ed price index fell 12.06 points to 699.15. With 
rising concern over the protectionist Jenkins Bill 
now before the US Congress, which would sharply 
cut Taiwan's textiles/garments exports to the US, 
textiles shares fared especially badly. Their index 
fell 8.06 points to 107.49, a 7% drop on the period. 
Trading volume dro opped slightly, with transac- 
tions averaging NT$717 million (US$17.9 million) 
a day. 


SEOUL: The market went through another slow 
period, during which a flurry of rumours on the 


. expected announcement that a South Korean firm | 


will issue international convertible bonds did little 


to lift investors" spirits. The composite index- 


edged up 1.36 points, to 137.08, and average daily 
trading was down 4.33 million to 10.94 million 
shares. Financial institutions fared best, rising 
3.66 points, followed by transport equipment, 
which rose 2.37. Fabricated metals led the losers, 
down 6.28 points. Samchully Industries Co. was 
the strongest gainer, followed by Dongyong Iron 
Pipe Industrial Co. 


MANILA: After two weeks of steady advances, 


share prices tumbled over a broad front in the. | 
period to 23 Sept. as investor enthusiasm again | 


weakened. Average daily turnover declined by 


36% to P 1.59 million (US$85,483), compared to de 


the previous period. Mining issues, which ac- 
counted for — of total transactions, bowed t to 


mining : indes retreated pe 8. 04. points to Hc at 


659.99, the commercial-industrial indicator lost | 
3.16 to 155.94, and the. oil l gauge f fei ll by 0. 028 to | 


Q. 795. 


vigorous recovery as the planned 4 
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\sia houses over half of mankind. Everyday events are 
Lh ? opening here that not only shape Asia's future but 
affect the entire world. Asia 1985 Yearbook covers 
th ese events, compiles analyses and interprets them. 
N lo businessman can afford to ignore them. Nor can any 
ecutive or scholar or anyone who has dealings with 
fo 

Asi a. Decide for yourself whether any other single 
me dium puts the economic, social and political realities 
o of Asia at your fingertips as does the Asia Yearbook. 
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Now In Its 26th Edition 
The Asia 1985 Yearbook, celebrating its 26th anniver- 
sary, is bigger and more comprehensive than ever 
before. Matching the rapid pace of Asian development, 
we have gone into greater detail, with deeper insight, to 
p oduce a book that anyone who has any dealings with 
A sia should have on the bookshelf. 

| atures 
s Asia 1985 Yearbook includes a newcomer to every 
chapter — the Databox which gives an instant glance of 
Besential data. You will find familiar chapters and fea- 
t ires as well: a Regional Round-up, The Power Game, 
F Population, Development Banks, Asian Finance, Asian 
Investment, Commodities, Energy, Aviation, Shipping, 
Trade & Aid, West Asia, South Pacific and Asian 
€ Irganisations. 


. The main body of the book contains chapters on 31 
countries. Each is divided into 3 sections — Politics/ 
Social Affairs, Foreign Relations, Economy/Infrastruc- 
ture — ranging trom Afghanistan through China, to 
| Korea and Japan, down through the Philippines to 
— Australia and New Zealand and then back to Pakistan 
via India, Indonesia, Singapore and Malaysia. 


. As in the past, the Yearbook has an abundance of 
t charts, tables and graphics to illustrate the material, 
- including a full military profile of every country. Each 

X - country has a new map to go with its chapter. 


Country-by-Country Analysis 
- Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure. The Yearbook gives you localised, 
. first-hand information on everything from market poten- 
dues and eo tands to * aid Helter ss 
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| We give you Asia, 
minus the mystery, 
minus the myth: 
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1985 Yearbook 


and social and cultural landmarks. Each section has 
also been supplied with a set of vital statistics compiled 
against a master questionnaire provided by Yearbook 
experts. 


How We Did It 

Pubiished by the Far Eastern Economic Review, the 
Yearbook is the result of thousands of man-hours spent 
every year. Every week, the Review's correspondents 
provide on-the-spot reports from every major Asian 
Capital. From Islamabad to Tokyo, Peking to Canberra 
and virtually every area of interest throughout Asia. This 
leading team of writers, analysts, experts and research 
staff contribute (as they have regularly for 26 years) to 
keep the Asia Yearbook pertinent. To give you Asia, 
minus the mystery, minus the myth. To give you Asia as 
only the Far Eastern Economic Review can. 


Soft Cover: HK$170/US$21.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$25.95/£23.75/S$58.50/M$67 
For airmail delivery, please add: 
HK$45/US$6/£5/S$13/M$15 


[—7----—----------— 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 


Please rush me copy/copies of the Asia 1985 Yearbook as 
indicated. | enclose a cheque/postal order for 
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Asia 1985 Yearbook (Soft Cover) 
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Asia 1985 Yearbook (Hard Cover) 
Price: HK$200/US$25.95/£23.75/S$58.50/M$67 each 
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"For airmail delivery, please add: 
HK$45/US$6/£5/S$13/M$15 per copy 
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roote Eylandt leads the world in 

two commodities: manganese and 
white ants. One miner says that the 
manganese, used mainly for toughening 
steel, is so rich and pure that “you could 
eat it if you wanted to," though not even 
the ants appear to do so. The ants do, 
however, eat almost anything else in- 
cluding canvas, trees and car tyres. 

You can swim off Groote in the 
warm blue waters of the Gulf of Carpen- 
teria, so long as you don't mind sharing 
them with crocodiles, sharks and jelly- 
fish. You can watch TV, drink at the 
club, or do up your house. That apart, 
there isn't an awful lot of entertainment 
for the manganese miners this side of 
Darwin, an hour's plane flight away. 
Jakarta is closer than Melbourne or 
Sydney. 

Groote was christened by Abel Jans- 
zoon Tasman, the Dutch navigator who 
— it in 1644. (Groote means “big” 
in Dutch.) The island is roughly rectan- 
gular, “pegs. 2,533 km* and lying 
about 50 km off the western side of the 
gulf. Its traditional inhabitants are 
Aboriginals who developed a maritime 
culture based on ready supplies of fish, 
turtles and dugong. The diet was aug- 


mented by occasional foraging for | 


small bush animals, which had to be 
hunted without benefit of the favoured 
Aboriginal weapon, the boomerang: 
Groote was and is too thickly forested 
for throwing them. 

The Groote Aboriginals are usually 
called the Warnindilyakwa, which is in 
fact the name of the major east-coast 
Aboriginal clan: the islanders are not 
known to have had any more specific 
name for themselves as a whole, but 
would refer to one another according to 
their membership of the 14 smaller 
groupings scattered around Groote it- 
self and smaller nearby islands. 

The Aboriginals, and occasional vis- 
iting boatloads of Macassan fishermen 
who came in search of sea-slugs and 
taught the Aboriginals how to make 
dug-out canoes, would probably have 
been left little disturbed on Groote had 
it not been for the arrival in 1907 of 
H. Y. L. Brown, an Australian geologist 
who noticed small manganese outcrops 
on the island. Brown's report back to 
the South Australian government lay 
buried among parliamentary papers for 
the next five decades: but eventually, 
more geologists were to arrive and 
probe the immense value of the Groote 
deposits. In 1962, Bill Smith of the Bro- 
ken Hill Proprietary Co. (BHP), Aus- 
tralia's largest resources group, began 
negotiations with Australia's Church 
Missionary Society (CMS), represent- 
ing Groote's Aboriginals, for permis- 
sion to lease and mine the Groote re- 
serves. 

The law of the Northern Territory, in 
which Groote lies, has provided since 


1952 that mining companies operating 
on Aboriginal land should pay a royalty 
of 2.5% of the value of shipped ore into 
a trust account for the benefit of the ter- 
ritory's n people. Supplemen- 
tary to this, BHP negotiated with the 
CMS's Canon George Pearson that the 
company should pay directly to 
Groote’s own Aboriginals an annual 
base sum of A$10,000 (US$6,850), plus 
1.25% of the value of ore shipped in ex- 
cess of 100,000 tonnes each year. The 
royalties paid up to and including 1984 
— to some A$7.6 million to the 
Groote trust, and A$16.1 million to the 
Northern Territory’s trust. 


E geological terms, the Groote man- 
ganese body is a broad, gently undulat- 
ing sedimentary layer 0.5-9 m thick, co- 
vered by a layer of laterite overburden 
ranging in thickness from 0.5 to 25 m. 
The total identified resource of man- 
ganese mineralised rock is estimated at 
330 million tonnes, of which 107 million 
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tonnes has been proven for mining. In 
practical terms, that means that not only 
is Groote one of the four biggest proven 
manganese deposits in the world, but 
also that the ore is concentrated and ac- 
cessible enough to be extracted at a rela- 
tively low cost by international stand- 
ards using open cut strip-mining 
methods. Lon on the ground, the 
lossy black mineral looks like outsize 
umps of pencil-lead. 


REVIEW MAP by Frank Tam 
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Groote Eylandt Mining Co., a BHP 
subsidiary, abbreviates its name to the 
snappier “Gemco,” and maintains a 
spruce and prosperous company town 
of about 1,200 people at Alyangula, at 
Groote’s northwestern tip. The island’s 
Aboriginals, about the same number in 
total, live mainly in two townships, at 
Angurugu on the west coast, and Um- 
bakumba in the northeast. Some 30-50 
of them are working for Gemco at any 
one time, often for relatively short indi- 
vidual periods. Angurugu looks like a 
shabbier, second Aia version of 
Alyangula: similar steel-framed houses, 
but in need of a coat of paint; bashed- 
about pick-up trucks; barefoot children, 
and ranging dogs. 

The policy of Aboriginal self-deter- 
mination first espoused D Gough Whit- 
lam's Labor government in 1972 has 
brought substantive self-administration 
to the Aboriginals of Angurugu: the 
local town council became a Communi- 
ty Government Council in September 
1982. The communities have shifted 
over from a pre-Gemco “bush tucker” 
economy, in which produce was the 
medium of exchange, to a cash economy 
centred on the Gemco club and the local 
supermarket. Many past features of 
Aboriginal bush life have long lapsed: 
the last traditional circumcision took 

lace at Angurugu in 1969; holes are no 
onger bored in noses, nor are chests 
lacerated with scars. 

Groote's Aboriginal councils have 
done their best to limit some of the more 
obvious contingent damage from the 
clash of cultures, and Gemco has coop- 
erated: prostitution has been more or 
less suppressed, and company employ- 
ees exploiting Aboriginal women are li- 
able to be deported. Alcohol is sold at 
the company club in Alyangula, but 
with a "stop-list" of heavy drinkers kept 
behind the bar. The supermarket in An- 
gurugu itself is “dry.” 

Whether Groote's Aboriginals are 
better off in sum for the social revolu- 
tion wrought by Gemco depends on 
whose eyes you look through. Either 
way, the upheaval can scarcely be over 
yet. Sooner or later, for whatever 
geological or economic reasons, man- 
ganese mining on Groote will diminish 
and cease. The Warnindilyakwa, hav- 
ing restructured their way of life to ac- 
commodate Gemco, will have to adjust 
again to its going. — Robert Cottrell 
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Stuart Fowler, Westpac’s — the base on which to build a global 
Chief General Manager, network of offices in 22 countries 
Corporate & International. to serve our clients better. Today, our 
| clients need a bank that can deliver 
| “From my perspective, a comprehensive range of sophisticated 
- reputation is everything, I can’t international services supported by the 
think of a greater asset in the latest communication systems. 

_ world of global banking than a first Westpac delivers both. 


We’re expanding our network, 
particularly in Asia and the Western Pacific, 
the fastest growing region on earth. 

So we can truly live up to our 
reputation as Australia’s world bank. 


rate reputation. At Westpac our 
reputation is based on Australian and 
international strength. 
We are Australia’s largest and 
most experienced banking group. 
And globally we are a major 
banking force, ranking 68th in the 
= world by assets, 43rd by shareholders? 
~ . equity and 20th by profits" 
ES We have used this reputation as 





"Source: The Banker Magazine, July 1985. 
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THAT EXCEEDS THE 

EXPECTATIONS OF THE 
* BUSINESS TRAVELLER 


Seoul Hilton International is virtually an 
extension of your office. With the best 
equipped executive business centre in 
Seoul, manned by a multi-lingual staff 
A new conference centre for up to 5400 
people which offers simultaneous 
translation in 8 languages. And our 
restaurants and recreational facilities are 
very relaxing too. 
Tbe Seoul Hilton 


International offers 
you in addition 


Dialing 
e Non-smoking floors 
e Indoor swimming 
bool 


For reservations, cali 
your travel agent, an) 
Hilton International 
botel or Hilton 
Reservatton Service 
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Introducing 
the Regency Terrace 
The new sun-spangled £ 
wing of Hyatt Regency ot 
Singapore is a resort in the 
heart of the city, complete with an 
incredible four-storey waterfall, a landscaped 
pool area, lush tropical greenery, a fitness centre, squash 
and tennis courts. A bright and breezy welcome awaits every guest 
in its 320 beautiful rooms, each with its own private covered alcove. 
For business or pleasure, che Regency Terrace is a spectacular touch of Hyatt. 
Don't you WISH 
YOU WERE 
HERE." 


HYATT REGENCY(S)SINGAPORE 


For reservations call 7331188 in Singapore or contact rhe nearest Hyatt or Travel Planner. 















LETTERS — | 


Those belated 
second thoughts 


Tiziano Terzani [THE STH COLUMN, 19 
Sept.| persists in spreading the fiction 
that the US bombing in Cambodia con- 
verted a group of agrarian reformers 
into genocidal savages. It did not take 
B-52s to make the Bolsheviks liquidate 
the "Kulaks" and send millions to the 
Gulag, or for the Chinese communists 
to slaughter a million or more “land- 
lords" in the early 1950s or for the Viet- 
namese communists to ruthlessly put 
down anti-collectivisation peasant re- 
volts in the north in 1955-57. Con- 
versely, the North Vietnamese, who 
suffered even heavier bombing, were 
not so converted. Exacting retribu- 
tion for US bombing on middle-level 
cadres or apolitical peasants who fled 
the fighting into a town or city rather 
than the jungle can hardly be called 
rational. Pol Pot was instructed by 
his French mentors that the bourgeoi- 
sie ought to be 
liquidated and 
simply went about 
that task. 

Terzani states 
that US interven- 
tion was wrong 
and prevented 
the "moderates" 
from coming up 
with their own 
solutions. It is in- 
teresting to note 
how useful the 
moderates of the National Liberation 
Front were to the communists until 
April 1975 and how quickly thereafter it 
and its leaders were discarded. Similarly 
in Laos. Terzani has clearly forgotten 
the experience of Eastern Europe, 
Czechoslovakia in particular (twice: 
1948 and 1968), and what happened to 
the moderates. 

Terzani's latest suggestion is even 
more insidious — that we should 
meekly surrender in the hope that no re- 
sistance will result in better treatment 
and another better opportunity for the 
communists "to prove their cause to be 
just." Does Terzani wish us to believe 
that the resistance of the victim makes 
him responsible for the crime? Totalita- 
rian governments need nothing but 
their own paranoia as an excuse for re- 
pression. 

While it is gratifying to see that Ter- 
zani has doubts and second thoughts — 
and admirable that he is willing to admit 
them — it is unfortunate that he did not 
have them in 1965. It was journalists 
like Terzani who helped the com- 
munists claim the moral high-ground, 
the "historical right to win the war," 
if not in Vietnam then on the streets 












10 OCTOBER 1985 e FAR FASTFRN FCONDMYIC BEHICA/ 





Fu-dogs, 19th century China. Stylized lions often placed at the entrance of homes or sacred buildings 
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The art of personal banking. 


How Irving Trust meets the special 
needs of individuals who command 
significant wealth. 


Our purpose is to help our clients preserve, use and enhance 
their wealth. Discreetly and effectively. 

To achieve this goal, we bring the resources of a major interna 
tional bank, which has served individuals of means for more th 
130 years. 


ati 


Our method is to practice the art of personal financial manage 
ment, as well as the science. Which means that we recognize the 
individual needs of each client, then orchestrate a wide range ol 
products and services to meet those needs. In personal banking. 
investment management and fiduciary services. 

For your convenience, we have offices in Hong Kong, Mel 
bourne, Singapore, Taipei, Tokyo, London and New York 


Irving Trust 
Unique. Worldwide. 


IHE HEART OF A 
FINE HOTEL 





Ies ES Set — The heart and soul of Europe's 
Contact your travel agent for grand hotels is the lobby. 
reservations or write to: It's the traditional rendezvous. 


Hotel Regal Meridien Hong Kong a 
71, Mody Road, Kowloon, H.K. Elegant. Quiet. A cosy corner 


Telex: 40955 HOMRO HX. where one enjoys a quiet 
aperitif or waits to receive 


visitors or a message. 

At the Hotel Regal Meridien 
Hong Kong this same European 
style touches every part of the 
hotel. 

It's just a part of our heritage. 

It reaches down to our 
kitchens and wine cellars. And 
up to our restaurants and rooms. 


REGAI The Hotel Regal Meridien 
p^ ai Hong Kong. Where the art of 
AAD MERIDIEN fine living lives on. 
HONG KONG 


HONG KONG'S TRULY EUROPEAN HOTEL. 


A Regal International Hotel 
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of the US. Terzani may regret his con- 
tribution: unfortunately it is the Viet- 
namese people who have to pay the pen- 
alty. One hopes the lesson is not lost 
on other journalists, 

Bangkok Peter E. Beal 


The painful truth 


Lost hopes of 1975? I suppose it was a 
severe case of self-deception. Everyone 
who had read Lenin, Ho Chi Minh, 
Truong Chin and Bernard Fall (The 
Garrison State) knew what was to come 
— 30 April was no occasion to rejoice. 
The war was over, sure. But people 
uickly realised that the “oppressive 
hieu regime" was rather liberal com- 
pared with the emerging new order. 

It is sad to note that many (white) ob- 
servers who, of course, would leave in 
due time to enjoy their freedom abroad 
knew best what was good for Vietnam. 
Similar ill-advice was handed out during 
the Cultural Revolution. 

Correspondents should not consult 
the “saints” exclusively. The people of 
Saigon had good reason not to partici- 
pate in the “general uprising” of April 
1975, They had no illusions. 

Tiziano Terzani's column fails to ex- 
plain why so many foreigners harboured 
illusions. The truth, I am afraid, is too 
painful. 

Singapore 'Friend' 


Gandhi's direction 

| refer to O. Tara Singh's letter 
[18 July] in which he has erroneously 
quoted Rajiv Gandhi as having said in 
his address on the occasion of his 
mother's death that he will "take re- 
venge by peaceful means." 

What Gandhi actually said was: 
“Taking thought we have to avenge this 
death. Avenging this should not be in 
anger or excitement. Avenging this can 
only be in one way — if we can with all 
our strength eschew factionalism and 
help the country remain one and strong. 
That is how we should remember her . . ." 

Similarly Tara Singh seems to have 
come to various conclusions on the basis 
of inaccurate information; projection of 
any enmity between different religions 
in India would be wrong. Gandhi has 
taken several steps to restore the confi- 
dence of the Sikhs and it is actually the 
forces which want to sow the seeds of 
enmity among different sections of the 
people in India who are using violence 
to put road blocks in the way of Gan- 
dhi's statesman-like steps. However, he 
is undeterred in his faith and action in 
restoring harmony among all the people 
of India. 

Your own articles amply bring out 
the bold steps taken by the prime minis- 
ter to create confidence among the 
Sikhs as well as other sections of the 
population and to create a strong and 
united country for which he stands. 
Hongkong S. P. Mehta 
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For Indonesia, the new power plant 
at Suralaya means 800MW of new 
generating capacity to keep lights - 
burning bright and appliances and 
machines humming. 

But to B&W, who in partnership with 
Marubeni Corp. of Tokyo supplied 
Suralaya's complete steam generat- 
ing system, the project reaches 
beyond the power of electricity to 
show the power of international co- 
operation and shared resources. 

Babcock & Wilcox's part in that 
sharing took the form of world- 
renowned North American expertise 
and experience. BaW, with Marubeni, 
designed, manufactured, supplied, 


erected and commissioned the total 
boiler island here in the country's 
largest and first coal-fired station. 

d these two 400MW boilers are 
not ordinary. Especially designed to 
burn either coal or oil, their flexibility 
means thatthe most economical fuel 
can be utilized. 

Throughout the project we worked 
closely with Indonesian fabricators, 
contractors and suppliers. Their skill 
and dependability helped us meet 
or better all contract commitments, 
deadlines and schedules. 

Suralaya. Another cooperative 
example of B&W's worldwide capa- 
bility. We're ready to share our un- 
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matchedresources with you. Babcock 
& Wilcox. In our second century of 
steam generation leadership, 

For more information contact the 
Manager, International Marketing & 
Sales; Babcock & Wilcox Canada, 
581 Coronation Blvd., Cambr 
Ontario NIR 5V3. TLX: 069-59341 or, 
Babcock & Wilcox International. Inc., 
20 South Van Buren Ave., Barberton. 
Ohio U.S.A. 44203, TLX: 98-6406. 
Babcock & Wilcox, a McDermott 
— company. 
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latest automotive and aerospace y à 
products, our tradition of innovation The Saab-Scania symbol By our in-depth thinking in 
and engineering quality has always summarizes that experience and design, engineering and 
been maintained. ability. Combining the elements of production, Scania offers a 
: wide range of trucks an 
; our past into a declaration for the bisoa Illored to axes She 
Over the years the Saab-Scania future. 
1 i specific needs of individual 
Group has established a solid : 
x operators. Vehicles which 
record of sales, profitability and SAAB -SCANIA follow in a tradition of 
return on investment in what are Leaders in specialized transport technology. outstanding economy and 


generally considered tough markets. performance. 


a E 







EDU 


ra Mast onion: C | nee M 
BHIIE THIS WEEK  100ctober 1985 


hinese leaders are trying to play down an apparent rift 

between elder statesman Deng Xiaoping and veteran 
economic planner Chen Yun over how to proceed with the 
country's modernisation programme. But the disagree- 
ment, which surfaced during the recent national party con- 
ference and focused on the breadth and depth of Deng's 
liberal policies, could have a serious impact on the im- 
plementation of the new Five-Year Plan — endorsed, 
perhaps reluctantly, by Chen. China correspondents David 
Bonavia and Mary Lee analyse the contradictions in Deng's 
policies, while China economic writer Robert Delfs brings 
historical perspective to planner Chen and his stance. Pages 36-39. 
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prime minister. 


As the World Bank/IMF meetings 
begin in Seoul, FOCUS examines an 
emerging policy of helping those who 
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Shooting by Philippine paramilitary 
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= mediation attempts in 
- dochina may be one cause, 


Taipei releases 
Bowing to EE US pressure, 
Taipei on 26 September re- 
leased a US-based newspaper 
publisher who had been ar- 
rested on sedition charges just 
nine days earlier (REVIEW, 3 
Oct.). The Taiwan Garrison 
Command said Lee Ya-ping, 
ohare of the /nternational 
laily News in Los Angeles, 
was released on bail because 
she had "expressed deep re- 
morse for the harm done to the 
country" by allegedly pro-com- 
munist articles in her news- 
paper. The security agency said 
— undergo a two-year 
period of “protective guidance" 


. — the lightest possible form 


of legal action. 
yi — Carl Goldstein 


wants to quit 


foreign minister 


| Australian Foreign Minister 


Bill Hayden has asked Prime 
Minister Bob Hawke to shift 


-| him to a domestic portfolio, a 


move Hawke said he would 
consider more closely at the 
end of the year. Hayden has 


- not yet made public his reasons 


for the request, first put to 
Hawke in July. Frustration 
over the response to his inter- 
In- 


along with a desire for greater 
involvement in economic 


policymaking. 
Minister for Minerals and 


Energy Gareth Evans and 
Deputy Prime Minister Lionel 
Bowen are mentioned as well- 


| qualified replacements, though 


neither seems likely to have 


" Hayden's skill at deflecting 
- pressure from the ruling Aus- 


tralian Labor Party's leftwing 


= onemotive issues. 


— Hamish McDonald 


Lao ministers visit US 
after 10-year freeze 
Ten years after the US was 
forced by the Pathet Lao re- 
ime to close its large Agency 
or International Development 
mission in Laos and sharply 
curtail its diplomatic person- 
nel, quiet reconciliations have 
taken place in Washington and 
New York. On 24 September, 
Lao Vice-Minister of Foreign 
Affairs Soulivong Prasithdeth 
became the first senior Lao of- 
ficial — and the first com- 
munist official from Indochina 
— to visit the State Depart- 
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ment since 1975. He held talks 
with his US counterpart while 
Foreign Minister Phoune Sip- 
raseuth spent two days in 
Washington on a private visit. 
Then on 30 September, 
Phoune met US Under-Secret- 
ary of State for Political Affairs 
Michael Armacost in New 
York. — Nayan Chanda 


Shevardnadze's Japan 
visit confirmed 

Soviet Foreign Minister 
Eduard Shevardnadze will visit 
Japan in December or January. 
Japanese Foreign Ministry offi- 
cials confirmed that at least two 
bilateral agreements would be 
signed in Tokyo: an extension 


of the existing trade-and-pay- 
REUTER-UPI 


ments agreement, and a cul- 
tural-exchange pact. The offi- 
cials say Japan will use the talks 
to raise the issue of the Soviet 
Union's claim to Japan's four 
northern islands, though 
Foreign Minister Shintaro 
Abe, who announced the visit, 
said he has noted no significant 
change in the Soviet position 
on the territorial dispute. 

— Bruce Roscoe 


Gandhi reshuffles 

his cabinet 

Indian Prime Minister Rajiv 
Gandhi reshuffled his nine- 
month-old Council of Minis- 
ters on 25 September, drop- 
ping five and bringing in 16. He 
also re-grouped several minis- 
tries and created two new ones. 
Gandhi gave up external af- 
fairs, which is now under new- 
comer Baliram Bhagat, and 
took over the defence portfolio 
from P. V. Narasimha Rao, 
who now heads the newly 
created ministry of human re- 
sources. Ghani Khan Chow- 
dhury, dropped in January, re- 
turns to head programme im- 
plementation, also a new 
ministry. — Mohan Ram 
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MAS offers 30% of its 
shares to the public 


Malaysians queued on 30 Sep- 
tember to apply for shares in 
the first public offering of 49.5 
million units in Malaysian Air- 
line System (MAS). Ballotin 
to allocate the shares, whic 
were heavily oversubscribed at 
M$1.80 (73 US cents) each, 
will take place on 6 November. 
Although aiming over the next 
few years to reduce its stake in 
MAS to 30%, the govern- 
ment’s holding after the alloca- 
tion will stand at 70%. More- 
over the government has taken 
a special redeemable M$1 
share “to ensure major deci- 
sons affecting the operations of 
MAS are consistent with gov- 
ernment policy.” 

As the first public corpora- 
tion to be “privatised” under 
the government programme 
to divest state enterprises 
(REVIEW, 25 July), the float is 
attracting wide interest: similar 
exercises for telecommunica- 
tions and Malaysian Interna- 
tional Shipping Corp. are ex- 
pected next year. 

— James Clad 


South Korea has announced 
plans for its budget for 1986 
(beginning 1 January), which 
envisages a 10.2% growth in 
spending over 1985, and pro- 
jects 7% economic growth next 
ear. In contrast to the past two 

udgets, which have been in 
surplus, the 1986 budget aims 
for balance. Defence and edu- 
cation take up roughly half of 
planned spending — as in re- 
cent years — taking approxi- 
mately 30% and 20%, respec- 
tively, of the total. Social and 
economic spending, which in- 
cludes infrastructure invest- 
ment, will rise 8.476, taking up 
26.6% of the total. The pro- 
posed budget will go before the 
national assembly later this 
month. — Paul Ensor 


ADB warns of danger 
to Asian economies 


The incipient economic re- 
covery in Asia's developing 
countries is “in danger," with 
growth forecasts being revised 
downward in many places, ac- 
cording to Masao Fujioka, pre- 
sident of the Manila-based 
Asian Development Bank 
(ADB). Speaking in Hong- 
kong on 2 October, Fujioka 





noted a slackening — per- 
formance in Asia, especially in 
the newly industrialising coun- 
tries. He also cited a fall in the 
prices and volumes of primary- 
commodity exports of other 
Asian countries. Nevertheless, 
he expects Asia as a whole to 
continue to outperform de- 
veloping nations elsewhere, 
even if growth rates are some- 
what lower than in the past. 
Fujioka said there would be 
"no contraction in outstanding 
external-debt levels for many 
Asian] developing countries" 
in the next few years but pre- 
dicted that *by the end of the 
decade, external debt will no 
longer be a serious constraint 
on growth in Asia." 


— Anthony Rowley 
IMF, Manila to hold 
further talks on loan | 
Negotiations between the 


Philippines and the IMF for the 
release of the third tranche of a 
standby-credit facility of 615 
million special drawing rights 


R, equal to about 
US$651.5 million) for the 
country’s economic-regovery 
ipe] have b d 
ayed. Manila monet o 
cials, however, expe $ 


cessful conclusion of tall 
during the IMF's annual meet- 
ing in Seoul from 7 October. 
The Philippines, according to 
the officials, has complied with 
rformance criteria of the 
acility. Still under negotiation 
are Manila’s planned policy 
shifts to reform the sugar and 
coconut industries and reduce 
the budget deficit. Bankers 
also believe that Philippines is 
still resisting IMF suggestions 
for an exchange-rate adjust- 
ment by Manila. The IMF facil- 
ity’s third tranche totals SDR 


106 million. — Jose Galang 
Taiwan sets up scheme — 
to insure 


In what has been billed as the 
first concrete step to modernise 
Taiwan's financial system since 
the Cathay banking scandal 
erupted in February, financial 
authorities on 27 September 
announced the establishment 
of the Central Deposit Insur- 
ance Co. The new company, 
owned by the Ministry of Fi- 
nance, the Central Bank of 
China and the Central Trust of 
China, will insure individual 
deposits in all financial institu- 
tions up to  NT$700,000 


(US$17,284). A Central Trust 
official said the scheme would 
have a start-up reserve fund of 
NT$2 billion. — Carl Goldstein 
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Stellar performance. On every Space Shuttle mission, 24 or more 
precision Northrop gyroscopes stabilize the orbiter and its booster. From 
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NORTHROP 


Making advanced technology work 
i T3 1840 Century Park East, Los Angeles. CA 90067-2199 USA 


ECONOMIC REVIEW e 10 OCTOBER 1985. : 
uad — : ww ON Ta | Tatia 
























Nahid Abde eter Achermann, Rane üs Aeberhard, Albert Aeberli, Rene Aebischer, Hugo Aellig, Hanni Aetni, 






























































h; Nahid Abdeli 1, Marcel Ab tid Achermann, / nann; Ran i, Ha D Albert Asb ‘ Acilig, Hi eni 
g er, Alfred Aeschimann, Paul Aeschlimann, Riaz Nadeem Ahmed, Sandra Akehurst; Helene Akerblom, Thomas Akers, Ezekiel Akinboyewa, Benedict Akisanya, Harris 


‘ittorio Alberico, Esther Alessandri, Elfriede Alexander, Thomas Aléxopoulos, Kaspar Alig, Koo Alings, Doris Allen, Max Altenburger, Hamit Altinay, Ahmed Abdel Aly, 
madori, Dominique Amaudruz, Bernhard Ambauen, Heinrich Amberg, Zannis Amiralis, Joel Amirotto, Mojeed Amisu, Willi Ammann, Benno Ammann, Max Ammann, 
Arndt, Charles Arni, Monika Arnold, Xaver Arpagaus, Ursula Arter, Josef Artho, Peter Aschwanden, Bernard Auderset, Marie Audet, Gottfried Auerbach, Michele Augeard, Peter 
larius Biegel, Eric Bieler, Simone Bielser, Marcel Bigler, Peter Bigler, Markus Binder, Silvia Binz, Hansjoerg Binz, Dieter Bircher, Hans-Ulrich Birrer, Robert Birrer, Martin 
rger, Karl Bissig, Yvonne Blaesi, Patricia Blake, German Blanc, Walter Blaser, Erwin Blaser, Beatrice Blaser, Roland Blatter, Ernst Blattmann, Anna Blattmann, Christiane Blum, 
ia Bodenmann, Kurt Bodmer, Peter Boehlen, Paul Boeni, Adrian Boeni, Horst Boenigk, Eugen Boesch, Jakob Boesch, Marc Boesch, Max Bohli, Charles-Andre Boichat, Paul Bolfing, 
Boller, Anne Bolliger, Albert Bollinger, Peter Bolz, Ilva Bondolfi, Mario Bonetti, Louis Boo, Meret Boog, Olivia Borbola, Peter Brodbeck, Simone Bruand, Kurt Bruchwiler, Franziska A. 
ch, Karin-Daniela Bruetsch, Werner Brun, Georgette Brunello, Anne Marie Brunn, Manfred Brunner, Elsa Brunner, Piero Brunner, Wetner Brupbacher, Albert Bucher, Anna Maria 
t, Hans Bucher, Anton Bucher, Alfred Bucher, Erich Buchli, Zorica Buchmann, Paul Buchmann, Marie-Antoinett Buchs, Astrid-Nelly Buchser, Hans Buecheli, Barbara Buechi, Ernst 
Robert Bueki, Franz Buenter, Peter Buerki, Rene Bueschi, Hans-Rudolf Buetikofer, Judith Buetler, Fridolin Buetler, Roland Buetler, Marianne Buettiker, Martha Buff, Joel Buirey, 
inn Scott Bujok, Therese Burckhardt, Walter Burkart, Candida Burkhard, Ernst Burkhard, Edith Barns, Adolf Businger, Gail Butler, Henry Butter, Toni Cabaizar, Jean-Philippe Cachin, 
i$ Cadenas, Ladislao Calvarro, Michele Cammarota, Anita Campitelli, Flemming Camradt, Marie-Ange Cangiani, Sylvia Capeder, Maryse Capelli, Aldo Cappuccio, Daisy Capt, Rafic 
‘Paulo Cardozo, Maria Carlino, Georges Carrard, Josiane Carroy, Amit Cash, Martin Caspar, Andrea Cassani, Annemarie Castelberg, Roland Castella, Maria Catalano, Beatrice 
à, Suzanne Cattrysse, Paul Cavallasca, Georg Cavigelli, Alfonso Cernadas, Miroslav Cerny, Gabriella Cerutti, Louis Chamy, Nur Chandra, Michel Chappaz, Joseph Che, Ruth 
, Aris Christodoulou, Efstathia Christoforidis, Rosa Chukwu, Giorgio Cioccari, Jean Paul Clement, Thierry Clerc, Margrit Coimbra, Susan Collier, Boris Comazzi, Carina 
mont, Antonio Comi, Rinaldo Compagnone, Gabriele Comunetti, Stefan Conrad, Loredana Constantino, Nicolas Coppex, Isabelle Cornaz, Beatrice Cornu, Alfredo Correia, Alex 
Bernard Cosandey, Renzo Cossettini, Fritz Cottier, Anne-Marie Coudere, Gerard Coudray, Franco Cresceri, Timothy Crowch, Niklaus Cueni, Antun Cujan, Rosmarie D'Ambros, 
oghe, Carmen D'Silva, Liesbeth Daendliker, Urs Daeppen, Irene Daetwyler, Mario Dall'Oglio, Maria Dania, Erik Danner, Basil Daratzikis, Kevin Darcy, Evanghelos Davarias, 
Boni, Ricardo De Guzman, Diana De Maddalena, Jacobus J. De Regt, Elgirivage De Silva, Tiziana De Silvestro, Francoise De Weck, Alain Decosterd, Claudia Defiebre, Peter 
ine Deillon, Christian Deiss, Daniel Delagoutte, Miron Denan, Christian Denzler, Hans Deragisch, Tsering Desam, Friedrich Diehl, Anne-Margarethe Diener, Ivo Diethelm, 
Dieth ana Dimitrov, Ernst Dinkelacker, Bruno Dittli, Milenko Djurovac, Laura Doenias, Sahel Dolatshahi, Eugen Domeisen, Jose Dominguez, John M. Donelon, Alfred 
-Meinrad Dormann, Ernst Dormann, Alberto Dornbierer, Christine Douglas, Katrin Dubach, Mong Thu Dubois, Daniel Ducommun, Peter Duersteler, Eric Dufresne, 

Julias, Francois Dumont, Claude Dunand, Francis Dupont, Marcei Dupre, Alain Dupuis, Jbrahim Durgut, Karl Durscher, Dani Duschak, Yves Duvernay, Hansruedi Eberle, Beat 
eter Ecker, Paul-Pierre Eckert, Thierry Ecuyer, Stephen Edwards, Constantin Efrossynis, Chantal Ege, Hans Eggenberger, Waltraut Eggenschwyler, Anton Egger, Sonja Egger, 
sener, Hanspeter Elsener, Hans Elsener, Alfred Elsener, Katrin Emch, Richard Emge, Joseph Emmenegger, Beatriz Enggist, Rudolf Engler, Nicholas Entract, Hermann 
er, Yavuz Eraslan, Bruno Erb, Doris Erhardt, Fritz Ernst, Gertrud Ernst, Josette Escher, Werner Etter, Helen Ewa, Antonio Exposito, Manuel Exposito, Christine Fach, Lawrence 
te Doris Fajr, Adreya Fakoussa, Edith Fallegger, Hans Fankhauser, Bernhard Fankhauser, Lisbeth Fankhauser, Christiane Fassi, Francois Favre, Suduwadevage Fernando, Jose 
xancarlo Ferrero, Claudio Festa, Rene Feuz, Enrique Jose Fierro, Stephen James Finlay, Sjachrul Firdaus, Christina Fischer, Peter Fischer, Annelis Fischer, Astrid Fischer, Brigitta 
t, Andreas Fischer, Rolf Fleischner, Anna Fleitners, Ingeborg Flessa, Rosinette Flores, Heinz Frei, Renata Frey, Ulrich Frey, Kurt Frey, Richard Frey, Walter Frey, Hans 
, Gabriella Frigerio, Elvelcio Frigerio, Rolf Fritz, Cesare Frosi, Thomas Fuchs, Antoine Fuchs, Jean-Claude Fuchs, Ricardo Fukuhara, Charlotte Funke, Rene Furrer, Juerg Furrer, 
usanna Furthmueller, Beatrice Gabbi, Anita Gaechter, Vincent Gaglio, Jovan Gajic, Nicolaos Galatis, Martin Gallati, Blaise Gallet, Evi Galliker, Eugen Galliker, Antonia Gamma, Mario 
üroni, Mario Gasser, Maria Gasser, Ursula Gasser, Eric Gasser, Olivier Gatta, Suzanne Gaudry, Max Gautschi, Walter Gegenschatz, Eva Geissbuehler, Karl Geisser, Andreas Gerber, Beat 
ola, Reinhard Geyer, Ghada Ghanma, Engelbert Giakoumis, Anna Giambonini, Gaetano Giaquinta, Chandra Gidwani, Erika Giger, Jacinto Gil, Daniel Giller, Jean-Pierre Gillieron, Heidi 
omen, Emad Gindi, Sergio. Giordani, Alfonso Giordano, Dino Giorgiantoni, Francine Girard, Marc Girard, Jean-Claude Girod, Thierry Giroux, Pierre Gisiger, Anton Gisler, Elisabeth 
t; Jean Givron, Karl Glatz, Irene Glutz, Niklaus Gmüender, Christine Gnaegi, Josef Gnos, Brigitte Godidek, Paul Goetti, Hans Goldinger, Fermin Gomez, Emilio Gomez, Vicente 
ella; Guillermo Gonzales, Edith Gonzalez, Gertrud Good, Orville Goonawardena, Rosario Gorlier, Christian Graber, Walter Grabner, Walter Graeser, Thomas Graf, Rene Graf, Josef 
alak, Filippo Gramegna, Patrick Grasso, Thomas Grendelmeier, Markus Grendelmeier, Ruth Greter, Rene Greub, Carlyle Grey, Rene Grignola, Susanne Grindsted, Rosemarie Groebli, 
Grolimund, Rene Grosjean, Rose-Marie Grosjean, Thomas Gross, Juerg Gross, Daniel Gross, Hansjoerg Grotzer, Silvia Grubenmann, Ludwig Gruen, Hedwig Guanter, Gallus Gubler, 
gina Gucu, Michael Gulzar, Joachim Gusek, Madeleine Gut, Beatrice Guthauser, Robert Gutmann, Mariann Gygax, Urs Gyger, Ralph Gysel, Peter Haas, Jean-Marc Habegger, Urs 
aberthuer, Reto Haeberli, Vreni Haeberlin, Kurt Haechler, Verena Haegi, Kurt Haemmerle, Albert Haemmerli, Kurt Haenggi, Walter Haeni, David Haerri, Erich Haertner, Hansueli Haessig, 
üdia Hatz, Gerald Haueter, Sandra Haug, Torben Hauger, Christian Hauser, Yoshiaki Hayakawa, John Hedges, Glenn Hedley, Andreas Heer, Hans-Ulrich Hegetschweiler, Viviane Heggli, 
ax Held, Dora Hemmer, Maria Henn, Patrick Hennessy, Markus Henzi, Thomas Henzi, Tomas Heppler, Silvia Hermann, Marie Hernandez, Gabriela Herr, Kurt Herren, Stefan Herrli, 
sdrich Herrmann, Anton Herrmann, Willy Herscovici, Reinhold Herzog, Daniele Hese, Fred Hess, Friedrich Hess, Martin Heuer, Renate Hiestand, Gilles Hilaire, Madeleine Hilber, 
Berthold Hildebrand, Erhard Hiltebrand, Paul Hinnen, Ernst Hinterberger, Christina Hirschi, Pierre Hirschy, Sibylle Hirtl, Doris Hitzler, Sabine Hlawaty, Heinz Hoehener, Hans Hoeppli, 
uth Hofer, Hans-Peter Hofer, Medard Hoffstetter, Susanne Hofmann, Elisabeth Hofmann, Thomas Hofmann, Jaroslava Holan, Arthur Holliger, Erich Homberger, Christoph Honegger, 
s Honegger, Hugo Horber, Pia Hory, Martine Hosdain, Peter Hotz, Mario Hubeli, Rolf Huber, Ernst Huber, Arnold Huber, Erwin Huber, Richard Huber, Walter Huber, Ulrich Huber, 
anspeter Huber, Andreas Huck, Gabriele Huebner, Heinz Hufschmid, Johnny Hug, Peter Hug, Rudolf Hug, Agnes Huggler, Alois Humar, Daniel Humler, Dorothee Marlies Itén, Rebecca 
i, Heidi Iversen, Shankar Iyer, Margrite-Iz, Laslo Jablonkay, Christian Jacomet, Renate Jakob; Sokrates Jakovidis, Nicole Jaquerod, Robert Jaques, Walter Jenni, Gilbert letiny, Horst 
isch, Beatrice Jeunehomme, Arnold Joehr, Peter Joggi, Nicholas Johnson, Doris Joho, Jennifer Jones, Francois Joris, Thomas Jost, Paul Jost, Peter Jost, Christina Jost, Charlés Jone and, 
Zahrko Jovanovic, Cedomir Jovic, Manuel Juncal, Walter Jurt, Blanka Jussel, Josefine Jutzeler, Manuel Kadakshamani, Ernst Kaech, Max Kaegi, Berta Kaelin, Mathilde Kaertpf, Matie 
Raemplen, Hans Kaeser, Anton Kaiser, Panayiotis Kalopesas, Hans Kaltenbach, Rene Kamimermann, Soonie Kandawalla, Juerg Kappeler, Sebastian Karl, Beatrice Karten, Bernard Karrer, 
homas Keller, Peter Keller, Heinz Keller, Francois Keller, Hans Keller, Judith Keller, Verena Keller, Daniel Kelly, Ruth Kermanshahi, Verena Kern, Sissy Kern, Josef Kesselring, Peter Kessler, 
Robert Kessler, Martin Kessler, Stuart Kettner, Marie Yvonne Khalak, Noshir Khambatta, Haider Khan, Marie-Claude Khedoud, Jabra Khoury, Paul Kiefer, Catherine Kiener, Lothar 
ulchenmann, Jovine Kione, Thomas Kipfer, Steve Kirin, Kishen Kirpalani, Sabine Kirsch, Margret-Maria Kissow, Nelly Kistler, Hans-Juerg Klaiber, Christos Klapsis, Franz Klarer, Hans 
uenboesch, Franciska Klein, Anton Klieber, Verena Klima, Evaldo Kluser, Marcel Knecht, Christina Knecht, Paul Knellwolf, Momirka Knezevic, Richard Knight, Hans-Ulrich Knutti, 
ert Kobel, Alois Kobler, Kurt Koch, Walter Koch, Heinz Koch, Robert Kock, Waltraut Koellmann, Jean-Claude Koenig, Markus Koenig, Pius Koepfli, Jack Kofler, Kurt Kohler, Elizabeth 
der, Franz Kohlross, Helen Kois, Jean-Paul Kolaro, Roland Koller, Hanspeter Koller, Dimitri Lanzetti, Heinrich Lehner, Christine Leibundgut, Markus Leimgruber, Gertrud Lemp, Rita 
wiler, Vassil Lerinsky, Karl Leu, Paul Leu, Hansjoerg Leuenberger, Hung-Wai Leung, Stephan Leunig, Pietre Levrot, Alain Levry, Jan Liby, Alfred Lienhard, Eva Lindstrand, Ursina 
, Rene Manz, Anna-Maria Manzanero, Kwok Fee Mao, Hans Marchlewitz, Abraham Marek, Raymond Markowski, Hans Markwalder, Oskar Markwalder, Juergen Marti, Paul Marti, 
ie Martin, Christoph Martin, Maria Martinelli, Jorge Martinez, Antonio Martinez; Paul Marty, Kurt Marxer, Brigitte Mathys, Mato Matos, Heinz Matter, Margrith Mattli, Heinrich Maurer, 
d Maurer, William Mawhinney, Josef Meier, Gertrud Meier, Franz Meier, Hansueli Meili, Kurt Meili, Vroni Meli, Rufus Mendin, Melina Menezes, Sigrid Mengel, Margrit Menzi, 
phan Merkli, Lucette Mermoud, Csaba Mester, Peter Mischler, Therese Moegli, Phedro Mogoje, Andrew Mokqadi, Rached Mokrani, Claude Mollet, Francois Monnier, Fred Monnier, 
Ido Montanari, Michael Mooij, Eugen-Elias Moor, Thomas Moor, Rolf Morach, Maria Moreno, Emil Morf, Charly Morisod, Ingrid Morrone, Beat Moser, Oswald Moser, Katherine Mottl, 
;Mourey, Markus Muecke, Angelika Muehlberger, Marthy Mueller, Anita Mueller, Robert Mueller, Charles Mueller, Max Mueller, Akihiko Nakamura, Tomotaka Naotsuka, Robert 
sash, Trudy Nauer, Mechthilde Nebel, Emmy Neff, Josiane Negron, Danielle Neithardt, Susanne Neukom, Sandra Neukomm, Magda-Habib Nícolas, Werner Niederberger, Harry 
ands, Patrick Oberholzer, Kurt Oberholzer, Blandine Oberli, Regina Odermatt, Danie! Oeggerli, Margrit Oehmchen, Kathrin Oeschger, Adolf Oeschger, Kurt Oetterli, Angelika 
en, Maria Ogg, Sabiu Olanrewaju, Hermogenes Oliveros, Martin Olloz, Sunday Ayodele Oni, Beat Oreli, Jean-Marie Patry; Carlo Pedrazzini, Piero Pedrocchi, Andree Peloso, 
Pieren, Mohan Prithwani, Andromachis Psychas, Joerg Pufahil, Arthur Puorger, Jakob Putscher, Kaethe Quel, Margrit Ruetschi, Tony Ruettimann, Filho Carlos Ruiz, Brigitta 
an-Paul Rusillon, Gerard Ruth, Esther Rutz, Peter Ryffel, Hansruedi Ryffel, Ruth Ryser, Matilde Sabates, Romeo Saganic, Roland Sarteur, Maya Saxer, Mervat Sayam, Alfred 
Albert Schaefli, Rudolf Schaer, Gerold Schaerer, Kurt Schaerli, Bernhard Schaeuble, Paul Schaller, Raphael Schallér, Siegfried Scharping, Werner Schaub, Roger Schaufelberger, 
chawalder, Urs Schedler, Andres Schegg, Annette Scheib, Heinz Scheidegger, Frank Scheidegger, Roger A. Schellenberg; Gottlieb Schellenberg, Robert Schellenberg, Bernard 
Ernst Scheuber, Ernst Schiantarelli, Ursula Schibli, Werner Schick, Hannelore Schieder, Peter Schiess, Alfred Schiesser, Johann Schiesser, Ruth Schindler, Assad Schlaepfer, 

di Schlaepfer, Erwin Schmid, Urs Schmid, Ruedi Schmid, Fernand Schmid, Fritz Schmid, Robert Schmid; Andreas Schmidlin; Irene Schmidt, Erika Schmidt, Pierre Schmitt, Hans 
udolf Juerg Schneider, Enrico Schneider, Rene Schnell, Jean Michel Schnetzler, Fredy Schnyder, Lukas Schnyder, Evelyne Schoch, Peter Schoeb, Hansruedi Schoeni, Emma 
go Schreier, Remo Schuermann, Ernst Schuetz, Marcel Schuhwerk, Ernst Schuppli, Christiane Schwab, Klaus Schweingruber, Bettina Schweizer, Doris Schweizer, Max Schweizer, 
vizer, Iris Schwob, Paola Scipione, Crescenzo Sciunnach, Gabrielle Sedleger, Manfred Seipel, Emanuel Senn, Priscilla Sibugodi, Ghazi Siddiqi, Anton Sieber, Walter Sieber, Hans- 
genthaler, Bruno Siegenthaler, Axel Spreter, Marcel Sprunger, Albert Spycher, Laurence Stoeckli, Agnes Stoll, Emil Stoll, Jakob Stoll, Susanne Stolz, Marc Strahm, Ruth Strebel, 
$ Streich, Hanspeter Streit, Mary Stuart, Ivan Stubelj, Hans Stucker, Urs Stucki, Irene Studer, Charlotte Studer, Walter Su rber, Rolf Surber, Malaickal Suresh, Tadao Susukida; KurtSuter, 
Sutter, Alfred Sutter, Brian John Swift, Olga Taioli, Ferenc Takats, Junko Tanaka; Alain Tanner, Augustinus Teesha, Jean Thibault, Louis Thomas, Verena Thommen, Paul Thut, Eric 
Juanita Timboy, Philip Tolson, Dragica Topic, Maria-Laura Torres, Enrico Toto Brocchi, Martin Trachsler, Enrico Trebeschi, Andreas Trottmann, Catherine Tsamourgeli, Claudia 
han, Markus Tschan, Sophie Tuedoes, Patrick Tung, Monique Twardyj, Charles Ulrich, Edgard Rosa Untone, Fritz Urech, Beatrice-Henrie Urweider, Frank Utzinger, Diane Vale, Ronaid 
| Rossum, Aram Vartian, Bruno Vasta, Ingrid Vedenbrant, Ursula Venosta, Eric Veuthey, Y Guijarro Rita Villalba, Cristina Villodres, Enrique Vinci, Ursula Voegelin, Friedrich Voelker, 
sa Vogel, Rene Volkart; Evelyne Vollmar, Johann Von Holzen, Andreas Von Moos, Erich Walter, Hansruedi Walther, Erhard Warza, Anton Weber, Otmar Weibel, Petronella Weideli, Ruth 
rc Weiss, Martin Weisskopf, Juerg Witschi, Hans Wittwer, Karl Wuersch, Hermann Wuest, Philippe Wuethrich, Rosmarie Wyss, Rene Wyss, Kavita Yadav, Atsuko Yamaguchi, Atsuko 
o, Marlis Zach, Fransiska Zak, Georgette Zakhary, Armin Zangger, Paul Alfred Zarb, Madeleine Zbinden, Walter Zehnder, Alfred Zeindler, Juerg Zellweger, Franziska Ziegler, Peter 
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f 17,958 prizewinners honored with award after award by the passengers and professional 
rganizations since 1976. The reason why all our employees have earned these awards is 
lat, year after year, they put themselves out to ensure our guests and customers feel well looked 












SMOULDERING ISSUE 


Asean and US officials are upset with 
Son Sann, the president of the Khmer 
People’s National Liberation Front 
(KPNLF), for “firing” two members 
of the KPNLF Executive 
Commmittee — Hing Kunthon and 
Abdul Gaffar. Son Sann recently 
ordered the removal of the two on 
charges of insubordination. In order 
not to create embarrassment for the 
Cambodian coalition government at 
the time of the annual debate of the 
Cambodia question at the UN 
General Assembly, Asean has not 
raised the matter with Son Sann. But 
well-placed sources told the REVIEW 
that after the UN show is over Son 
Sann will be firmly asked by his 
Western and Asean backers to 
reinstate the two and maintain 
cohesion of his organisation. 


MAYBE NEXT TIME 

— apan is likely to 
achieve only 84% 
of its target for 
doubling aid 
disbursements 
during the five-year 
poon ending in 

ecember. The 

attempt to double 
the size of the aid 
budget (a separate 
issue from 
disbursements) has also failed, 
though by a narrower margin. 
Despite the failure of the current five- 
year programme, the Foreign 
Ministry's new aid doubling target 


THE WEEK 


AN 
A rebel commander was killed in Pakhtia 
province, his party announced (26 Sept. ). 





Soviet —— Minister Eduard 
Shevardnadze held talks with his Chinese 
— Wu Xueqian in New York (26 

ept.). 


ONG 
Voting for 18 candidates of the Legisla- 
tive Council took place ve Sept.). A final 
line-up of seats for the 150-strong Basic Law 
— Committee was announced (30 
ept.). 


INDIA 

t The Sikh moderate Akali Dal par won 
the state elections in Punjab (25 Sept.). 
Seven minority leaders resigned from the 
Assam state government because of strong 
opposition from militant ethnic Assamese 
student groups campaigning for the eviction 
_ of illegal immigrants (/ Ocr.). 
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covering the years 1986-92 calls for a 
higher annual rate of increase in 
disbursements than the old 
programme. The ministry was able to 
win support from Prime Minister 
Yasuhiro Nakasone for the new target 
only after the cabinet adopted an 
ambitious five-year defence-spending 
plan in mid-September. 


WAR OF WORDS 


Leaflets circulating in military units 
and newspaper offices implicating 
supreme commander Gen. Arthit 
Kamlang-ek and other senior military 
officers in the 9 September abortive 
coup in Thailand are believed to have 
originated from leftist elements 
cashing in on the post-coup tension to 
sow dissent in the armed forces. 
Concerned at the potential damage 
this underground literature could do, 
Arthit has ordered assistant army 
chief of staff Maj.-Gen. Charuey 
Vongsayant to prepare a white paper 
laying out the official version of the 
rebellion. 


TRADING PLACES 


The Malaysian cabinet will shortly 
receive a report suggesting various 
ways the country’s trade 
commissions abroad can be 
upgraded and improved to give better 
service both to intending investors 
and to Malaysian exporters. The 
review has been in preparation since 
Prime Minister Datuk Seri Mahathir 
Mohamad ordered a report on the 
service after becoming displeased 
with some officials posted to 


MALAYSIA 
Malaysia denied a Philippine military re- 
port that its vss had killed 53 people in a 
d helic 


unboat àn opter raid on a remote 
hilippine island (7 Oct. ). 
PAKISTAN 


The government, in a major concession, 


agreed to scrap plans for a National Security 

Council which — said would per- 

hts military influence after martial law is 
ifted (30 Sept. 


PHILIPPINES 

The trial of Gen. Fabian Ver and 25 
others for the murder of Benigno Aquino 
ended after the defence rested its case and 
the prosecution said it had no more witnesses 
to present (26 epid: President Ferdinand 
Marcos appointed his wife, Imelda, as spe- 
cial presidential envoy with the rank of 
foreign minister, a Manila newspaper report- 
ed (28 Sept.). Malaysian troops chasing 
Filipino pirates who raided a town in the 
state of Sabah attacked a southern Philippine 








countries he had visited. The 


à 4 
contents of the report remain closely - 
guarded but are said to reflect such — 
suggestions as making room for 
private businessmen to put in a stint * - 


as trade commissioners. 
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OPEN LINE b 


South Korea has been trading with E 


Vietnam, purchasing anthracite coal - 
and selling manufactured consumer ^ 
goods such as electronics, for several 
years, according to business sources | 
in Seoul. On the South Korean side, 
most of the trade is managed by one ` 
of the country's major trading 
companies, and it is carried out 
directly, rather than through i 
Hongkong as is the case with South. — 
Korea's trade with China, say the 
sources. P 


RAILROADING THE C 


China has recently rejected a 
conciliatory gesture from Vietnam 
designed to reduce tensions along 
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their heavily armed common border. — 


Chinese officials confirm that Hanoi — 


has recently proposed the opening of - 


a rail link across the border, but claim 
to have dismissed the idea due to. — 
Vietnam's continued occupation of 
Cambodia. However, some | 
diplomats view the Chinese “leak” to 
estern officials as a smokescreen to 


cover secret talks they strongly A 


suspect the two are currently - 
conducting on a number of border — . 
issues, possibly linked to the recent 
discovery of a major offshore oilfield 
in Chinese waters. 


island killing 53 people, a military officer im 
the Philippines said Go Sept. ). * 


Opposition MP J. B. Jeyaretnam and his 
Workers Party chairman Wong Hong Toy 
were sentenced to three months imprison- 
ment on fraud charges and were released on 
bail of S$10,000 ( US$4 720) (25 Sept). 


SOUTH KOREA | 
Twenty South Korean students on tris 
for occupying a US Government office ir 
May were expelled from court as they 
chanted anti-government slogans (25 Sept. ).- 


LANKA I 
A force of 150 Tamil separatists blasted a | 


police station in Northern Province killing 
one policeman (30 Sept. ). 


TAIWAN 
The third suspect in the Henry Liu mur- 
der case was arrested in Brazil, a Taiwan 


newspaper reported (25 Sept. ). 
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B Hamish McDonald in Noumea 
r lections held in New Caledonia on 
29 September have etched even 
more sharply than before the divisions 
between the Kanaks — the indigenous 
_ Melanesians seeking independence — 
_and the predominately white immigrant 
| community set on staying with France. 
- Parties opposed to independence in 
. any shape or form — the Rassemble- 
. ment Pour la Caledonie dans la Repub- 
lique (RPCR) and the extreme right- 
wing minority, the National Front — won 
slightly less than 60% of the total vote 
combined. The Kanak Socialist Na- 
tional Liberation Front (FLNKS) won 
28.75%, and the moderate Liberation 
Kanak Socialiste (LKS) 6.45%, giving a 
35.2% pro-independence vote. 

But that does not explain the rejoic- 
ing in Kanak communities — with 
truckloads of young FLNKS supporters 
waving the flag of their self-proclaimed 
mew nation, Kanaky, along country 
highways — nor the sullen mood that 
‘immediately gripped the white commu- 
“nity in Noumea, the capital. 

E e feeling of diehard loyalists was 
- put by the visiting National Front leader 
— Jean-Marie le Pen, who said that a 
"trap" laid by “traitors” in Paris had 
| sprung shut around them. 

- Under the plan announced by 
French Prime Minister Laurent Fabius 
—on25 April, New Caledonia was divided 
' into four regions, for each of which the 
- Jatest elections chose a new assembly. 
| Legislative and executive powers previ- 
ously held in a single territorial assem- 
_ bly are being devolved to these regions 
and enhanced. 
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Noumea’s white settlers feel betrayed by Paris 


Caught in the trap 


up until the elections, most atten- 
tion had focused on the role of the re- 
gional assemblies as the constituents of 
a territorial "congress." Under the 
Fabius plan, it is the responsibility of 
this congress to implement a referen- 
dum on independence for the colony — 
possibly in close “association” with 
France in defence and security — before 
the end of 1987. 

The regional division. seemed de- 
signed to engineer the likelihood of a 
pro-independence congress from New 
Caledonia's well-defined ethnic divi- 
sions. Kanaks make up only 43% of 
the some 145,000 population, while the 
whites (37%) and Pacific islander and 
Asian minorities have linked up consis- 
tently against demands for a new state 
based on Melanesian culture. The op- 
tion of simply handing over power with- 
out an act of self-determination is ruled 
out by the French Constitution. 

The most notable feature of the re- 
gional boundaries is the way they cut off 
the 85,000 residents of Noumea and 
suburbs from “La Brousse" (the bush). 
These urban elements have been 
lumped into the southern region and are 
therefore comparatively under-repre- 
sented in the congress, while the three 
bush regions (which include the bulk of 
the Kanak Lg eee gent — the north, the 
centre, and the Loyalty Islands — are 
weighted up. 

The relevant legislation introduced 
to the national assembly in Paris by the 
socialist government's special minister 
for New Caledonia, Edgard Pisani, ini- 
tially gave the south only 18 places in-a 





43-member congress, even though it 
contains 59% of New Caledonia's popu- 
lation. A strenuous fight by France's 
conservative opposition party, the Ras- 
semblement Pour la Republique (re- 
publicans) led by former prime minister 
Jacques Chirac, forced a lessening of 
this gerrymander. Three extra seats 
were given to the south, giving it 21 out 
of 46 seats in the congress. 

This now appears to have been a dis- 
traction. The congress will indeed have 
a strong anti-independence majority, 
with 25 councillors from the RPCR, 
three from the National Front, and one 
from a tame-cat Melanesian group. The 
FLNKS has 16 seats in the congress and 
the LKS one, but the French settlers 
have been generat appanee to dis- 
cover that the FLNKS has won 
majorities in three of the regional as- 
semblies, including that of the closely 
contested centre region. 


N ew Caledonia’s sole daily news- 
paper, the anti-independence Les 
Nouvelles Caledoniennes, called this 
"the birth of the monster" while RPCR 
leader Jacques Lafleur was sombre: *Pi- 
sani does not know the consequences of 
what he has done." 

As the FLNKS leader, Jean-Marie 
Tjibaou, was quick to point out the re- 
sult blew away charges that the front did 
not represent a majority of Kanaks. The 
regions also assume wide economic 
powers, including responsibility for 
development and education. 

Most crucially, responsibility for 
land reform will also be devolved to the 


INTERVIEW/KANAK LEADER JEAN-MARIE TJIBAOU 


Forward with caution 


ean-Marie Tjibaou, 49, steers New 

Caledonia s Melanesian indepen- 
dence movement along a narrow path 
between over-compliance and confron- 
tation. A Roman Catholic priest until 
gaining release from his vows in 1970 to 
take up politics, Tjibaou directs "the 
Kanak Socialist National Liberation 
Front (FLNKS) from his home at Hien- 
ghene on the Kanak-dominated north- 
east coast, where he spoke with the 
REVIEW's Hamish McDonald about the 
29 September elections and the future: 


What does the FLNKS gain from this 


| election? 


Gaining a majority in the three re- 
gone means that the majority of the 
Kanak pcople is for independence. That 
is most important. It has also made con- 
crete a power. We had [already] ac- 
quired the power to say “no” — nothing 
can be done in Kanaky without our 
agreement — but that did not give us the 
institutional and budgetary means to be 
able to construct. 


Have you accepted independence in as- 
sociation with the French as a final goal? 

No, the final goal for us is indepen- 
dence. We have no position on indepen- 
dence-association, nor on the condi- 
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, regi 
| gion | Metani 
sian cultures come into sharpest con- 


ons, ar i ne 
‘that the Eu 
flict, over alienation of tribal lands by 
white farmers since French settlement 
began in 1853. 
The regional assemblies will now set 
olicy for the Office Fonciere (land re- 
orm office), which since its formation 


` in 1982 has returned, by compulsory ac- 


quisition when necessary, some 100,000 
ha to Kanak tribes. While many white 
landowners have been all too happy to 
lind a buyer with money, the passions 
aroused in some instances were dem- 
onstrated on the night of 23 September 


when a large bomb destroyed the 
' Noumea headquarters of the Office 


will 


Fonciere. 

By contrast the territorial congress 
ave few day-to-day powers. The 
coordination of regional development 
and territory-wide functions, such as 
security, are placed firmly with the resi- 
dent French High Commissioner. 


Moreover, the executive council of the 
congress comprises the congress presi- 
dent and the four regional assembly pre- 
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system. 

The anti-independence parties hope 
to be rescued from their trap by the ex- 
pected victory of Chirac’s republicans in 
the parliamentary elections due in 
France next March. 

Chirac himself encouraged these 
hopes by flying out to join the final week 
of campaigning in New Caledonia. In 
his major speech, Chirac said a republi- 
can government would hold New 
Caledonia’s act of self-determination 
without delay, and then introduce ap- 
propriate new constitutional arrange- 
ments. 

Like Tjibaou of the FLNKS, many 
analysts believe this will not be as easy 
as it sounds. A conservative French 
cabinet would be functioning in awk- 
ward tandem with socialist President 
Francois Mitterrand, 
whose term runs to 1988. By 
then, the new institutions in 
New Caledonia would be 
operating. Almost certain- 
ly, Paris would exhaust the 

atience of South Pacific 
orum states should it try to 
put back the clock. 

At least until the French 
political situation shakes 
down, the FLNKS must 
now be acutely aware of 
the need to control its 
hotheads while the region- 
al assemblies are set up and 

ut to work. The “loyal- 
ists" on the other hand will 
no doubt ensure that any 
clashes between Kanaks 
and isolated "broussards" 
(bush farmers), are played 
up in Paris. 


REVIEW MAP by Frank Tam 


tions for our participation in the re- 
ferendum. Before it is organised we will 
hold a congress of the FLNKS to decide. 


What kind of state do you wish to 
create? 

. Our programme is based on the prin- 
ciple — a rather general one — of no 
exploitation of one man by another. But 
above all, we refer back to our custom- 
ary law. We say you cannot eat a meal if 
the man beside you has nothing. That 
means our patrimony must be shared. 


What of French investments here, such 
as Société le Nickel (SLN)? ` 

All investments will be objects of 
negotiation between the new state and 
France . . . In the case of SLN, it is the 
patrimony of the Kanak nation. We will 
discuss the exploitation of the pat- 





rimony with the shareholders [of SLN] 
to learn over what period we could as- 
sume a greater and greater share. But 
we will respect investors and invest- 
ments because we start from a weak po- 
sition. We don't have enough skills, any 
money. 


How will you go about resolving land 
—— Do you ex most whites 
will accept living in a Melanesian-domi- 
nated state? 

Land will not be a problem... Those 
who accept the claim of our people, we 
will not oppose their working and living 
here. There are many people who are 
not hostile to our demands, but they go 
along with their group, the white group. 
If many others stay on, they will stay. If 
many go, they could create fear among 
themselves. 
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No ruffled 
feathers F 


Umno delegates unite behind 1 
Mahathir at party convention 


By Suhaini Aznam in Kuala Lumpur 1 4 
Malay saying has it that family ` 
unity is like a feather; no matter” 

how badly it is ruffled, its component — 

parts eventually fall back into place. 

The saying is taken to heart by the— 










(Umno), the dominant party in the rul ~ 
ing National Front coalition. 7 
Closing ranks behind its party chief, 
Datuk Seri Mahathir Mohamad, the 
36th Umno annual assembly recently 
reaffirmed support for the prime minis- 
ter, whose popularity and grip on the ` 
National Front has sometimes been in - 
doubt of late. 7 
With the assembly's 1.434 delegates | 
lending their support to his position on — 
— controversial issues which have 
cropped up in the past few months, — 
Mahathir emerged from the conclave 
with a stronger hand to deal with whatis. - 
expected to be a difficult fiscal year 
ahead. The economic slowdown in the — 
region, tensions and rivalries within the: ^ 
front and an increasing probability ` 
of a national election next year are - 
among the challenges facing the prime - 
minister. j 
Umno unity and Malay nationalism 
were the main themes of the throe S | 
convention beginning on 27 September, 
The event was enhanced by the simui 
taneous, ceremonial opening of a 
M$366 million (US$149 million) Umno — 
building —— comprising a 42- - 
storey office block and a convention - 
centre, where the assembly was held. — 
An Umno theme song — Bersatu, — 
Bersetia, Berkhidmat (United, Loyal, of 
Service) — set to a rousing marching | 
tempo and written specifically for the | 
occasion, was sung for the first time. A T 
narration, set to verse, of Umno's birth | 
in 1946 and its struggles since, was 
dramatically recited in the darkened — 
hall as huge portraits of Umno leaders T 
past and present were illuminated in — 
turn. 3 
At the close of the convention, p 
Mahathir led the delegates in reading | 
the “Oath of 29 September," an affir- | 
mation of loyalty to Umno and the | 
Malay struggle. l 
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Meo. beneath the pageantry, t 
consolidation and compromise were 

more quietly achieved. Deputy Prime 
Minister Datuk Musa Hitam quashed | 
rumours of a serious rift between him- 3 
self and Mahathir with his declaration 

that they had "never quarelled" and al- 
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ways “understood each other.” Musa's 
Statement was significant because until 
then, only Mahathir had publicly denied 
the rift (REVIEW, 18 July). 

Musa, who is Umno's deputy presi- 
dent, also frankly confirmed that he was 
getting divorced, explaining that this 
was the reason he was abroad during the 
celebration feast following the Muslim 
fasting month, when Malay leaders 
traditionally hold open house for the 
public. Musa's conspicuous absence this 
year had been viewed by some as 
another sign of a falling out with 
Mahathir. Musa also denied rumours of 
a clandestine marriage and the birth of a 
child by it. 

Mahathir consolidated his position 
when Finance Minister Daim Zainud- 
din's maiden speech as party treasurer 
drew laughter and applause from del- 
egates. Daim is a familiar — for some, 
resented — figure in Mahathir's inner 
circle and owes his meteoric rise in 
Umno and the government directly to 
the prime minister. 

atching Daim’s performance since 
he attained both positions in 1984, poli- 
tical insiders have singled him out as the 
most likely threat to Musa's aspirations 
of succeeding Mahathir. Yet the only 
public hint of factionalism was voiced 
when one delegate warned the party's 
supreme council that it must first arrest 
rivalry at the top if the ranks were to fol- 
low suit. 

Perhaps slightly awed by their well- 
appointed new surroundings, the del- 
egates were uncharacteristically reti- 
cent in their criticisms this year. Obser- 
vers, however, suggested that the 
speakers feared their names would be 
struck off a list of potential election can- 
didates next year if they spoke up too 
vociferously now. 


hus the strongest statements came 

from Mahathir himself. In his key- 
note address, he issued an indirect 
warning to Malaysia's various royal 
houses when he spoke of profiteers 
who involved the traditional rulers in 
business, hoping that the government's 
regard for royalty and the constitutional 
protection the rulers enjoy would ex- 
tend to them. But by blackening the 
good name of the rulers, he warned, the 
profiteers endangered the constitu- 
tional monarchy. 

Mahathirs remarks rekindled 
memories of the "constitutional crisis" 
of 1983, when amendments to the con- 
stitution specifying limitations on the 
powers of the monarchy left Malaysia's 
elected leaders and hereditary rulers in 
.confrontation. Reading between the 
lines, several Malay politicians concur- 
red that Mahathir's warning at the as- 
sembly was directed at the sultans and 
royal families themselves. 

Elsewhere, much of the housekeep- 
ing matters raised reflected a party that 
had outgrown the central leadership's 
constant personal attention. With L3 


16 


million members today, Umno's hierar- 
chy urgently needs streamlining. 

Learning from the power debacle in 
the Malaysian Chinese Association 
(MCA), Umno's senior coalition part- 
ner, the assembly delegates liberally 
amended the party constitution to deter 
money politics and to prevent autocracy 
at various levels. 

But the amendments gave more 
powers to the supreme council in for- 
mulating dos and don'ts for party cam- 
paigns, in settling conflicts at branch 
and division levels, and in its discipli- 
nary functions — allowing it now to sack 
errant committee members at middle 
and lower levels. 

The supreme council itself will ex- 
p from its present 20 members to 25. 

rivately, Umno party workers noted 
that the increase will allow several more 
potential leaders to sit on the much co- 
veted council, thereby temporarily re- 
ducing the intense rivalry. 

Otherwise, the convention under- 
scored  Umno's  middle-of-the-road 


Musa: quashed rumours. 





stance on government. Both Islamic as- 
pirations and pragmatic economics 
were discussed at length. Daim advised 
Umno members to strive to attain the 
stature of the two Ms — not Mahathir- 
Musa, but Malay millionaires. 

Umno's youth wing presented a 
series of resolutions on Islam. One del- 
egate asked that Umno guard against 
the opposition Parti Islam's (Pas) possi- 
ble infiltration of the Muslim Pilgrim 
Savings and Management Authority 
and another asked that Umno branches 
hold more meetings in mosques rather 
than hotels, so that Umno, rather than 
Pas, would develop rapport with the 
rural community. 

Meanwhile, the women's wing of- 
fered its recommendations for the econ- 
omy. Several delegates urged party 


leaders to trim expenses and many com- 
lained of misuse of funds — especially 
or travel abroad "ostensibly as mem- 
bers of trade delegations, but actually to 
lobby the ministers present to approve 
their p projects at home." 
Observers read the remark as a 
thinly veiled criticism of Mahathir's fre- 
quent trips abroad, leading investment 
teams, earning him the title of the 
"most travelled prime minister in 
Asia." Others criticised Umno lead- 
ers for waving the banners of the 
"Buy Malaysian" campaign when their 
own homes were filled with Italian fur- 
nishings and the spoils of various jun- 
kets abroad. 


or the rest, the convention endorsed 

Mahathir's handling of the MCA 
crisis and belaboured the growth of 
money politics in the party. Umno vice- 
president Ghafar Baba admitted that 
one aspirant for power was willing to 
spend as much as M$600,000 in his bid 
for office, proving how high the stakes 
had grown. 

Despite the plush new premises, 
Umno said it is a "village party" with 
regard to its support base. Delegates re- 
quested greater allocation of funds to 
the rural areas "so that when elec- 
tion time comes, our work will be sim- 
ple." 

Predictably, delegates vented their 
spleens on the ap sition Pas, Umno's 
only serious rival tor the Malay-Muslim 
vote. One of Pas' top leaders, Abdul 
Hadi Awang, has said Pas would do 
away with the advantageous position ac- 
corded Malays in the multi-racial coun- 
try — a sensitive subject, which is con- 
stitutionally protected — if it came to 
power (REVIEW, 3 Oct.). 

Mahathir called anyone who bar- 
tered Malay rights for votes a traitor to 
the Malay race. Umno delegates echoed 
him, urging that Hadi be arrested be- 
cause ". . . of what use are laws if we 
don't apply them." 

In a pre-election mood, usually 
marked by amiable generosity, 
Mahathir's tough stance towards wage 
claims by the Congress of Unions of 
Emplovees in the Public and Civil Ser- 
vices (Cuepacs) was surprising. 

Cuepacs had threatened, and sub- 
sequently held, a nationwide protest on 
1 October — during lunch breaks and 
after office hours. Mahathir, who is gen- 
erally unsympathetic to unions, cate- 
gorically declined that he would not 
"negotiate with anyone who held a gun 
to his head." 

The Malay-dominated civil service 
provides Umno with an almost certain 
united voting block, and alienating as 
many as 800,000 potential voters is 
politically risky. 

But Umno has arrived. Flush with 
cash and pride, the party has, to all in- 
tents, once again pulled together. If the 
momentum holds, Mahathir seems to 
have little cause for worry. o 
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to electronic wizardry in Tokyo, 
there's a billion opportunities. 

Banque Indosuez is in 
22 countries throughout Asia 
and the Pacific and we ve been 
therealong time. [n some cases 
for over a century. 

From Karachi to Los Angeles 
from Wellington to Seoul, 
Banque Indosuez can help you 
confront the challenge in the 
Pacific. 

Banque Indosuez, present 
in 65 countries, opens up a 
whole world of opportunities. 


BANQUE INDOSUEZ 


Head office : 96, boulevard Haussm: 908 Pa 


TOKYO: electronic wizardry 
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Everything’ right here in the Philippi 
verything5 right here in the Philippines. 
ith 7,107 tropical islands, it's 
no wonder the Philippines has some of the finest 
beach resorts in the world. If you’d like 
to get away from it all, we'd like to invite you 
to share our warm Filipino hospitality ' 
here in the heart of Asia. 
Wherever you live in the region, you're only 
a few hours away by one of our wide-bodied Airbuses. 
But our home offers pure white sand beaches, 
crystal clear waters, and first-class resorts that are 
a world apart. All at bargain prices. 





There's no better time to see your travel agent or us to 
find out why everything’s 
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right here in the Philippines. Philippine 
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Tapestry of unrest 


Fears linger that the coup season is not yet over 


By Rodney Tasker in Bangkok 


A’ Thai coups go, the 9 September 


putsch was one of the most serious 
in recent history. It was not so much the 
fact that there was an unusual amount of 
shooting by Thai coup standards, leav- 
ing at least five dead, but the 10 hours it 
took to thwart the attempt to seize 
power has sown seeds of doubt in the 
minds .of Thais and Thailand’s for- 
eign friends about political stability 
here. 

Many analysts also have serious 
doubts whether the coup season is over. 
Despite official statements that all has 
returned to normal after the ill-advised 
bid for power by a small group of incon- 
7 caque serving and retired military 
Officers, many observers feel that the af- 
fair depicted only part of a much wider 
tapestry of personal feuds in the mili- 
tary, individual ambitions and, most de- 
pressing of all, naked greed. The fear is 
that these factors have still to play them- 
selves out, and another coup attempt 
cannot be ruled out. 

Among the foreign diplomatic com- 
munity in Bangkok, all eyes are on Thai 
Prime Minister Prem Tinsulanond to 
see how he weathers this latest threat to 
his government's stability. Thailand's 
friends, notably its regional partners in 
Asean, see the soft-spoken, almost shy 
premier as the one constant in a swirling 
sea of changing loyalties in a militar 
leadership of which he was once a lead- 
ing figure, but whose murky politicking 
he has now risen above. 

In the immediate aftermath of the 
coup, there was some debate among 
Prem's advisers over whether he should 
go ahead with his planned trip to the 
current UN General Assembly in New 
York and to Western Europe. Some felt 


- his place should be in Bangkok at least 
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until the smoke had fully cleared. But 
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others, including his close friend 
Foreign Minister Siddhi Savetsila, 
thought he would serve his politically 
wounded country better by going ahead 
with his trip, using it to cap the Foreign 
Ministry’s current campaign to reassure 
the world that despite TV images of 
tanks firing in Bangkok streets, Thai- 
land is by no means a “banana republic” 
and the bedrock of national stability is 
intact. 

Prem himself alluded to this aspect 
of his mission on the eve of his depar- 
ture for his 17-day trip to the US, Bri- 
tain, France and est Germany. 
Speaking on national TV, in the context 
of Thailand’s new role as an elected 
non-permanent member of the UN 
Security Council, he said: “I consider it 
necessary for us to demonstrate our po- 
tential in order to create other coun- 
tries’ confidence in us.” 

However, in many ways it is not so 
much a question of creating confidence 
but rekindling faith in his government's 
ability to override any traditional feel- 
ings in the military that it alone has the 
mandate to call the political shots in 
Thailand. As one diplomat from a 
friendly country commented: “Up until 
the time of this last coup, there were few 
doubts about Bangkok’s political stabil- 
ity. Now this has been set back.” 


Tu Asean partners have not 
displayed any undue alarm about 
the post-coup political situation in 
Bangkok, tending to look at it in the 

rspective of the many coups which 

angkok has experienced in the past, 
and which have not seriously damaged 
the country's fabric. But at the same 
time they consider political calm in 
Thailand, as the frontline state facing 
their diplomatic adversaries in com- 
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munist Indochina, essential to the 
group's credibility. There is a 
serious concern in the Asean capit 
about the continuing political and eco- 
nomic malaise in the Philippines, but 
any internal threat to Thailand's stabil- 
M would be cause for even greater 
alarm 


Some foreign observers arc also dis- 
mayed by the fact that given its status as 
a frontline state, the Thai military 
leadership should appear to be obsessed — 
with politicking id petty rivalry amo 
themselves instead of devoting all their - 
attention to the external threat on the 
country's eastern borders with Cam- 
bodia and Laos. Some of Thailand's — 
friends, including the US, have already — 
expressed their private concern that the 
Thai armed forces are not fully cons 
scious of the potential danger on th 
Cambodian border posts by a Vietname 
ese army frustrated in its campaign to 
eliminate the Khmer resistance 

The US is in a position similar to that 
of the Asean countries, valuing the spe- 
cial friendship it enjoys with the strate- — 
gically placed Southeast Asian country; 
Diplomatic observers noted that when 
Prem interrupted his visit to Indonesia 
to fly back to Thailand on the day of the ` 
coup, US Ambassador to Jakarta John | 
Holdridge was at the airport to see him 
off. And when Prem arrived 
Bangkok, new US Ambassador to Thai- 
land William Brown was the only am- 
bassador who came to the airport to ` 
greet him. S 

On the day of the coup, Thai Foreign 
Ministry chief spokesman Sawanit 
Kongsiri went on the air, speaking in 
English, to dispel worries among the 
foreign community about the effects of - 
the coup. He said it would not d ze 
Bangkok's foreign investment, tourism 
and commerce climate. But diplomats 
are not so sure. 


W hile there may be adverse economie 
fallout from the coup, it is the sear 
which has been left on apparently prom- 
ising, cautious progress towards a civi- 
lian-led democracy in Thailand after” 
years of direct and indirect political 
domination by the military which has 
caused more fundamental concern from 
all quarters. 

ne leading Thai academic de- 
scribed the deep feeling of depression 
which the coup had left him. Unlike 
most previous coups, when militar 
power games were more or less ac 
cepted as a part of life, this one had put ^ 
the clock back to darker times, and had 
highlighted the political irresponsibility 
prevalent in certain military quarters. “I 
am very embarrassed about my coun- 
trys image," he said. “And it also 
makes me pessimistic about the im- 
mediate political future." Prem, almost 
single-handed at this hour, faces a 
hazardous task dispelling such depres- 
sion and shoring up his country's image 


to its immediate pre-coup level o 
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SOUTH KOREA 


Hello and farewell 


Families, long divided, are reunited for just two hours 


By Paul Ensor in Seoul 


J thick curtain of distrust, which 
has divided the Korean peninsula 
since the end of the Korean War (1950- 
53), opened a crack on 21 September to 
allow an unprecedented exchange of 
visits by civilians from each side to meet 
relatives they had not seen or heard 
from since they found themselves on op- 
posite sides of the conflict a generation 
ago. 

à After months of negotiations, suc- 
cess was the most striking feature of the 
reunions, conducted by the Red Cross 
organisations of the two fiercely an- 
tagonistic governments in Pyongyang 
and Seoul. Family members were tear- 
fully reunited in painfully brief meet- 
ings, and then returned home after visits 
which were marred by no major inci- 
dent. 

Of the 100 members of separated 
families who travelled across the border 
to meet their relatives, 65 were reunited 
in the two hours their Red Cross organi- 
sations had agreed to. In Seoul, the 
families met under the glare of TV lights 
and cameramen's flash guns in a hotel 
outside the centre of town. Oh Chang 
Gun, an 80-year-old resident of Seoul, 
wept as his son Oh Sok Hwan, aged 60, 
who had come down from the North, 
embraced him. “This must be a dream, 
this must be a dream," the elder Oh 
said. In the short time available, 
families brought each other up-to-date 
and wept at sometimes decades-old 
news of the death of close kin. 

For some the meeting was more than 
they could cope with after so many years 
of ignorance of their relatives and misin- 
formation concerning life on the other 
side. Northerner Hong Yon Gu kept a 
severe distance from his excited elder 
brothers during the meeting, coolly 
mentioning his position in the Korean 
Workers' Party. Two days later, sitting 
on the bus which would take him back to 
the truce village of Panmunjom from 
where he wouid return to the North, 
Hong suddenly changed, his hands des- 
perately pushing on the glass window, 
trying to touch those of his weeping 
brothers outside. 

TV viewers in the South watched this 
reminder of the wrenching division of 
Korea, which has left an estimated 10 
million families divided and completely 
unable to communicate with each other 
or even know of the survival of family 
members on the other side. TV crews 
accompanying the visitors to Pyongyang 
covered the activities there and gave a 
rare view of life in the North. Although 
it was under the guidance of Northern 
officials, camera crews were able to 
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Reunion in Seoul: brief encounters. 


walk through the streets of the city, and 
interview people they met. Officials 
stood behind the people interviewed bv 
the South's newsmen, monitoring their 
responses. Southern newsmen fre- 

uently asked their views on religion — 
the Northerners either did not under- 
stand the question or replied they had 
no need for it. 


y gea performances which entertain- 
ers on each side put on for audiences 
from the other, were predominantly 
based on folk-art themes. In Seoul, 
carefully selected audiences watched 
the 90-minute show of seemingly 
apolitical traditional dancing and song 
from the North, applauding each act 
with restraint. The female announcer 
for the Northern troupe was greeted 
with chuckles because of her old- 
fashioned style of delivery, and when 
the show was finished, the audience had 
to return their programmes before leav- 
ing. 

The highlights of the show were 
shown on TV and press reviews predict- 
ably criticised it as lacking the “true 
spirit of the Korean people” and overly 
influenced by Soviet and Chinese 
dance. The South’s show was divided 
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into two: traditional and modern. The 
Northern audience was reportedly sur- 
prised by the modern section's *deca- 
dent" Western influences and dis- 
pleased by the backdrop to the final 
song which was a photograph of the 
Seoul Olympic facilities. 

In addition to the family meetings, 
the North Korean visitors 
were taken to an amusement 
park and an art museum out- 
side Seoul, and some select- 
ed sites in the capital. The 
organisers on the two sides 
argued over some of the finer 
points of procedure — for 
example, the family meet- 
ings in Pyongyang were held 
in private rooms rather than 
publicly as they were in 
Seoul. Due to these differ- 
ences, spokesmen for the 
Red Cross organisations of 
both sides traded accusa- 
tions of "insincerity" in the 
handling of the meetings, 
but the accusations seemed 
more token than a sign of a 
major argument. Regarding 
future visits, president of 
South Korea's National Red 
Cross Kim Sang Hyup said in 
a press conference in Seoul 
he hoped for more meetings 
in the future, but went no 
further. 

Talks on possible écono- 
mic cooperation between the 
two sides stalled during 
a closed meeting between 
representatives of the two 
sides at Panmunjom two 
days before the Red Cross 
exchange took place. In the fourth ses- 
sion of talks regarding possible eco- 
nomic contact, delegates were unable 
to settle their differences regarding 
the proposed formation of a joint com- 
mittee to deal with bilateral economic 
issues. 

After the talks, the South's chief del- 
egate, Kim Kihwan, said that the North 
was trying to siow the talks by avoiding 
settlement of outstanding differences by 
assigning them to lower-level meetings 
while primarily concerning themselves 
with the formation of a joint committee. 
He also pointed out that the North hàs 
consistently avoided the South's offer to 
purchase 300,000 tons of anthracite coal 
as an opening gesture. Both Kim and his 
Northern counterpart Li Sung Rok said 
in separate press conferences that the 
proposals each brought to the meeting 
were noticeably closer than they had 
been before. The meeting adjourned 
and both sides agreed to meet again on 
20 November. 

Talks between parliamentary dele- 
gations from each side the following 
week were stalled over similar disagree- 
ments over procedural matters. The two 
sides agreed to meet again without set- 
ting a date. u 
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If theres a formula for suc- 
cess in the financial community, it 
surely has something to do with the 













T4" flow rate of information 
FONT iff The faster word of the deal goes 
if / out, the faster the response. | 
h In our business-financial printing-the 


i 
Qi, word goes out in a "red herring, a prospectus 
qw. written to tell a financial story in full, printed with 
/ total accuracy, and distributed with all possible speed. 
.” But just how fast is that? 

We're working on a new system of measure. It’s 
an on-going project. Back in 1973, we taught computers our 
trade. And computers did for us what they've done for many- 
| dramatically increased our speed. Then we extended our lines of 
— communication across the Atlantic to London and the financial centers 
j / of Europe. 

AU] Now, we're pleased to announce links with Asia, the Far East, 
and Australia. Today, with new generation technology, we can deliver an entire 
job to almost any major financial center in the world in a matter of minutes. 

In the race of the red herring, we intend to see the winners all 


wearing one color. Pandick Blue. 






@PANDICK, Inc. 


345 Hudson Street. New York, N.Y. 10014 





Full-service offices and plant affiliations in financial centers throughout North America and the world 
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By S. Kamaluddin in Dhaka 


"I*he authorities at Bangladesh's prem- 
— M ier educational institution, Dhaka 
University, have enlisted the help of the 
— police in an effort to rid the campus of il- 
- legal weapons held by members of vari- 
Ous student bodies. The university's 
= vice-chancellor Prof. Shamsul Huq re- 
quested the government's help on 8 
_ Sep mber and discussed the situation 
with Bangladesh President H. M. Er- 
Shad the following day. Ershad en- 
_ dorsed the vice-chancellor's decision, 
even though the student group favoured 
by the government is believed to have 
the edge over its rivals on campus in 
t E. of numbers of arms under its con- 
- uw. 

- Three days later, in the early hours 
- of the morning of 12 September, 2,500 
- policemen accompanied by a group of 
university teachers undertook a mas- 
'sive, five-hour-long raid on three of the 
- M large student dormitories, which 
each accommodates about 500-600 
men. Their haul was disappointing: 
| none of the known or wanted hoodlums 
_ was found, nor any of the sophisticated 
-] weapons which they are thought to pos- 
sess. But the police did recover some 
| hatchets, knives, swords, iron rods, 
| bomb-making materials, a toy pistol 
| and a home-made pipe gun. They also 
| arrested 29 non-student residents. 

| . Some students and teachers later 
| complained that the armed elements 
| had prior warning of the raid, as some 
-] were reported to have been seen leaving 
| with their briefcases from the residen- 
| tial halls on the evening before. But 
- even if that proves to be the case, the 
_ raid has been welcomed because it dem- 
onstrated the vice-chancellor's willing- 


ole 
‘ 


‘ness to allow police on to the campus to 


— deal with the worsening problem of law- 
— lessness, and it has also prodded the ad- 
| ministrators of the dormitories into en- 
‘| forcing some forgotten rules and trying 
| to restore order. 
| Politics and violence have prolifer- 
ated on the Dhaka University campus 
with the benign support of the various 
parties in power ever since Bangladesh 
- came into being 14 years ago. Critics say 
that this has degraded the once-pre- 
stigious institution into a free-for-all 
_ playground for armed thugs belonging 
to the various student groups contend- 
ing for supremacy. 
Traditionally, Dhaka University stu- 
dents have led and dominated national 
litics. This was the case during the 
engali language movement of 1952 
(opposing a decision by the Pakistani 
leadership to impose Urdu as the only 
state language), and the first major anti- 
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School for scandal 


a takes steps to de-militarise its university 


military confrontation in 1962, the na- 
tional upsurge of 1969 and the massive 
non-cooperation movement prior to the 
Pakistani Army crackdown in March 
1971. However, no single political party 
or student group was allowed to rule 
supreme and the consensus among them 
made the campus a powerful force in 
politics. 

With the coming to power of the 
Awami League early in 1972, its student 
wing established its supremacy under 
the leadership of Sheikh Kamal, the el- 
dest son of the country’s first ruler, 
Sheikh Mujibur Rahman. Established 
procedures governing admission to 
faculties and the allocation of places in 
the student dormitories fell into disuse. 
Armed heavies loyal to the party in con- 





trol of the campus would install them- 
selves in the dormitories with impunity 
and all respect for discipline and the 
rules disappeared. The university ad- 
ministration — from the vice-chancellor 
down to the dormitory administrators 
— looked on silently, while some 
teachers even provided encourage- 
ment. 


ed on the campus despite changes 

overnment in 1975, 1981 and 1982 
and in the university’s own administra- 
tion. The hoodlums — who were sought 
on numerous criminal charges —simply 
switched their loyalty to the new party 
in power, perhaps on the premise that 
whoever controls the Dhaka University 
controls the country’s politics. 

“Politics,” professor of political 
science Dr B. K. Jahangir told the 
REVIEW, “of course is a must, but not 


Te state of affairs remained unchang- 
of 


; ‘the kind that 
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used the erosion of 
values in the university." Jahangir is 
deeply concerned about the state of af- 
fairs within the campus and the gradual 
break-down of discipline but he believes 
that no government alone can he held 
responsible for this. Others, too, should 
share the blame, he said. 

Meanwhile, in addition to the vear 
lost during the independence war, three 
other academic years have been lost due 
to political upheavals, strikes and clo- 
sures of the university by the successive 
governments. As a result, a young uni- 
versity teacher told the REVIEW, she 
only graduated in 1981 though she had 
been due to complete her course by 
1978. According to the vice-chancellor a 
whole academic year has been lost due 
to the frequent strikes and closures dur- 
ing the past three years alone. 

Each year, about 2,000 students 
graduate from Dhaka University; last 
year about 3,500 undergraduates were 
enrolled in the first-year honours course 
while a further 1,500 were taken in for 
post-graduate studies. The existing 
number of students at that stage was al- 
ready about 16,000 and a further 15,000 
students are likely to seek admission in 
October. 

The university's authorities cannot 
— accommodate any more stu- 
dents this year unless it decides tò start 
two first-year syllabuses at the: same 
time — last year's intake only af 
their first lecture as recently as 
tember. This may not be possil 
cording to a senior teacher at the'univer- 
sity, because the necessary infrastruc- 
tural facilities are lacking. 

Because of the lost academic years, 
the maximum job-entry age for govern- 
ment service was raised from 25 to 27 in 
the early 1970s and the students are ask- 
ing the government to raise it still 
further to 30. Normally it takes two to 
three years for an average university 
graduate to find a suitable job. There 
are no reliable statistics on the number 
of Dhaka University degree-holders en- 
tering employment each year but edu- 
cated unemployment is rising fast. 

The social cost of running educa- 
tional institutions like the university at 
Dhaka is tremendous. According to a 
recent survey, the government spends 
over Taka 350,000 (US$12,027) on each 
student that is fortunate enough to com- 
plete his university education. This does 
not, of course, include the additional 
cost incurred for those needing an extra 
three years to complete the courses. 

Dhaka University is perhaps the 
cheapest institution for higher educa- 
tion anywhere. It is a residential univer- 
sity and about 7,500 students are pro- 
vided with accommodation. They pay 
only Taka 3.5 a month rent and Taka 3.5 
for each meal. Monthly tuition fees. are 
only Taka 12 and half of the students re- 
ceive various categories of scholarshi 
and are exempt from tuition fees. The 
overall level of subsidy is very high. D 
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Mannesmann Demag, 
your partner with expe- 
rience in all matters of 
mechanical engineering 
and plant construction. 
With a broad financial 
base, world-wide sales 
network and a future- 
oriented research and 
development programme 
for new products. 
Mannesmann Demag AG 


Postfach 100141, D-4100 Duisburg? 
Fed Hep of Germanv 


Machinery, 
F lant 
and Systems 
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Rolling Mills 


Rolling mills for beams, sections 
and wire rod; strip and sheet 
milis, strip processing lines. 








Process Compressors - 

Centriftugal compressors and 
positive displacement d 
machines for air and technical | 
gases 


Pipe Making 

Plant and machinery for the 
production of seamless and 
welded tubes and pipes. 
Hydraulic presses. 


Metallurgical Plant 
Integrated plant, blast furnaces, 
steel mills, continuous casters, 
electrometallurgical plant. 
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Systems Engineering 
Warehouse engineering, ware- 
housing systems, handling and 
distribution systems, integrated 
materials handling systems. 


"dius 


Pneumatic Systems 


Compressors, pneumatic tools, 
equipment and components 
for the building trade and 
industry in general. 


Cranes and 

Lifting Appliances 
Serial lifting equipment, crane 
components, cranes, electric 
suspension track systems. 


Industrial Drives 
Electric drives, 
control systems. 





Mining Equipment 
Shaft winding equipment, 
tunnelling machines, shaft 
drills, raise cutter heads, 
compressed air motors. 


Equipment 
"Hydraulic excavators up to 21 m? 
bucket capacity, mobile cranes 
up to 1600 t, road finishers up 
.t012.5 m paving | width. ; 
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Plastics Machinery 
Machinery and complete NT 
systems for injection moulding. - 





Open-cast mining 
and bulk handling 


Bucket wheel excavators, 


stackers, reciaimers, belt 
conveyor systems, ship 
loaders and unloaders 
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>sponsibl 


he media, like individuals or groups 
of individuals, is an actor within a 
iman community. In the modern 


edia that it has often been called the 
irth Estate. In many countries, it has 
ome a powerful force in society, so 
ful, in fact; that kings and presi- 
bow and scrape before it. 
t is the proper place of the pow- 
edia within human society? How 
Id it operate? What should be its re- 
onship to the rest of the society and 
e governmental structure in socie- 
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‘What is considered legitimate, pro- 











tem, country to country and, of course, 
from time to time. Even the media 
practitioners themselves cannot agree 
these items at any. given time. It is 









































he first might be called the au- 
ioritarian model, the second the com- 
unist model, the third the libertarian 
iode! and the fourth the social-respon- 
sibility model. 
. Each tradition has its particular set 
assumptions and arguments about 
n, the role of the state, the position 
of the individual and his place within the 
mmunity, and the way the media 
jould function within society. None 
completely without virtue, not even 
communist model. But none are 
ut flaws of logic or relevance or 
acy — not even the libertarian 
hat so many in the Third World, 
€. to break the. shackles of 
gical and intellectual. neo-col- 

nthusiasm. | 


ed | 
newisasimple one. First, it is es- 
p to each country to choose 
what is the proper system to 

























































































































racy or communism cannot be 
ccessfully transplanted unless the soil 
ht and the climate accommodating, 
can any particular media model. 
"hectoring and the lecturing from 
ous and the powerful will not stop. 
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its convictions. — . 
ond, the proper, appropriate sys- 


| press 


orld, however, such is the power of the | 


per andimoral varies from system to sys- | 


metimes aspire to with such | 


r the proper tradition to follow. | 


. government so that the government can 












each society must have the courage . 


must depend on the objective con- | | 
n of a society, its aspirations and - 

age of development. It will vary with. 
and place. I have no negative as- |. 
nts about the curbing of press | | 
m in Britain and the US through || 


the introduction of censorship during 
World Wars I and H, though I do be- 
lieve that it is important to remind some 
of the more fervent but blind preachers 
what they did when the necessary had to 
be done. 

If man, however virtuous, is even- 
tually and invariably reduced to the 
level of his circumstance, so too is the 
mass media. It ought to be plain to the 
American inventors of the "clear and 
present danger" doctrine that there are 
many societies today that are under 
severe stress, that function under a con- 
dition of clear and present danger, that 
have no choice but to do what needs to 
be done. 


Le me not be misunderstood. I am no 
apologist for unnecessary repres- 
sion, for the iron fist, for au— 
thoritarianism and for the abuse of gov- 
ernmentai power. I ama firm believer in 
the bie freedom consonant with the 
vital interests of society. But there is no 
moral virtue in the comfortable afflict- 
ing the afflicted, in taking a holier-than- 
thou attitude. 

Having said all this, and fully aware 
of its own deficiencies and dangers, let 
me state thirdly that for most countries 
most of the time the morally proper 
choice is the  social-responsibility 
model. Just as democracy is not a per- 
fect system for the governance of man, 
simply the best of all forms so far in- 
vented by man for his governance, the 
doctrine of social responsibility, with all 
its imperfections, is the best of all forms 
invented for the guidance ofthe practice 


of press freedom. The others are simply - 


much worse. 


Let. me start off with the easiest 


models to demolish, the authoritarian 
and the communist models. The au- 
thoritarian model is historically the old- 
est. For centuries in the history of man, 
it was regarded as fully legitimate, 
moral and proper. Its basic tenet is that 
the media is the servant of the govern- 
ment. Full stop. 

Under the authoritarian model, the 
media should support the policies of the 





achieve its objectives. In the histon 
the West, much of the media was al- 
lowed to remain in the hands of the pri- 
vate sector. But the media had to be 
controlled — through the granting of 
licences or patents, through direct gov- 
ernmental censorship, through prosecu- 
tion before the courts, through control 
of raw materials and through special 
taxes on media profit. 

In the course of time, other methods 
have been added: state participation in 
media ownership, state selection of 
editors and even journalists, the licens- 
ing of media practitioners and, of 
course, carefully edited official press re- 
leases. Journalists are put on a secret 
payroll. Editors are alternately 
threatened with. prosecution or seduced 
by favours. ©. —- x n yy C71. 

Unlike under the communist model, 
the media was often not required to con- 
form completely to the principles and 
policies of the ruling government, Ab- 
sence of criticism often was enough. 

There are many similarities between 
the communist model and the authorita- 
rian model — the first, the most wide- 
spread today from the point of view of 
sheer population reach, and the second, 
the most pervasive system from the 
point of view of the number of countries 
practising it. Both the authoritarian and 
the communist models believe that the 
mass media is.a servant of the state. 
Both assert à monopoly of wisdom by 
those in authority: ZEE e 





H the communist model 
requires the mass media to be more 
active, positive tools for the use of gov- 
ernment or the party for the achieve- 
ment of societal goals. Communist sys- 
tems demand more than just non-ob- 
struction and non-criticism and a little 
help now and then from media prac- 
titioners. The media must be constantly 
active propagandists, agitators and or- 


.ganisers of public opinion. The com- 


munist model requires state monopoly 
of all the means of mass communica- 
tion. | $ »i d 

. Under the communist. model, be- 
cause there can only be one truth — the 
truth as defined by the party — the 
media must work assiduously to mould 
opinion to ensure a oneness of percep- 
tion and thought. Secondly, it is the task 
of the mass media to be an instrument of 
revelation rather than information per 
se. News is not the latest events under 
the communist model, it is only a means 








of interpreting contemporary. social 















xf the authoritarian 
; are too. evi- 
lengthy exercise in 
is that the state and 
t, society and its leaders 










dent to require 
criticism. The f 












































^ | imperfections, is the best of 


needs and development of society, is the 


" and productively the best, in theory as 
"well as in practice? | 


man is a rational animal, the individual 
is king and society is his subordinate. 


J. vidual are the ultimate goals of man, so- 
“ciety and state. Libertarian theory 
‘states that man is a supremely rational 
animal with an insatiable 
= trath. The only method by which truth 
can be grasped is by the free competi- 
tion of opinion in the open marketplace 
| "ef ideas. M E 
 — "To be fair, the libertarian: theorists 


formation reaching the people would be 


would be telling and spreading lies as 
well as truths. However, it was up to the 


case for the freest expression of opin- 





tate that abuses of 
: power are likely to be greatest, 
ironically it is essentially in the au- 
thoritarian and the communist states 
that morality 











group of states — is to be dynamic 
rather than to decay, to develop rather 
than to stagnate, there must be a mini- 
mum level of informational diversity 
and debate. 

If the authoritarian and communist 
models or traditions are ethnically im- 
proper and counter-productive of the 
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6 The doctrine of social 
-- responsibility, with all its 


_ | all forms invented for the 
. guidance of the practice of 
press freedom. 9 
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libertarian model the one that is morally 


The libertarian. model assumes that 


The rights and fulfilment of the. indi- 


esire for 


concede that in a free-for-all, much in- 
false and some deliberately so. People 
people, not the state, to decide what is 
true and what is false. - 

John Stuart Mill made a strong 


ion. First, he argued, if an opinion IS 


silenced, we will never know if we are 
in fact silencing the truth. Second, a 
"wrong. opinion can contain part of a 
truth necessary for discovering the 
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vitality and its effect on conduct and 
character. is 


is the idea that it is the duty of the press 
to prevent government from overstep- 
ping its bounds. In the words of the US 
president Thomas Jefferson, it must 


provide a check on government which || 





no other institution can provide. Unfor 
tunately or otherwise, the libertarians 
do not say who is to watch the watch- 
dog. © : 


Fae are many things wrong with the 
l libertarian model. First, it must be 
quite clear that man is as much an irra- 
tional animal as a rational one. It may 
sound patronising but it is true: the dis- 
cerning of truth from untruth is a most 
difficult task for the ordinary man. Even 
the wisest of men have often consis- 
tently been led up the garden path. The 
idea that man spends most of his time, 
much of his time or even some of his 
time in the relentless search for truth is 
absolute and silly nonsense. 

Second, is it right that truth, the 
whole truth and nothing but the truth, 
must always be told, at all times? Every 
society known to man in every era of 
mari has distinguished between the lie 
and the white lie. History is littered with 
examples where it was justified not to 
tell the truth, the whole truth and no- 
thing but the truth. —. | 

hird, the libertarian model in its un- 
remitting advocacy of the adversarial 
role may be justified in the case of an au- 
thoritarian or communist or evil govern- 


ment. Is it as essential in the case of a 


democratic government, a libertarian 
government, a good government? The 
basic assumption that government must 
always.be corrupt and evil is also abso- 
lute arid silly nonsense. ig 
Fourth, if it is assumed that power 
tends to corrupt and absolute power 
tends. to corrupt absolutely, by what 


| magical formula is the media itself, with 


all its awesome power, exempt from this 
inexorable tendency? Is power the only 
causé of corruption? Freedom too can 


corrupt and absolute freedom can cor- 


rupt absolutely. 


Fifth, the libertarian assumption 


of a free. marketplace of ideas where 


there is a multiplicity of voices, where - 


each individual has a chance to have his 


say, can exist only in the realm of. 


theory. In practice, say in the West, 


of views on the Arabs, for example? For 


decades, the multiplicity of voices have | 





tacked from time to time, it loses its - 





since when has there been a multiplicity | 
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all said the same thing about the Arabs. 
, At no time in history and in no coun- 
try has the ideal been actualised. Some 
men have a greater ability to express 
their views than others. How many 
members of the public have access to 
the means of mass communication? In- 
deed even presidents and prime minis- 
ters are denied the right to defend them- 
selves from insinuations by mass-circu- 
lation publications. 
Is freedom of the press often no 
more than the right of one man, the 
editor, and several men, the sub-editors 
and journalists, to express his or their 
views and prejudices? Since when has 
the American editor of a Mid-Western 
weekly magazine had a say equal to the 
- American editor of a national 
. magazine? How many American cities 
can today boast of more than one news- 
. r? 
F P rhe concentration of media even in 
‘the US, the haven of the libertarian 
“model, has concentrated power in the 
hands of a select few. It is clear that the 
libertarian theorists have never faced 
— squarely the problem of financial wealth 
: and economic support of the mass 
| 






media and the fact of the silent major- 
ity. For those whose voice will never be 
- heard, freedom of the press does not 
- exist. They are denied the same right of 
- expression as is denied by a govern- 
_ ment-controlled press. 
— — Sixth, the libertarian model is based 
- en the child-like assumption that the 
—media will generally, if not always, 
- adhere to ethical practices and aspire to 
- the public good. William Peter Hamil- 
- ton, once publisher of the powerful Wall 
Street Journal, is on record as saying: *A 
newspaper is a private enterprise owing 
_ nothing whatsoever to the public, which 
| Grants it no franchise. It is therefore af- 
ected with no public interest. It is em- 
phatically the property of the owner, 
who is selling a manufactured product at 
his own risk.” 

Not many respected publishers 

_ today will openly say this or mean it. 
But there are hordes of media owners 

_and practitioners whose sense of re- 

— — to the public good is, to say 

the least, somewhat limited. 

How many truth-seeking news- 

_ papers and TV stations will go into print 
or on the air with scattered bits of infor- 
mation in the knowledge that they are 
not in possession of the facts, still less all 
the facts, simply to beat their com- 
petitors? And for what? For the good of 
the individual, man and society? 

The press is not an institution 
created in heaven, naturally bestowed 
with virtue. It is not the unique kingdom 
of the virtuous. It is made up of and run 
by men who are moved, like other men, 
not only by high ideals, but also by base 
needs and feelings. 

The ability of the journalist to influ- 
ence the course of events is out of all 
proportion to his individual right as a 
citizen of a democratic society. He is 
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neither especially chosen for his moral | 


superiority nor elected to his post. A 
free pres is aS prone to corruption as 
are the other institutions in a democ- 
racy. Is this then to be the only institu- 
tion in a democracy to be completely 


unfettered? 
Ox can go on and on. But let me 
rest by citing one last basic flaw of 
the libertarian model: its assumption of 
societal stability. For a society pre- 
cariously balanced on the razor's edge, 
and I would say that Malaysia is in this 
position, where one false or even true 
word can lead to calamity, it is criminal 
irresponsibility to allow for that one 
word to be uttered. It is my view that re- 
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Mahathir: choosing the best model. 


6 Freedom too can corrupt 
and absolute freedom can 
corrupt absolutely. ? 





p of circumstance or time, the 
est model is the social-responsibility 
model. 

Its basic assertions are simple. The 
individual has rights. So too does socie- 
ty. Whereas the authoritarian and the 
communist will boldly say that the rights 
Of society must take precedence over 
the rights of the individual, and the 
libertarian will take the equally rigid 
view that the rights of the indivi- 
dual must override that of society, I be- 
lieve that it is a question of qualitative- 
ly and quantitatively balancing the two 
rights. 

Who is to decide on the balancing of 
the two rights? In a democratic state 
with a democratically elected govern- 
ment, it is the task of the democratically 
elected government. 

Under the social-responsibility sys- 
tem, the media does have an important 
role to play and must be allowed much 
leeway to play this role, including to 
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me to quote: 

“By and large, the role of the press in 
ensuring good democratic practices, 
and hence sustaining democracy itself, 
is not only right but also truly indispens- 
able. It is indeed a means of communi- 
cation between a democratic govern- 
ment and the people. Through it, not 
only will the people be kept informed of 
all that the government and its leaders 
are doing, but the leaders too will learn 
of the attitudes, needs and problems of 
the people. A responsible democratic 

overnment must accordingly regne a 
ree press as an assset which facilitates 
good government.” 

There are no two ways about it. The 
media must be given freedom. But this 
freedom must be exercised with respon- 
sibility. It must be given the freedom to 
express opinion freely, even the right to 
be wrong. But it must do so without pre- 
judice and without malice. Just as in a 
democratic society, no person or institu- 
tion has a right to destroy society or to 
destroy democracy, the media too has 
no such right. An irresponsible press is a 
negation of the right of the people in a 
democratic society. 

So long as the press is conscious of it- 
self being a potential threat to democ- 
racy and conscientiously limits the exer- 
cise of its rights, it should be allowed to 
function without government inter- 
ference. But when the press obvious- 
ly abuses its rights, then democratic 
governments have a duty to put it 
right. 

In representing the inevitably 
selected views of various groups of peo- 
ple and in pressing its own views in pur- 
suit of its perceptions of the public 
good, on those occasions when it is in- 
volved in the pursuit of the public good, 
the media must act with the humility 
that it demands of those in power. 

Just as it is right in saying that a gov- 
ernment has no monopoly on construc- 
tiveness and wisdom, the media must 
recognise that it too has no monopoly 
on constructiveness and wisdom. Just as 
the public servant must be prepared to 
accept criticism, so too must the media 
be prepared to accept criticism. Just as 
government is not above the law, the 
media too is not above the law. It simply 
will not do if a public servant is subject 
to the laws on state secrets but in the 
name of freedom others are not. 

Just as the media is not to be made 
subservient to the executive, the legisla- 
ture and the judiciary, in the same way 
and to the same extent the executive, 
the legislature and the judiciary are not 
to be made subservient to the media. 
Just as the government cannot be al- 
lowed to have the freedom to do exactly 
as it pleases in society, so too the media 
cannot be allowed to do exactly as it 
pleases in society. 

Now let us see how this little speech 
of mine is treated by the media. ü 
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MORE LOCATIONS. 
FEWER 


DISLOCATIONS. 











Success in international business has a lot to do with problems-and can supply solutions 
having the right connections Delayed payments become an occasional rarity, rather 
And very few banks indeed can offer you as many as than a constant headache 
Standard Chartered. International cash management that enables you t 
As one of Britain's largest banks, and specialists in inter- funds more efficiently becomes a reality, rather than a 
national business, we have over 2000 branches in more than objective. 
60 countries. All linked by common systems and the latest in And whether you need a more competitive foreig 
telecommunications technology. And all staffed by peopleto exchange dealing service, better-tailored trade finance. o 
whom international trade is a way of life more productive advice and introductions around the 
The result is that when you deal with Standard world, you'll find the service you want under one root 


Chartered, you deal with people who understand your Ours. 


Standard £z Chartered 


Direct Tte m 


Standard Chartered Bank Head Office: 10 Clements Lane, London EC4N 7AB 











CF6-50C 
66 Flight Test 





Whether you’re calling on every 
last pound of thrust to lift a 165-met- 
ric-ton jetliner off the ground, or trying 
to forecast the life cycle cost of its uns sc MD 
engines, promises indeed do count. COMPARISON ` 

Airlines have universally discov- 35,000 ft., 0.8 mach 
ered they can count on the promises that 
go with a General Electric power plant. 


Our current CF6-50 engine, for Installed Net Thrust 


GE delivers on another promise. Certification testing on the A300-600 
verifies a 13.6% improvement in fuel efficiency, exactly as promised. 








ver. 





e A registered trademark o! General Electric Company U.S.A 
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example, has met every single promise ^ efficiency was a 13.6% improvement 


ever made, or beaten it. And that over the initial flight test performance 
includes thrust, fuel consumption, of the CF6-50C. The actual number 
maintenance cost, reliability. proved out at 13.6%. 

Our newest CF6-80C2 engine, We believe this kind of perform- 
now undergoing certification on the ance is the inevitable result of an 
A300-600, had a promised thrust of attitude: Promises should not be just a 
59,000 pounds. On its very first test, matter of good intentions. Promises are 


it hit 62,600 pounds. Its promised fuel meant to be commitments. 
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The only four-wheel drive bind 
with four World Championships. 
Audi quattro. | 





Countless rally victories and four 
World Championship titles have 
made Audi and its quattro drive 
system world famous. And pro- 
vided a wealth of invaluable ex- 
perience which is now incorpo- 
rated in the entire Audi quattro 
range. A range based on the 
principles behind the World 
Champion. A range, in fact, with 
the unique permanent four-wheel 


drive system - the new drive 
technology, made in Germany 
Unlike other four-wheel drive 
cars, in the quattro system all 
four wheels are driven all the 
time. To make driving safer, more 
sovereign. Under all conditions 
On the road and even off it. The 
thinking behind the quattro IS 
really quite simple. Things are 
safer for the driver if he uses 


the advantage of this drive Sy 

tem permanently and does not 
have to keep adjusting to his Cal 
Which is why the four-wheel 
drive in an Audi quattro cannot 
be switched on or switched oft 
Audi wants youl 
be a permanent one. Come and 


advantage 


yours ell 
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see for \ 
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ONG KONG 
BANGKOK 


KUALA LUMPUR 
SINGAPORE 


JAKARTA 
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daily nonstops to 6 US cities — 





No matter where in Asia you begin your trip, vou're closer to America when vou fly Northwest HONG KONG NEW YORK 
Orient. From 9 cities in Asia, including Kuala Lumpur and Hong Kong, you can flv either direct TAIPEI CHICAGO 
or nonstop to the USA. And you have a choice of daily nonstops to more US cities than any MANILA TOKYO T 
samo , ; Say Sega i | LOS ANGELES 
other airline. But you can save more than time on Northwest Orient. For just US$400, vou KUALA LUMPUR BÀ SEOUL EA |, FR £ 
can extend your trip to any eight US cities served by Northwest Orient with a Visit USA Pass. SHANGHAI  ØŞAkA ^ N ANCISCO 
You can also earn free travel with our Free Flight Plan, and benefit from our introductory offer GUAM SEATTLE/TACOMA 
of 5,000 bonus miles of credit. Next time you go to America, go with the airline that's got more OKINAWA HONOLULU 


going for vou. Northwest Orient. 


Now, it's Northwest Orient. gs. , 
D QW NORTHWEST ORIENT Jene meee 


For reservations, call your travel agent or Northwest Orient: Aucktand 794-977 Bangkok 251-8470 Beijing 554175 Bombay 211440 Calcutta 441474 Cebu 92122 Ci Mombo 597138 Guam 477.7811 
Guangzhou 61804 Hiroshima (082) 247.5741 Hong Kong 5-217477, 5-692288 Islamabad 812174 Jakarta 426449 Kaoshiung (07) 272-5505 Karachi 551215 Kathmandu 212552 Kuala Lumpur 
329635 Lahore 417220 Madras 044-87704 Makati 85-66-16 Manila 58-98-14 Nagoya (052) 562-0867 New Delhi 451605 Okinawa (0988) 58-2477 Osaka (06) 228-0747 Penang 29487 Rangoon 81638 
Saipan 7778 Seoul 753-6106 Shanghai 477487 Singapore 556-7666 Si kung 778-0181 Sydney 264-9715 Taichung (04) 220-6644 Taipei (02) 596-5951 Tokyo (05) 455-8151 
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€ THE REVIEW does not go in for 
selecting The Man or The Woman of the 
Year, but for my money Deng Xiaoping 
is carving out a sizable claim for the title 
of Man of the Last Quarter of the 20th 
century. It takes a positive effort of 
memory to recall that, within a totalita- 
rian Maoist society, his career twice ap- 
peared to lie in irreparable ruins, such is 
the extraordinary resilience with which 
he double-bounced back to grab the 
reins of power. It takes another effort of 
memory to recall that he only achieved 
his final comeback as recently as 1978. It 
also demands a major effort to try to 
comprehend the changes this octogena- 
rian has wrought within seven short 
years to a country once thought of as a 
pent buried inertly under its party and 
the bureaucracy. 

It is sterile to discuss whether China 
is merely using the tools of capitalism 
and decentralisation as temporary expe- 
dients to promote progress along the 
road to eventual socialism and com- 
munism or whether it is moving inexora- 
bly towards an open-market system, 
with all that mg» socially and politi- 
cally as well. I have always felt that 
Deng is quintessentially Chinese — 
much more Chinese than Mao Zedong 
ever was, Mao and his party imposed a 
foreign ideology on China in order to 
achieve a revolution. 

Deng seems to me to be returning 
the country to its traditional ways. He is 
freeing China from its ideological strait- 
jacket (^Learn truth from facts") and 

is fabled pragmatism sits comfortabl 
within the Confucian tradition of mol 
eration, the search for the Golden 
Mean, or the Taoist pursuit of The Way. 
In the past, he has had to play the role of 
the Monkey King, invading heaven and 
sowing confusion among the gods, but 
the recent Fifth Plenum has seen him 
and his supporters enshrined in China's 
pon and assuming the mandate of 
eaven. The changes Deng has wrought 
in China's internal policies, its foreign 
licies, its administration and its 
eadership are so massive that the in- 
terest for me lies not in the sound of one 
dissenting voice, but in the fact that 
there was only one to be heard. 

As REVIEW correspondents Mary 
Lee and David Bonavia have reported in 
our pages, Deng is essentially an op- 
timist. He sees problems clearly 
enough, but believes they can be solved 
as long as common sense prevails. He 
believes that even if the sky should fall, 
China has enough people to prop it up. 
€ FORMER REVIEW staffer Daniel 
Nelson spotted a caption full of such 
Dengish optimism in the 28 August edi- 
tion of the Indonesian Observer, marred 
by a misprint: 

Tokyo, Aug 21 (AP): — DENG 

TURN TO 81 — Of his longevity, 
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Chinese Communist leader Deng 

Xiaoping, smoking in this recent file 

photo, said in March: "I smoke and 

I drink. I'm not afraid the sky will 

fall in. If it falls, we have people to 

profit up." Deng marks his 81st 

birthday on Thursday. 

Perhaps it wasn't a misprint; perhaps 
it was a reference to incentives. 
€ ONE aspect of the open-door policy 
is a gradual relaxation of China's puri- 
tanical attitudes towards sex, though a 
myriad voices still fulminate against 
such noxious foreign influences. Con- 
tacts between Chinese and foreigners 
are still officially discouraged as evi- 
denced by this notice photographed in 
Canton by Richard Booker: 


m 











— wh eei. 


The English reads: 
Health Checking Clinic for Chinese 
with Foreigners." As recently as 30 Sep- 
tember a veteran member of the party 
secretariat, Deng Liqun, at a reception 
for foreign reporters denounced "dirty 
newspapers, sex videos" and the grow- 
ing number of prostitutes operating in 
China's coastal cities and Peking. 

On the other hand the China News 
Service, reporting on the first national 
Sex Education Study Class held in 
Shanghai in July, claimed that "the sub- 
ject of sex is no longer 'taboo' in 
China." It added: *Due to a long period 
of prohibition, some sex crimes arising 
from sexual ignorance occurred. De- 
spite a big drop in the national crime rate 
in recent years, the sex crime rate has 
soared. The offenders are mostly youths 
and adolescents. In addition, dishar- 
monious sexual life arising from a lack 
of sexual knowledge has caused the sep- 
aration of many husbands and wives [ac- 
counting for] about one-fourth of the 
total number of divorces." Because of 
this, “relevant people" (whoever they 
may be) had called for the strengthening 
of “sexology” and the “popularisation 
of sexual knowledge” — which is one 
way of putting it. 

I would imagine that the main obsta- 
cle to the implementation of such an ad- 
mirable policy is the lack of expert in- 
structors in the subject. Indeed, such a 


“Pre-Marriage 








problem even exists “Down Under” as 
exemplified in a headline in a recent edi- 
tion of the New Zealand Herald spotted 
by Neil Ryan: 





Sex Education Must Wait 


Until Teacher Is Trained 





@ THE Chinese media has sympatheti- 
cally reported New Zealand's protests 
about the Greenpeace affair and Prime 
Minister David Lange's fulminations 
against officially organised French ter- 
rorism. But a recent headline spotted by 
Robert Kapp in Hongkong's pro-Pe- 
king newspaper Ta Kung Pao got tt 
slightly wrong: 


Fumigating Lange asks France 
to recall ambassador 


Or perhaps Lange was really 
fumigating, fearing that the French Sec- 
ret Service had "bugged" his office. 
€ THE high level of Chinese interest 
in technology transfer from all sources 
is undoubted. Flying Officer C. M. 
Wright with the Royal Australian Air 
Force in Hongkong recently picked upa 
uide to the Zhuhai Special Economic 
one, entitled An Open Coastal City. 
Glancing down the list of joint enter- 
prises in which the Zhuhai authorities 
are interested, he wondered to what 
bionic lengths they intend to go: 


No. 12 Brain Machinery Factory 


€ AN official building. photogr 
by Simon Rodwell in Fuzhou, houses a 
certain Service Department. Unfortu- 
nately the sign-painter inscribed the let- 
ters SER on one side of a gate and the 
rest on the other, with an interesting re- 
sult: 








€ MANY notices in China cause more 
confusion than clarification: take this 
one posted in a lift at the Shanghai Man- 
sion Hotel,photographed by Diana Lee: 
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Deng promotes bigger role for market forces 


Socialist balancing act 


By Mary Lee and David Bonavia in Peking 


oc Chinese Communist Party’s spe- 
cial conference ended on 23 Sep- 
tember in good time for the more than 
900 delegates to return home and reflect 
— during the country’s National Day 
holiday on 1 October — on its achieve- 
ments and the challenges which face the 
nation. 

Without question, they have much to 
think about. The course which top 
leader Deng Xiaoping has charted to- 
wards his goal of “socialism with 
Chinese characteristics” is revolution- 
ary in its scope and depth. 

Unlike the first revolution, when 
China borrowed heavily from Soviet 
models, this new one has only 

idelines and the experiences since 

978 to help it along. Some of these 
apa were drawn up with the 

lood and suffering of past mistakes — 
the Great Leap Forward of 1958-61 and 
the Great Proletarian Cultural Revolu- 
tion of 1966-76. The only thing “great” 
about these two major events in modern 
Chinese history was their monumen- 
tally disastrous effect on the national 
psyche and socio-economic infrastruc- 
ture. 

The leaders and the led are appa- 
rently united on two fronts: to conduct 
no more national political struggles and 
to make China the powerful country it 
ought to be. Thereafter, divergences 
start. Even if one accepts the broad 
guidelines of Dengist reform, there is 
still ample room for disagreement. 

The main conflicts, as described by a 
State Economic Commission official 
who asked not to be named, are: first, 
how can China revitalise its enterprises 
but still remain socialist? On the one 
hand, the order has come down from 


- the Dengist leadership that enterprises, 


particularly industries, should be given 
power of "self-determination" with re- 
EM to pricing, wages, production 
evels, product line and development. 
Yet all enterprises are supposed to keep 
to the "socialist road" — that is, keep in 
line with the overall economic plans 
drawn up at the centre. 

Secondly, and closely related to the 
first problem, is: how can China have a 
planned economy but at the same time 
allow market forces to play a fuller role? 

Thirdly, how can China restructure 
its government bureaucracy simply to 
administer but not to manage — and in- 
terfere with — economic institutions? 
Cadres throughout the government are 
naturally loath to loosen their controls 
over the work units and the people 


below them. These same cadres are now 
faced with the prospect of seeing their 
fiefs dismantled and set free. 

Then there is the question which 
cadres are asking: how do we shift from 
direct to indirect control and from direct 
mandatory planning to indirect and 
guidance planning, and just where are 
the so-called economic levers of tax- 
ation, supply and demand supposed to 
start operating? 

Officials in the state economic and 
planning commissions have more ques- 
tions than answers in their heads. “We 
still lack experience," they state 
frankly. The quality of frankness alone, 
however, will not suffice in meeting the 


Veteran economic planner and chief 
party disciplinarian Chen Yun has taken 
a lead in the "discussions" by stressing 
the ill-wind of “decadent capitalist 
ideology," which has entered through 
China's increasingly open door, and its 
corrosive influence on party and social 
conduct. 

Both sides have a common goal — to 
make China a strong economic power. 
But politburo member Chen also wants 
to create the perfect communist in the 
process. "We must mobilise and or- 
— the whole party and society to 
ight against . . . [bourgeois decadent 
ideology of putting money above all 
else] . . . with thoroughness and to wipe 





pene and social difficulties which are | out everything evil,” he told the Central 


uilt into the economic-reform pro- | 


gramme. 


hese problems centre on the basic 

question: what is “socialism with 
Chinese characteristics”? The Dengist 
reforms do not provide the answer — at 
least not yet — because no one is sure 
how these reforms should be carried 
out. The answer may well have to wait 
at least until the next decade — or 
perhaps even later — by which time, 
hopefully, the picture will be clearer. 

Looking at the past year’s experi- 
ence in urban economic reforms, cynics 
and pessimists will find enough evi- 
dence to support their view that “social- 
ism with Chinese characteristics” has 
got off to a very unpromising start. The 
only “Chinese characteristic” which has 
emerged is that of “putting money 
above all else.” 

Deng himself has said that these 
problems have to be discussed further. 





Discipline Inspection Commission on 
24 September. 

While conceding that “it was cor- 
rect” to continue to open China to the 
world and introduce advanced technol- 
ogy and management experience from 
abroad, Chen believes that “sharp vigi- 
lence and education with communist 
ideas as its core” would protect society 
from capitalist corrosion. 

The younger technocrats recently 
promoted to positions of pra will find 
it very hard to keep to Chen’s hard dis- 
ciplinarian line because, impractical 
though it may be, it is nevertheless an 
ideal they should be seen to be striving 
for. Their mentor, Deng, has clearly 
proscribed national political campaigns, 
such as the one against “spiritual pollu- 
tion” which Chen started in late 1983. 
Instead, he wants “a policy of persua- 
sion and education” and not “political 
movements and mass criticisms,” But 
even Deng admits that “so far, the re- 
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qus ofiour work are not very satisfa 
~ Only one Dengist line is clear: "We 
must firmi oppose bourgeois 
liberalism,” he told conference. del- 
egates on 23 September, “that is, pub- 
licity that favours taking the capitalist 
road.” Analysts interpret this guideline 
as referring to those within the part 
who equate modernisation Wit 
capitalist democracy, and point to 
China’s most famous dissident, Wei 
Jingsheng, now serving a 15-year jail 
for advocating democracy as the 
— — 
. Deng, in one of the more cryptic 
assages of his speech, explained it 
* “If we had not conscientious! 
adhered to the four principles [whic 
centre on the leadership of the party}, 
we would even have gone from correct- 
ing ‘Left’ mistakes to ‘correcting’ social- 
ism and Marxism-Leninism.” 


"* hinese officials, always anxious to 
minimise the importance of splits in 

the leadership, have warned foreign 
. journalists that they would be wrong to 


concentrate on the Deng-Chen differ- 
ences, Similar warnings in the past have 
almost invariably turned out to be à 
means of obscuring conflicts in the 
leadership which were more severe than 
even the speculations of foreign analysts 
. had dared to suggest. 

Despite Chen's objections, he has 

gen pro forma approval to the seventh 

ive-Year Plan (1986-90) guidelines 
which give a larger role for market 
. forces, If he decides to keep up his criti- 
. eism of aspects of it, he has between 
. now and next years National People’s 
Congress to validate them. 

For the moment, Deng has shown 
himself strong enough not only to push 
the guidelines through against the oppo- 
' sition,of Chen and other old bureaucrats 
who think them dangerous, but also to 
let Chen have his say in public and carry 

on regardless, 
| With the “resignation” of 64 senior 
members of the central committee at 
the special party conference, Deng's po- 
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dusty corners in the leadership where 


Maoist ideas and prejudices could still 


be influential. The old revolutionaries 
have been replaced by people mostly in 
their 50s — and some in their 40s and 
60s — who have shown themselves cap- 
able and favourable to Deng's and Pre- 
mier Zhao Ziyang’s ideas. 

But one big problem these succes- 


sors will have to cope with is the attitude 


of cadres now in their 30s and early 40s 
who were among the 16 million who 
joined the party and government during 
the Cultural Revolution. According to 
Deng's own programme, the competent 
ones in these “fourth and fifth” echelons 
should be spotted soon in order to fill 
important positions in 10 or 15 years’ 
time. 

However, despite stepped-up "party 


rectification" to weed out those consi- 


dered too leftwing or indulged in con- 
spiracy, factionalism and engaged in 
"beating, smashing and looting" or 
were plain incompetent, less than 1 mil- 
lion have been weeded out. The major- 
ity of cadres recruited during the Cul- 





tural Revolution are thus likely to re- 
main in their positions. 

Such people are to be found in nearly 
all Chinese work units and enterprises 
and, despite repeated warnings from 
the centre, will continue to engage in 
factionalism and protect each other 
against investigation and dismissal. 

eir passivity towards or active resist- 
ance to reforms aimed at changing 
their work attitude constitutes a serious 
problem for the leadership. 

Although there is no natural alliance 
between these cadres and old bureau- 
cratic ideologues like Chen, who suf- 
fered badly in the Cultural Revolution, 
there is a partial identity of interests. 
Both groups are worried about econo- 
mic reform, partly because it questions 
many of the articles of faith on which 
they were nurtured. 

The old bureaucrats were taught to 
believe in neo-Stalinist planning until 
1958, when Mao launched the Great 
Leap Forward and the people's com- 
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were brought up to believe in no plan- 
ning at all. Deng's “market socialism" 
falls between the two extremes. The old 
bureaucrats have seized on the “unheal- 
thy tendencies" which have emerged in 
the past year as a Stick to try and beat 
back Deng's reforms. The Cultural 
Revolution cadres have both come 
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plained about the reforms and, in same ` 


cases, used them to their own advantage 
— by extorting from newly rich pea 
sants, for example. 


à -iN 
The serious shortage of managerial 


skills, even among the supporters of r= | 


form, is another problem facing the 
executors of the seventh plan. Without 
the basic skills with which to manage” 


either a local economy or even an enter- 


prise, administrators and managers in 
the provinces are more than likely to 
lose their way, given the vague 


guidelines emanating from the centre. - 


The centre is intent, during the first 


two years of the plan, on reining back 


local expenditure, which has gone out of 
control and is seriously bleeding the 
state. Analysts say that this will not go 
down well in the provinces but, more 


important, the centre will have a tough - 


job stemming the claims on state re- 
sources by local authorities. 


hao’s argument in favour of “a 
gradual solution" of the overheated 
economy, as against “slamming on the 
brakes too suddenly," is impeccable, 
The shock that had ensued in the out- 
side world from the brakes applied in 
1980 showed that a China eager to woo 
Western investors should not resort to 
measures which would cause severe dis- 
locations inside and outside the coun- 
try. 
However, Zhao admitted, candidly: 
"The drawback is that pep je may not 
pay much attention to this — ap- 
proach], and these problems [sharp in- 
creases in consumption and overly rapid 
pon) may even run out of control.” 
is method of dealing with this problem 


is simply to pre-empt it. Given the lack 


of managerial skill and the likely ten- 
dency MES local officials to find ways 
arcund the directives, Zhao is being in- 
credibly optimistic, 
analysts said. 

e next Five-Year Plan proposes 
further price reforms which will closely 
affect the lives of everyone in China. 


if not naive, 
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The writing — inflation — is clearly on 7 
the wall, but officials continue to steer ` 


away from using this term which recalls ~ 


the chaotic days of Kuomintang rule. 
But they will admit to “price rises” anda 
“higher cost of living.” Yet the plan calls 
for systematic relaxation of price con- 
trols for everyday consumer goods, 
apart from “a few major commodities 
whose prices should continue to be de- 
termined by the state [for example, 
grain and oil.” 

However, the higher food prices in- 
troduced earlier this year are, for many 
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| Wage increases, bonuses which are uni- 
| formly given and the Rmb 7 (US$2.35) 
| monthly subsidy for urban workers have 
| helped to stem discontent. Market re- 


ring about further spirals of prices and 

_ wages. The centre can stem inflationary 
| trends — which can be politically explo- 
| sive — simply by not lifting price con- 
_| trols. Herein lies the dilemma for the 
| economic planners: without removin 
» CO controls, economic reform aime 
| At raising productivity and meeting de- 
| mand for goods and services will be 
. Severely handicapped. 

— No one can dispute the guidelines’ 
| statement that prices constitute the 
10st important and efficient economic 
_ lever in regulating production, distribu- 
tion and consumption. The question is, 

‘how can price-control systems be re- 
formed in accordance with "the capabi- 
ities of the state, enterprises and the 
people,” thus avoiding “excessive social 
repercussions?" 
So far, there have been enough re- 
_ percussions — speculation, profiteering 
_ and illegal trading in essential raw mat- 
erials — to cause havoc in some 
localities. These “unhealthy tenden- 
| cies” can, to some extent, be controlled 
| by monitoring systems coupled with 
legal penalties for those who overste 
| the bounds. But despite constant calls 
| for rigorous vigilence against unau- 
- thorised price increases, the problem, 
_ judging by press reports, continues to 
? grow. 


3 : 
1 
T 
f 


'» Baton, which the plan aims for, will 





















Mr, 
Lu "$e 
t Ste 
























"Phe plan also proposes the introduc- 
- A tion of “new social-insurance sys- 
- tems of various types with different ser- 
- Vices and rates" to keep pace with the 
| growing independence of enterprises. 
; The old practice of having the state 
| cover all [social-welfare] expenses 
| should cease," the document says. 
| Switching from a fairly basic but simple 
| system of social welfare to a complex, 
| multi-tiered € net, will indeed be 
revolutionary, if the planners succeed. 
— This long list of foreseeable difficul- 
ties facing the leadership essentially dis- 
counts any future political struggle 
which will throw everything into turmoil 
- once again. The heirs-apparent to Zhao 
‘| and party General Secretary Hu 
ee ane are already in place, but there 
| still remains the big question of who will 
-| succeed Deng? The elder statesman's 
optimism that he will still be around in 
| 1997 — to visit Hongkong after it is 
reunited with China — is admirable. 
| Pressed on the question of a successor, 
| he has said that Zhao and Hu will hold 
up the sky if he falls. 

When that happens, Zhao, Hu and 
other pragmatists who will take over 
will, it is hoped, have had enough suc- 
| cesses to guarantee the continuity of 
. Deng's policies, so that by the time the 
| country s centenary comes along, China 
will indeed be a powerful nation. oO 
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Four rising stars in 
the new politburo 


By Mary Lee in Peking 


Av the six new members of the 
Chinese Communist Party polit- 
buro are four rising stars whose trajec- 
tory to national prominence has been 
startling. Veteran China-watchers have 
been fascinated by the comet-like ap- 
arition of these formerly little-known 
igures — Hu Qili (56), Tian Jiyun (56), 
Qiao Shi (60) and Li Peng (57). Their 
surge to national prominence began in 
1982, when all four entered the central 
committee at the 12th party congress. 
Tian, Oiao and Li now join Hu in the 
powerful secretariat. 

The line-up of the new 11-member 
secretariat depicts the ranking of these 
four men. Hu's name follows that of party 
General Secretary Hu Yaobang. Then, 
after Wan Li and Yu Qiuli, come Qiao, 
Tian and Li. 

All four have been depicted as 
China's future leaders by no less than 
elder statesman Deng Xiaoping and 
Hu Yaobang. Hu Qili is regarded as 


the next general secretary, while Tian. 


and Li are seen as candidates for the 
premiership after Premier Zhao Ziyang 
retires to become the next head of state 
after President Li Xiannian. Qiao is the 
least well-known among the four. 

Hu Qili's rise has been attributed to 
his long association with the Communist 
Youth League since his undergraduate 

ears at Peking University, which 

rought him to the notice of Hu 
Yaobang. The latter headed the Youth 
League in 1952-64. During the Cultural 
Revolution, both were branded as being 

art of an anti-Maoist clique, allegedly 
ed by then president Liu Shaoqi, and 
they were purged. 

Hu Oili lost his Youth League and 
Youth Federation posts in the process. 
When he reappeared in 1975, he spent 
three years in remote Ningxia in various 
party posts. He returned to Peking in 
1978 and went on to become vice-presi- 
dent of Qinghua University. Later he 
became secretary of the Youth League 
and chairman of the Youth Federation 
— positions he held until he became 
mayor and party secretary of Tianjin. 

Diplomats who know Hu Qili say he 
is “most impressive.” They seem 
pleased at the prospect of having a 
fluent English speaker as China's next 
communist party boss. One diplomat 
said Hu is gregarious and genial, 
“though not as outrageous as the older 
Hu [Yaobang] . . . He is well read and 
not averse to a glass of red [wine]. He 
has an impressive general knowledge of 
foreign and domestic issues and, more 
admirably, has an astounding command 
of details." ! 

Tian is the only one among the four 








who has not had higher education, but 
his solid working background since 1950 
in financial administration is obviously 
highly regarded by Deng and Zhao, 
who have worked with Tian in the past. 

Deng was administering southwest 
China in the early 1950s when Tian was 
a prominent finance department official 
in the southwestern province of 
Guizhou. Tian was apparently un- 
touched by the Cultural Revolétine up- 
heavals as he emerged in Sichuan 
in 1969-70 as deputy head of the pro- 
vince’s finance and trade group under 
Sichuan’s revolutionary committee. 

He was still a senior finance official 
in Sichuan when Zhao became first 
party secretary of the province in 1976. 

ian came to Peking, a year after Zhao 
became premier in 1980, to become 
deputy secretary-general of the State 





Council. By 1984, Tian’s financial 
background was considered good 
enough for him to be entrusted — to- 
gether with Hu Qili — with the task of 
writing the central committee’s “deci- 
sion on reform of the economic struc- 
ture.” 


j us is said to have been responsible 
for lifting price controls, and wage 
and banking reforms. Consequently, 
analysts say, he is partly to blame for the 
ensuing mess — particularly the rise in 
currency issue which is now fuelling in- 
flation. If so, Zhao has risen to defend 
him by blaming the sudden steep rise in 
consumer spending on lax controls by 
the relevant authorities, including the 
banks. : 

If Tian remains the politburo man 
overseeing China's complex economic- 
reform programme, he will have to play 
ringmaster to various administrative 
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units responsible for the actual restruc- 
turing: the People’s Bank of China 
under Chen Muhua (65) is responsible 
for fiscal and banking reforms, whilethe 
Ministry of Labour and Personnel 
under its new head, Zhao Dongwan 
(59), will have to undertake reforms in 
the labour and wages sector. The Minis- 
try of Finance, under Wang Binggian 
), will on be dealing with tax re- 
orms, officials said. Potentially explo- 
sive price reforms will come under the 
State Administration of Commodity 
Prices. 

Tian's hobbies are said to be “read- 
ing and studying.” Next to Hu Qili, dip- 
lomats say, Tian is *a much duller per- 
sonality," but like Hu and Li Peng, is 
also clearly “bright and very much the 
up-and-coming technocrat." 

Qiao’s background includes party 
youth committee activities in Hangzhou 


and, later, working in an iron and steel 
factory until he was suddenly promoted 
to director of the party's international 
liaison department in April 1982. Four 
months later, he became a full central 
committee member and an alternate 
member of the secretariat. In 1983, 





Qiao was — director of the gen- 

eral office of the central committee and, 

a year later, head of the organisation de- 

prine — a post Hu Yaobang had 
eld in 1977-78. 

In July, Oiao became head of the 
powerful Political Science and Law 
Commission — succeeding veteran 
leader Peng Zhen — which oversees 
security. Qiao, together with such im- 
Ronan party leaders as Hu Yaobang, 

i Zhongxun, Bo Yibo, Song Ren- 
qiong, Yu Qiuli and Wang Heshou, was 
also a member of the committee which 
prepared lists of candidates for election 
to the central committee. 

Soviet-trained Li has a longer track 
record than the other three. With a 
good party pedigree — his father is said 
to have been a martyr, killed in one of 
Kuomintang leader Chiang Kai-shek's 
“encirclement campaigns" — com- 
munist guerillas in the 1930s, after 
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which he was “adopted” by Zhou Enlai 
and Deng Yingchao — Li came through 
the Cultural Revolution unscathed. 
Xinhua has said his work background 
after 1966 included stints as acting 
secretary of the Peking Power Supply 
Bureau's party committee and chair- 
man of its revolutionary committee, 
then deputy director of the Peking Elec- 
tric Power Administration and deputy 
secretary of its party committee and, fi- 
nally, their director and secretary. 

After less than a year as vice-minis- 
ter of the power industry, Li became 
minister in March 1981, after which he 
became vice-minister of the newly es- 
tablished Ministry of Water Conser- 
vancy and Power. 

Li represented China at the funeral 
of Soviet leader Konstantin Chernenko 
in March, and his apparently warm and 
friendly chats in Russian with the new 
Soviet party general secretary, Mikhail 
Gorbachov, raised expectations of a 
thaw in Sino-Soviet relations. 

Analysts say that with Hu Qili in a 
slight lead, Tian, Oiao and Li are 
ranked about equal. Who gets to be 
what in 1987, when another major re- 
shuffle is expected to push the young 
leaders to the front of the nation's 
leadership, will have to depend on what 
happens to China's economic-reform 
programme. 


qu outside the limelight, however, 
are two other important figures — 
Wang Zhaoguo (44) and Hao Jianxiu 
(50) — whom analysts are also watching 
with interest. Wang was spotted by 
Deng a few years ago on a visit to the 
No. 2 Motor Plant in Harbin where he 
was deputy director as well as secretary 
of the plant's party committee. 

Wang so impressed Deng that he was 
brought to Peking and "elected" a 
member of the 12th party central com- 
mittee in 1982 and later elected first sec- 
retary of the Communist Youth 
League. Two years later, he was made 
director of the general office — replac- 
ing Qiao — and secretary of the party 
committee of the departments under the 
central committee. A third post, which 
he concurrently holds, is president of the 
Central Youth League School. Wang 
did not make it to the politburo this time 
around, but he was elected a full 
member of the secretariat, as was Hao 
who, until then, had been an alternate 
member, together with Qiao. 

Hao also has a good party pedigree. 
The daughter of a labourer, she is the 
party's example of a self-taught person 
who rose from the grassroots to become 
minister of the textile industry in 1981 
and then a member of the party's inner 
circle. With only one year's schooling, 
she became a model worker at the age of 
16, after which she obtained a scholar- 
ship from Shandong University to at- 
tend middle school. Both Wang and 
Hao are likely candidates for the polit- 
buro in 1987. Oo 
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Chen Yun: a 
chilling speech | 


By Robert Delfs in Hongkong Eu 


Potion member Chen Yun's speech ! 
at the closing session of China's na- 1 
tional party conference on 23 Se il 
tember left no doubt that there are dif- f 
ferences within China's top leadership f 
over economic reforms. Chen issued a | 
warning about grain production and l 
criticised over-reliance on market f 
forces at the expense of planning and he f 
assailed corruption. | 

"There are some people. includin Fi 
some party members,” he chara AZ 
“who have forsaken the socialist and 7 
communist ideals . . . becoming rich by ` 
unlawful means such as speculation, P 
swindling, graft and taking bribes.” 7 
This, he said, “can be attributed to the 77 
relaxation of ideological and political ` | 
work and the decline in the function and P 
authority of the [relevant] depart- l 
ments" and he called for intensified p 
ideological discipline. 

The implications of Chen's ideologi- p 
cal prescriptions are chilling, but he is i 
not a “leftist.” On the contrary, he has 
been a key supporter of Deng Xiao- 
ping's reforms up to now. Nor is it likely 7 
that Chen speaks for disgruntled party | 
bureaucrats as he has consistently es- 
poused professionalism in economic 
work and, at the 12th party congress im 
September 1982, it was Chen who came 
out most strongly on the problem of © 
China's aging leadership and the need} 
for a smooth succession of power. 4 

In charge of economic affairs in the- 
1950s, Chen was responsible for China's ~ 
successful post-war recovery and cam 
claim credit for many of the solid 
achievements of the first five-year plan © 
(1953-57). By 1956, he was a member of 
the politburo standing committee and” 
the senior vice-premier — the fifth- 
ranking leader in the communist hierar — 
chy — under the late premier Zhou 7 
Enlai. | 

Chen was among the first to question p 
whether the Soviet model of heavy in- |} 
dustry-led development was appro- 
priate for China, arguing the importance - 
of agriculture and light industry. Much d 
of Deng's reforms of 1979-84 can be- 
derived from Chen's programmes of the } 
1950s. Even the slogan “seeking truth © 
from facts" is a kind of homage to Chen, 
who popularised the expression — 2 
which the late party chairman Mao P 
Zedong had used in the early 1940s —im T 
trying to counter the woolly minded P 
economics of the Great Leap Forward T 
in the 1950s. 

There was an eerie resonance to 
Chen's speech at the national party con- 
ference when he insisted that "the pri- 
macy of the planned economy and the |- 
subordinate role of market regulation is | 
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forward this formula, in 1956, in de- 
of a continued role for markets 
and private enterprise. 
j k He had rejected Mao’s utopian vi- 
sion of a Great Leap Forward — that 
— men could move mountains and China 
realise communism in our time. He 
Stood nearly alone then. Neither the 
Tate president Liu Shaoqi nor then party 
sec pen Deng foresaw the 
dangers of Mao's Great Leap. Then de- 
fence minister Peng Dehuai's criticisms 
would come largely after the fact, and 
€ven Zhou went along in the end. 
_ "The bedrock of Chen's economic 
thinking and his fixation on the impor- 
of grain in particular, can be 
traced to the trauma of the Great Leap 
Forward. China's rural reforms are 
widely regarded as an impressive suc- 
cess. Yet after four years of record grain 
harvests under today's reformists, Chen 
insisted at the party conference that 
“feeding and clothing the people" re- 
mains a political and economic chal- 
enge. "Grain shortages will lead to 
chaos," Chen said, *we cannot underes- 
timate this matter.” 
—. Today's reformers are confident that 
the problem of food self-sufficiency is 
— basically solved. Premier Zhao Ziyang 
- declared at the conference that “from 
here on, the economy will gradually 
‘shift from meeting basic needs to en- 
- hancing the quality of people's lives." 
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DIPLOMACY 


_ By Colin James in Wellington 


| E or the first time since the row over 
| M nuclear warships visits erupted, New 
| Zealand Prime Minister David Lange 
- has openly contemplated the end of the 
- Anzus defence pact. This is a significant 
shift from his previous insistence that 
—the treaty would continue in force un- 
less the US withdrew. 
_ Since New Zealand refused to accept 
| Visits by nuclear-armed or nuclear-pow- 
| ered warships early this year, the US has 
| declared the treaty “inoperative” and 
| refused to take part in joint man- 
| oeuvres, share intelligence or train or 
work with New Zealand military per- 
| sonnel. 
| | US congressional leaders have 
| threatened trade reprisals, and the ad- 
| ministration of President Reagan is no 
| longer willing to argue against such 
| moves, as it did when it still regarded 
| E eand as a "special friend and 
| ally. 
| The row heightened again at mid- 
_ year when the New Zealand Govern- 
ment announced it would legislate for a 
. nuclear-free zone and thus enshrine the 
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development of rural industry 
perhaps the most dynamic sector of the 
Chinese economy (REVIEW, 11 July), 
which he fears will undercut grain pro- 
duction. Peasants who work in industry 
and commerce earn more than those 
who work in the fields, he said. As a re- 
sult, some peasants are no longer in- 
terested in growing grain. 


he new seventh Five-Year Plan, how- 

ever, endorses town and township 
enterprises without qualification as "the 
essential way to revitalise China's rural 
economy." As rural industry and com- 
merce employ more people, grain pro- 
duction is to be concentrated in the 
hands of specialised producers. The re- 
formists acknowledge that rural work- 
ers earn more and say that rural industry 
can subsidise agriculture. 

But not all regions possess the 
unique advantages which made the eco- 
nomic successes in southern Jiangsu 
province possible (REVIEW, 18 July). 
Ill-planned attempts to replicate the 
delta phenomenon elsewhere have al- 
ready run into trouble. Weather has 
been kind to the Dengists for the past 
few years, but this year there have been 
problems with the harvests, and grain 

roduction may drop for the first time in 
our years. 

Chen can remember another time — 
during the Great Leap Forward — when 


Alive but fading fast 


! New Zealand concedes that Anzus may be better off dead 


no-nuclear ships policy in law. Deputy 
Prime Minister Geoffrey Palmer visited 
Washington in late September to try, 
without success, to get acceptance of the 
legislation (REVIEW, 3 Oct.), and a re- 
sumption of New Zealand port calls b 
conventionally powered and armed U 
warships. 

After that meeting, US State De- 
partment officials said they would 
review US obligations to New Zealand 
under Anzus. Lange initially argued 
that this review could lead to a different 
— and more cooperative — relationship 
on defence. But American sources and 
other defence observers argued it would 
instead almost certainly lead to a com- 
plete defence break. 

Some days later Lange agreed that 
Anzus may now have to go. In a speech 
to a regional council of the Labour Party 
on 27 September, he said New Zea- 
land’s economic interests required the 
removal of the “irritant” in the defence 
relationship — the US insistence that 
the nuclear element was an essential in- 
gredient of the treaty and New Zea- 
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tion of rural China and “backyard steel 
furnaces" and farm-based factories 
began to appear everywhere. A spec- 
tacular 1958 grain harvest seemed to 
portend the end of food scarcity, and 
grain acreage was reduced in 1959 so 
that more cash crops could be grown to 
meet the increasing needs of industry. 
More and more peasants, newly or- 
ganised into rural communes, were 
shifted from the fields into rural fac- 
tories. 

Chen was the first to question the in- 
flated grain harvest forecasts. He was 
proved right — grain output fell from 
200-215 million tonnes in 1958 to only 
170 million in 1959. Mao and the other 
leaders turned to Chen to find ways to 
rebuild the economy their experiments 
had shattered — and to deal with the en- 
suing famine which, by 1962, would 
claim 10 million lives. 

The reconstruction strategy Chen 
pursued in the aftermath of the Great 
Leap Forward was simple. He restored 
communally owned land to private 
households, imported grain to stem the 
famine, slashed investment and cut 
back inflated output targets. He would 
apply similar principles in 1979 and 
1980, returning to the politburo to sup- 
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pont the first phase of Deng's rural re- 
orms and cutting back the over-ambiti- 
ous development plans of Mao's succes- 
sor, then party leader Hua Guofeng. 





land's determination to stay out of a nu- 
clear arrangement. 

"The defence relationship . . . must 
be altered to give effect to the conven- 
tional stance which must form the basis 
of our future defence cooperation," 
Lange said. "Those defence arrange- 
ments can be made. . . within the Anzus 
treaty or they can be made outside it." 
Then Lange added: “If the Anzus treaty 
requires us to accept nuclear weapons 
then it is the treaty which is the obstacle 
to the maintenance of good relation- 


c ou 


» T 

















MUN EDU mtv» ore tos 


< — — — 


t= > Se ee SSS eee 35 
- e - > - 


- 3i - 


= 


Since 1980, Chen has remained an 
extremely powerful, though relatively 
low-profile, leader. He has had no di- 
rect responsibilities in economic affairs 
since 1981, serving as head of the party 
Central Commission for Discipline In- 
spection since 1982. His speeches and 
writings, mostly on economic affairs, 
are frequently cited, and two volumes of 
his selected works have been issued. 

Chen's speech at the party confer- 
ence was not a radical critique of Deng’s 
reforms, nor is it primarily ideological in 
nature. His differences with the De- 
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ships between New Zealand and the US 
.. . if for reasons of global strategy the 
treaty became not an expression of a 
good relationship but an obstacle to it, 
then at the end of the day it is more im- 
portant to preserve a good relationship 
with the US and Australia than to pre- 
serve a treaty." 

Lange insisted that it need not come 
to that, but his speech represented a 
substantial shift from his previous re- 
fusal even to contemplate the treaty's 
end. Nevertheless, he continued to look 
for 5 ge from the US that the treaty 
would not be scrapped in the coming 
review. When, after the speech, the 
State Department confined itself to re- 
peating earlier regret at a potential 
—— of the relationship, Lange 
saw that as heartening in that the State 
Department had not said it would end 
the treaty and had “not treated [his 
speech] as worthy of no comment.” 


» Nayan Chanda writes from Washing- 
ton: In a move that underlines the US 
growing difficulties in the South Pacific, 
Australia s envoy in Washington has 
publicly chided the US for its insensitive 
xl ep to the region. Although the 
ublic US reaction to this criticism has 
een muted, in private officials have not 
hidden their irritation at “not a very 
friendly act" by such a close friend and 

ally as Australia. 
In a speech delivered at the Wash- 
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ngists are focused on the risks of going 
too far or too fast, and the dangers of 
corruption if allowed to spread un- 
checked. 

He insisted that the current high rate 
of economic growth — a 14% increase 
in industrial output value in 1984 and 
22.8% for the first seven months of 1985 
— cannot be maintained because it is 
"straining our energy, transport, raw 
and semi-finished materials and other 
resources." He is right. The seventh 
plan, which Chen formally endorsed, 

as targeted industry growth over 1986- 
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ington-based Asia Society on 24 Sep- 
tember, Australia's new ambassador, 
Rawdon Dalrymple, criticised the US 
for failing to condemn French nuclear 
testing in the South Pacific and for pur- 
suing a narrow policy on fishing rights in 
the region. Addressing directly the US 
administration, Dalrymple — who had 

resented his credentials to Reagan 

arely a week earlier — said: "If vou 
want the South Pacific to become an 
area where the Soviet Union, Cuba and 
others of that stripe can find fertile 
ground for anti-US, anti-West prop- 
aganda and activity, and in which they 
can develop activities directly prejudi- 
cial to our interest — then continue with 
a policy of indifference to what the 
French are doing there." 


pimpi said that the US is seen as 
being less than helpful by the coun- 
tries of the South Pacific because of its 
apparent siding with France on the issue 
of nuclear testing. He noted that “the US 
could, if it wanted to do so, exert strong 
influence on France to cease testing on 
Muroroa Atoll. So far the US has not 
only refrained from any such persuasion 
but has tended to give a good deal of 
credence to French arguments that the 
testing does no particular harm.” 

The ambassador said that the US po- 
licy on tuna fishing, which does not rec- 
ognise the 200-mile Exclusive Econo- 
mic Zone (EEZ) is “inconsistent with 
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90 at 7% — precisely the rate suggested 
by the World Bank in a recent study of 
the Chinese economy (REVIEW, 29 


Aug. ). 
Given the high current rate of 
growth — 22% real growth in 1985 


would represent nearly the equivalent 
of the entire gross domestic product of 
South Korea — Chen's insistence that 
more strict macroeconomic controls are 
needed is widely shared. “Planning,” 
said Chen, "is the essence of mac- 
roeconomic control." The Dengists, 
however. disagree, and the new plan 
calls for increasing the role of market 
forces and "systematically reducing the 
role of mandatory planning. " 

Chen correlates the — of 
ideological and political work by the 
party with the undisputed increase in 
corruption and other malfeasances, and 
sees a straightforward and ominous sol- 
ution — tighter ideological controls at 
all levels of government. 

Deng has conceded the existence of 
these problems but wants to maintain 
the relatively liberal climate. He fears 


that a political campaign could get out 


of hand and destroy the slender threads 
of popular support for the party that his 
reforms have created. But demonstrat 
ing that persuasion, education and am 
improved legal system can actually 
solve these problems may prove even 
more difficult than any other aspect of 
the reforms. ü 


international law" and that the Solomon 
Islands was justified in arresting and 
confiscating a US tuna boat Jeannette 
Diana in 1984 for violating its EEZ. The 
US trade embargo of the Solomon Is 
lands that followed has not only seri- 
ously threatened that country's econ- 


| omy, but its fishing policy has also 


opened the door for the Soviets in the 
region. 
A senior 


administration official 


characterised the criticism of the tuna- 


fishing policy as “unfair” as Australia 
and the US have been engaged in quiet 
discussion of the issue. And though 
Australia firmly backs US policy on 
Anzus responsibility on port calls, Dal- 
rymple's criticism of the stance towards 
France particularly rankles because it 
has put Washington on the spot at a time 
when it is trying to contain what is being 
called here the "Kiwi bug" — New Zea- 
land's anti-nuclear policy — and when 
France is undergoing a crisis. 
Washington, which regularly con- 
demns leftist terrorism, was embarrass- 
ed by the recent French admission of its 
responsibility in sinking the Rainbow 
Warrior, a ship of the anti-nuclear 


| Greenpeace fleet, in New Zealand. In 


the face of media criticism the State De- 
partment recently changed its “no com- 
ment" on the French sinking of the ves- 
sel to "deplore" the act, but added that 
there would be no more US comment 
while Paris investigated the matter. D 


41 





au in Hongkong 


islative Council (Legco), its 
lawmaking body, have re- 
ious problems associated with 
| democracy. Fewer than 
territory's 5.5 million peo- 
42% of the new-look Legco. 
24 candidates returned were 
je. to the government, which 
letermined the sort of people 
uld be elected when it drew up 
of the game. Nonetheless, a 
s been made towards elected 
i olative government and the 
esses of the system as shown by 
St election may hasten the pace of 


bout 70,000 le were eligible to 
Of these, 4 ‘000 registered to vote 
nly 25,000 actually cast their bal- 
in 26 September. The whole elec- 
sassed off so quietly that many peo- 
lid not even know it had taken 
Twelve electoral colleges, which 
sted of between 24 and 63 people, 

elected one representative to 
seco, Twelve others came from func- 
al (occupational) constituencies, 

re the size of the electorates was re- 
ly bigger, ranging from the 145 
cies in the social services consti- 
ncy to the 34,000-strong teaching 
ituency. Twenty-two other Legco 
icials (non-civil servants) are ap- 
ed by the governor. Ten senior 
servants will also sit on Legco. 

X candidates were returned unop- 

d. Only a handful of constituencies 
be said to have produced a keen 
t. Four women contested, but 
"lost. Eleven candidates lost 
K$2,000 (US$256.4) deposits 
ey failed to poll 12.5% of the 
n their constituencies. 

f the drawbacks of indirect 
ere highlighted in the elec- 
The smallness of the elec- 
Ited in intensive under-the- 
ling and dealing, with the 
»olitical spoils (such as help 
:h's Urban Council election, 
mittee chairmanships and so 
[here were also allegations of out- 
‘bribery. The Independent. Com- 
on Against Corruption received 
complaints. concerning the elec- 
ind has decided to investigate two. 

nderstood they concerned elec- 
colleges in the New Territories, 

the buying of votes in rural com- 
elections has been known in the 



















e mechanics of the voting system, 
of proportional representation to 
the y winner r gets more than oe 





ng's first indirect elections to- 


of the votes cast, were called into ques- 
tion. The fear that preferential voting in 
the functional constituencies might 
favour the second-preference candi- 
dates was not founded. But the re- 
peated balloting in the electoral col- 


lowest number of votes was eliminated 
after each round and his or her support- 
ers forced to switch allegiance, was 
condemned as an encouragement to 
horse-trading. 


were either businessmen or profession- 
als with. an average age of 45. Szeto 
Wah, of the Professional Teachers 
Union, was returned with the highest 
number of votes (12,706) simply be- 
cause of the sheer size of his consti- 
tuency. In what was tipped as a close 
fight between the two Queen's Counsels 

artin Lee and Henry Litton, Lee won 


LEGCO 
ELECTION fS 


RULE BY: 





with a comfortable. margin of 176 out of 
843 votes cast. The turnout in the func- 
tional constituencies was 57.6%. The 
lowest was the Chinese Manufacturers 
Association where less than 45% of the 
registered voters cast their ballots. 
EN the government had warned 
m that those constituencies which did 
not show a keen interest might be struck 
Off the list. Some businessmen called 


this a “stupid remark." They asked what 
the government had expected after tel- 


ling the people for decades to keep away 


from politics. "The government cannot 
suddenly call an election to Legco and 
expect people to embrace it with open 
arms," said a senior member of the 
Hongkong General Chamber of Com- 
merce, "SOPHIE functional ou eee 


leges, in which the candidate with the 


Most of the successful candidates: 
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| process and agree to stay on to do busi- 


| 
| 
| 
| 
| 
| 
its economic prosperity. 
| 
| 
ficult for the business community. Some . 


~The ‘government's s eagerness to see. | 
the business community take part in the 
electoral process is obvious: it has allo-. 
cated five seats to the commercial/in- | 
dustrial/financial sectors. In order to. 
have a smooth transition and successful | 
olitical reforms, the support of the 
business: community is essential. Busi- 
nessmen have to be seen to endorse the 





ness and help ensure a smooth transi- 
tion. . After all, Hongkong s raison 
d'etre, as far as Peking i iS concerned, is. 


However; many businessmen simply 
do not believe that China will leave 
Hongkong alone after 1997, or give it “a: 
high degree of autonomy” and see not. 
much point in spitting against the wind 
in a way which might make life more dif- 


just hope to be able to make as much 
money as possible in the next few years 
and pull out by the early 1990s. 
Therefore, few of them have much 
commitment to the government's politi- 


/CHIN. 


ARTY CONFERENCE 
RULE BY: 





YSTEM OF 
RACY? 


| cal reforms, modest as these are. Even 
one of the candidates in the commercial 
constituency said he had not bothered 
to find out more about the drafting of 
the Basic Law (which will serve as the 
Hongkong Special Administrative Re- 
gion’s mini-constitution after 1997) be- 
cause he knew that in the end, the 
Chinese will do whatever they want. 
But he said he did not have the guts to 
say that in public. Such a mentality sums 
up the thinking of many people — in 
Hongkong. | 

Vhen asked to comment on the elec- 
tion, Peking’ $- chief. spokesman . in 
Hongkong, t e director of the official 
Xinhua. newsagency's. Hongkong 
branch, Xu Jiatun, 83 | Mo comment. 
We do not su tit. We di 7 














































































cials have been telling anyone who 
would listen of their concern about the 
pace of political reforms. They were 
also worried about the calls for direct 
elections and the formation of political 
parties. 

Faced with this deep cynicism that 
Peking will take over Hongkong lock, 
stock and barrel in 1997 and the fact that 
Hongkong has no democratic tradition, 
it is not cr et the general pub- 
lic has been apathetic towards the gov- 
ernment's political reforms. Some com- 
ments by appointed Executive Council 
(Exco) and Legco members have not 
helped the development of a resposive 
representative system able gradually to 
take over decision-making from the col- 
onial bureaucracy. Exco unofficial 
Maria Tam, herself head of a political 
organisation, claimed on 18 September 
that there are only 500 people in Hong- 
kong who are remotely interested in 
politics. 


I; the past Hongkong people have 
been largely apolitical. But that is 
gradually changing as more people — 
especially the salaried middle class — 
see that it is important that the vacuum 
being left by the retreating British is not 
entirely filled by Peking’s men and a 
new class of commercially minded “run- 
ning dogs.” 

any people are becoming increas- 
ingly convinced that only direct elec- 
tions cov bona fide representa- 
tives with the courage to stand up to 
London and to Peking. It is also becom- 
ing apparent even to government offi- 
cials that Hongkong citizens are not that 
politically immature but that only direct 
elections can galvanize the community 
into a political awareness which is 
needed in the transition period, and that 
only direct elections can produce politi- 
cal leaders to guide Hongkong through 
the troubled period ahead. 

More than 500 lawyers showed up to 
hear a debate by the three legal candi- 
dates and to question their platforms. 
One lawyer observed that such a turn- 
out was unheard of, even over the most 
important legal issues. Other con- 
stituencies such as teachers, doctors, so- 
cial workers and some of the electoral 
colleges held many forums to explain 
their election platforms. Some eligible 
voters who had not bothered to register 
to vote reportedly expressed regret, 
saying they had missed out on a chance 
to choose their representative to Legco. 

The people's gradual political awa- 
Mp d and the inadequacies of the indi- 
rect elections have convinced some that 
only direct elections to Legco by a much 
enlarged electorate can ever hope, in 
the words of the Hongkong Govern- 
ment, to “develop progressively a sys- 
tem of government the authority for 
which is firmly rooted in Hongkong,” a 
concept repugnant to Peking because it 
appears to be the nearest thing to inde- 
pendence. 
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The Foreign Exchange Division at Credit Suisse 
Head Office in Zunch, with its ultra-modem 
EDP and telecommunications equipment, is 
linked to every financial market in the world. 


— — | 
For Foreign 
Exchange - 


Credit Suisse. 


In its Incredibly Swiss way, 
Credit Suisse is a leading 
operator in the foreign ex- 
change markets of the world. 
Integrated information pro- 
cessing techniques and direct 
links to international com- 
munications systems ensure 
that our traders serve our clients 
promptly and advantageously. 

The automatic calcu- 
lation of spot and forward 
rates relieves the traders 
of routine tasks, leaving them 
free to concentrate on the 
essentials of dealing and service. 

















In this context provision 0] 


real-time market prices is just 


one of the many services we offe 
our numerous clients through- 
out the world. 

Many thousands of 
clients — private and industrial 
throughout the world rely on 
Credit Suisse experience in this 


and other fields. Why not you? 
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Credit Suisse. Incredibly Swiss. 
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PHILIPPINES 


Death in sugarland 


Demonstrators are gunned down by paramilitary forces 


By Guy Sacerdoti in Escalante, Negros Occidental 


E indiscriminate firing into a crowd 
of youthful anti-government dem- 
onstrators on 20 September left an esti- 
mated 27 dead and more than two dozen 
wounded in this small town on the 
northeastern coast of Negros island. 
The shooting has rekindled wide- 
Spread criticism of the growth of so- 
called private armies among local politi- 
cal kingpins in the economically de- 
pressed sugarlands of the central Philip- 
pines. 

The “Escalante Massacre,” as it has 
been dubbed nationally, occurred when 
a composite group of Philippine Con- 
stabulary (PC) forces of the 334th PC 
battalion and local Civilian Home 
Defence Forces (CHDF) used auto- 
matic weapons to disperse some 4,000 
radical demonstrators forming a human 
barricade, which was blocking the road 
in front of the Escalante town hall. It 
was the highest death toll stemming 
from a demonstration during the 19 
years of President Ferdinand Marcos’ 
rule. 

An agreement had been reached 
between the demonstrators and the 
local PC commander the previous day 
regarding the staging of the two-day 
Negros-wide Welgang Bayan, or gen- 
eral strike, marking the 13th anniver- 
sary of the declaration of martial law in 
1972. 


But this appears to have been over- 
ruled due to the influence of the politi- 
cal sponsors of the CHDF troops, which 
are funded in part by Negros sugar in- 
terests dominated by Armando Gustilo, 
E of the National Federation of 

ugarcane Planters. Some sources say 
that Gustilo was in touch with Brig.- 
Gen. Isidoro de Guzman, commander 
of the Regional Unified Command VI, 
before and after the shooting. 


Acorns to witnesses, both military 
and civilian, the barricades were set 
Ns on the morning of 19 September. 
egotiations with the 334th PC com- 
mander led to an agreement that the 
barricades could remain if the situation 
remained peaceful. That evening Gus- 
tilo spoke on a radio station he controls 
saying that the protests, led by the milit- 
ant Bagong Alyansang Makabayan 
(Bayan), were leading to anarchy. Ob- 
Servers indicate that Gustilo, who sup- 
ports the maintenance of the so-called 
semi-feudal structure of traditional 
sugar haciendas, saw the Escalante bar- 
ricades as a challenge to his authority in 
the region. 
The following day, according to 
Bayan negotiators, the military's posi- 
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tion suddenly stiffened. An ultimatum 
was handed to local Bayan leaders, say- 
ing that if the demonstrators did not dis- 
perse within 30 minutes, all means, in- 
cluding “grenades and bullets," would 
be used against them. While Bayan 
leaders brought the note from the main 
barricade to a secondary roadblock 
about 500 m across the town square to 
discuss their response, fire trucks 
opened their hoses on the demon- 
strators. When water ran out, the 
demonstrators cheered. Two teargas 
canisters were thrown into the crowd. 
Both were picked up and thrown back, 
the second by a 20-year-old woman, 
a leader of a local Christian youth 
group, who was shot and killed seconds 
later. 

Ensuing shots from the CHDF's M- 
16 assault rifles immediately killed 14 
and wounded many. According to 
eyewitnesses, the shooting continued 
intermittently for 15 minutes, with a 
CHDF-manned machinegun behind 
sandbags atop the municipal hall about 
200 m away firing blindly through the 
trees, strafing the top of a rural bank be- 
hind the demonstrators but not hitting 
anyone below. Shortly after the shoot- 
ing, the military set sedition charges 
against 21 Bayan members and a for- 
eign priest. One of the arrested was re- 
leased on bail, while the others remain 
at large. 

The military claims the demon- 
strators attacked the fire trucks, and 
that a bullet hole on the side of one 
truck proves they were armed. But 
other sources say that the damage to the 
truck was caused by a stray bullet fired 
by the CHDF. From the bullet marks on 
the street, some of the firing was down- 
ward, and many of the wounded were 
shot in the back, supporting the Bayan 
claim that most of the demonstrators 
were lying prone when the troops 
opened fire. 

A week after the shooting, Gustilo 
went on local TV saying: “I was never in 
Escalante," thereby denying claims that 
a Mercedes Benz belonging to him had 
been photographed at the Escalante 
municipal hall on the day on the shoot- 
ing. He said: "the issue is not whether 
some people were killed or not. The 
dead are dead, not merely because of 
the soldiers. They are dead because 
they were induced and incited to make 
moves against the government." 

On 30 September, a military team 
dispatched from general headquarters 
to investigate allegations that demon- 
strators were shot in the back was re- 
fused entry into the local hospital. . Kl 
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The attack and 
the denials 


A new wave of tension 
builds up over Sabah 


i n an apparent attempt to play down a 
tentially volatile incident, the 
Philippine Government, as of 2 Oc- 
tober, refused officially to comment on 
reports that four Malaysian gunboats, 
supported by helicopter map y at- 
tacked the Philippine island of Mal- 
danas off the coast of the East Malay- 
sian state of Sabah on 26 September. 

Defence Minister Juan Ponce Enrile 
said on 1 October there was no need for 
a confrontation with Malaysia, but if the 
reports were true, an official protest 
would be mandatory. 

The alleged attack, in which local of- 
ficers of the Philippine marines claim 53 
people were killed, was pee in 
retaliation for a raid by 14 suspected 
Filipino pirates on the Sabahan town of 
Lahad Datu on 23 September, in which 
10 Malaysians died and four were in- 
jured. A branch of the Standard Char- 
tered Bank was attacked during the 
raid, the attackers escaping with an esti- 
mated M$60,000 (US$24,650). 

A Malaysian Government official 
was quoted as saying: *We are denying 
the report as the incident did not occur 
in the first place." Later, the Malaysian 
Defence Mi denied the attack as 
"it is against our forei e 
Perhaps some people oru bene ta. 
terest initiated the report, a Defence 
Ministry official suggested. 

The Philippines and Malaysia have 
been disputing the sovereignty of Sabah 
for two decades. Tension between the 
Philippines and Malaysia increased in 
the 1970s when some 100,000 refugees 
from Mindanao streamed into Sabah. 

— Guy Sacerdoti 


() OCTOBER 1985 e FAR EASTERN ECONOMIC REVIEW 





i ^ : 
0» ww ^u wee 
~ V MIT u Ww M ad si 
wer A ale! ee 1L o d ee eae Wr: < 


n E — " T 
L I" ^ i v. J A. " i" 
i : . - » ] 
= è i255 » —— ten m pee e — 
s- At ES = á [ESO A = E E >» LUUD m0 P 25 
nf = T. d lt s m ie. EN r —4 ees TE SU eS ae ee 
^ j 9 P. " « ^ A » ^ 
^ i : T 2 
» a h 


The October issue of South magazine carries two exclusive features on the 
People’s Republic of China | 
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Doing Business in China 


A unique and indispensable 16-page listing of China's leading corporations and 
major joint venture operations with foreign companies 


New Directions for Progress 


A 60-page special economic report reviewing the achievements of China's open-door 
policy and examining what obstacles lie ahead as China, the world's most populous 
socialist state enters the unchartered territory of accelerated economic growth. 

Major articles include: 


@ an examination of the World Bank's still 
confidential country report on China 


@ why the defence forces are producing 
goods for civilian markets. 


e pricing and devaluation — banks and 
bankers under scrutiny 


e why the open-door policy is set to continue 


e the consequences of rapid industrialisation 
on infrastructure 


e the growing need for advanced technology | 


e why the developing countries could become | 
the most lucrative markets of the future | 
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| INDIA 


| Ballots answer bullets 


= Moderation wins the day in Punjab — but for how long? 


. By Mohan Ram in New Delhi 


^ 


x J goorins Sikh extremist calls for a 
| boycott of the 25 September election 
| in troubled Punjab state and overcom- 

ing fear of terrorist attacks to disrupt 

it, 60% of the 10.7 million voters 
| turned out to give the Akali Dal, the 
| party of moderate Sikhs, a near-land- 
|. slide victory. 
—. The real significance of the election 

is not so much in its outcome but the fact 
- that it could be held at all. For it was 
| meant to be the 05 dl answer to ter- 
| rorism, as Prime Minister Rajiv Gandhi 
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put it. 
— On 24 July he had pulled off an 
" agreement with Sant Harchand Singh 
—Longowal, the then Akali Dal presi- 
| dent, on the outstanding Sikh religious, 
| political and economic demands. The 
?-year-old agitation to press them 
— was called off. The agreement signalled 
the Akali Dal's open, final break with 
- the Sikh extremists, now grouped under 
—the United Akali Dal (UAD). It also 
| meant an end to its confrontation with 
— New Delhi. 
- — Gandhi announced an election in 
Punjab for late September to seek the 
| people's endorsement of the accord. 
Pal extremists set out to thwart the 
- agreement — which they denounced as 
| a sell-out — by foiling the poll: Lon- 
a p was assassinated on 20 August. 
| But Gandhi persisted in his resolve to 
| hold the election. 
|. The Congress party, which ruled the 
| state until New Delhi took it under its 
| direct charge in October 1984, and the 
| Akali Dal, which held power briefly in 
| 1967 and again during 1977-80, were the 
| main contenders. Both had made the 24 
| July agreement the key issue, the Akali 
— Dal even claiming that it represented a 
| victory for its previous agitation. As the 
— low-key campaign began, there were in- 
| sinuations that the ongress had de- 
— cided to let the Akalis win, but both the 
— parties denied any secret deal. In fact, 
_ Akali campaigners argued that any 
abstention from voting by the Sikhs 
would "T the Congress to victory. 
| The Akali Dal tried to placate ex- 
| tremist sentiment by saying that only 

those who endorsed Operation Bluestar 
_— in which the army stormed the Gold- 
- en Temple in Amritsar and other Sikh 
Shrines in early June 1984 — could vote 
— for the Congress. Extremists regarded 
— Longowal as having sold out because 
- they virtually courted arrest while the 
- extremist leader, Sant Jarnail Singh 
— Bhindranwale, died in the Amritsar 
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The orderly poll, free from any ter- 
- rorist violence, was a victory for the 
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agreement and for Gandhi's policy of 
conciliation. He said his party had lost 
the election battle but won the fight for 
India's integrity and unity. 

In electoral terms, it is a big setback 
for the Congress party, whose 
strategists had assessed its chances at 45 
seats and those of the Akalis at 55 in a 
house of 117 — two of the contests hav- 
ing been countermanded. Such a situa- 
tion would have called for a coalition. 
Although Sikhs constitute 62% of Pun- 
jab's population they outnumber Hin- 
dus only in some 36 constituencies. But 





the results revealed a sharp polarisation 
along religious lines. 

Contesting only 100 of the 115 seats 
filled, the Akali Dal won 73 against the 
Congress party's tally of 32. Two factors 
made this possible. The lower-caste 
Sikh votes which went to the Congress 
in the past now went to the Akali Dal, 
which means a strong consolidation of 
the Sikh vote. Out of concern for their 
own safety, Hindu sections in rural 
areas also voted for the Akali Dal. The 
Congress victories belonged largely to 
Hindu-dominated urban centres. The 
two communist parties and the Janata 
Party fared badly, while the Hindu 
nationalist Bharatiya Janata Party did 
better than any of them. 


verall, the close contests and thin 

margins would suggest that the 
Akalis do not owe their success to Con- 
gress benevolence but to religious pola- 
risation. Also disquieting are the in- 
dications of extremist influence on the 
voters. Bimla Kaur Khalsa, widow of 
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two constituencies and lost narrowly in 
both. The extremists not only did not 
boycott the poll here but backed her 
against the Akali Dal. 

It is forbidding to imagine the corre- 
lation of forces had the extremists not 
called for a general boycott but run their 
own candidates against the Akali Dal. 
Sikhs might have ignored the boycott 
call to ensure that the Congress party 
did not win, but their voting behaviour 
could have been different had the UAD 
— which has denounced the results as 
an "anti-democratic verdict" — been in 
the fray. 

It is tempting to believe that the ex- 
tremists have been isolated and ter- 
rorism rebuffed decisively. All that can 
be said, however, is that it is a vote fora 
distinct Punjab identity within India. 
Both the Akali Dal and the Congress 
party have a stake in the 24 July agree- 
ment and with Akalis in power and 
Gandhi reconciled to it, there is a fair 
chance of its implementation. 

The acting Akali Dal president, Sur- 
jit Singh Barnala, who now heads the 
state government, is a moderate and 
was a close aide of Longowal. In the 
struggle for supremacy in the party after 
Longowal’s death, he prevailed over 
Parkash Singh Badal, a hard-liner who 
is a former chief minister. While the 
new Akali strength in the legislature will 
curtail the manoeuvrability of hard-line 
members, the very size of the Akali Dal 
victory might make it vulnerable to Sikh 
extremist pressures from without since 
more will now be expected of it from 
Sikh voters. 

Barnala, before his election as chief 
minister, had reiterated his party's 
pledge to combat terrorism. But it is too 
early to say if the task is any easier for 
the Akali Dal now, though any elected 
government is better suited to deal with 
it than appointed civil servants. The 
challenge the Akali Dal faces is to 
handle the terrorist problem without 
hurting Sikh susceptibilities. If the ter- 
rorists demands are not met, the ex- 
tremists will call it a betrayal of the 
Sikhs. 

At the same time, the Punjab gov- 
ernment is obliged to carry out the di- 
rectives of New Delhi because terrorism 
in Punjab is as much its concern as the 
central government's. Neither the 
agreement which the election has deci- 
sively endorsed nor the Akali Dal vic- 
tory is an answer in itself to Sikh religi- 
ous fundamentalism and extremism, 
which — provide the base for ter- 
rorism. While the Akali Dal govern- 
ment will be fighting a holding opere. 
tion, the larger problem of the Sikhs' 
identity crisis, which finds extreme ex- 
pression in the secessionist demand, re- 
mains. Restoration of the democratic 
process in the state at best creates the at- 
mosphere for a long-term solution of 
the Punjab problem. oO 
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| clients of all nations, 








to bear in providing 
and executing the best solutions- 
for clients' requirements. 





International Finance for 
a Changing World 

Today, fund-raisers and 
investors have a diversity of 
exciting Opportunities avail- 
able.to them in financial 
markets worldwide. 
Nomura is supremely well 
placed to turn this situation 
to the advantage of clients. 

In cross-border ven finan- 
cing and offshore financing 
in all major currencies, 
Nomura's acknowledged 
experience, reputation for 
innovation and position of 
high respect among inves- 
tors assures our selection 
as lead-manager for the 
underwriting of bonds for a 
variety of issuers, including 
governments, development- 
oriented banks and top- 
flight private institutions. 

Nomura also excels in 
the arrangement of swap 
agreements, reducing cost 
and risk for the client 
through the creation of 
tailor-made structures, a 
traditional Nomura skill. 


Strategies for Growth 

Japan is rich in funds and 
Tokyo is the world's fastest- 
growing capital market, so 
it is natural that overseas 
corporations should look 
to Japan when considering 
plans for expansion. 
Nomura, the country’s 
largest securities and invest- 
ment banking firm, is the 
ideal partner. 

Our information meetings 
in Tokyo provide first-class 
access to Japan’s institu- 
tional investor community. 
As the record shows, 
Nomura’s placing power 
makes us the best choice to 
lead-manage the underwrit- 
ing of new share issues. We 
also assist overseas compa- 
nies to secure listing on the 
Tokyo Stock Exchange. 

For growth by means of 
mergers and acquisitions, 
Nomura’s research capabil- 
ity and contacts guarantee 
advice of the highest quality 
in this field, too. 


Sound Asset Management 

Investor recognition of 
the strong potential in the 
economies of Japan and 
South East Asia is now well 
established. With institu- 
tions of all types more 
aware of the value of active 
management of their assets, 
nobody is more qualified 
than Nomura to link inves- 
tor and market. 

Our Institutional Research 
and Advisory Department 
(IRAD) offers overseas 
clients far-sighted advice 
on investment decisions, 
while Nomura Investment 
Management Co., Ltd. 
(NIMCO) specializes in 
portfolio management, 
distinguished by rigorous 
monitoring of performance. 
In support are the out- 
standing stock expertise 
of Nomura Securities and 
the in-depth data and 
analyses of Nomura 
Research Institute (NRI). 

As in all aspects of its- 


business, Nomura sets a 


premium on working in mec 
cosest harmony with 1 clients ts. 





THE NOMURA. SEC URITIES CO., LTD., TOKYO HEAD OFFICE 


1-9-1, Nihonbashi, Chuo-ku, Tokyo 103, Japan Tel: (03) 211-1811, 211-3811 
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The Reuter Composite Information 
System (CIS) is the dealer-friendly solution to 
the problem of equipment build-up in dealing 
rooms. 

Before CIS, a new information service 
usually meant additional hardware which 
consumed space, effort and money. It also 
increased stress on dealers who had to make 
split-second decisions, sometimes without 
access to information on the other side of the 
dealing room. 

Now, Reuters has changed all that. 

With CIS, one workstation commands 
everything — Reuter Monitor, dealing 
communications, telex, in-house mainframes, 
time-sharing systems, personal computers, 
financial calculators and services from other 
information vendors. All are available on a 


single keyboard which controls from one to as 


many screens as are required 


Be 





No effective restriction exis! 
or internal services. The modular 
ensures that future information 
be added as soon as they reac! 
CIS offers the stressless solution 
developed and manufactured by Hic! 
For further information please 
your local — Sales repr | 
Dan Casey, Sales Ma nager Ri 
Asia, Australia ¢ i New Zealand, 
G Sici tei Towe | | P ed Jer Stree 
Kong, Tel: 5-264261 





World markets as they move 


ell-cultivated 1n China 





All eyes are on China. It's a land of vast 
esources and tremendous opportunities. With 
m attitude towards trade and contact with the 
est of the world that has improved radically in 
scent years. However, a great deal of 
xperience and understanding are necessary to 
fo business successfully in China. 


It has taken HongkongBank over a century 
) develop our present knowledge of China and 
2 have the largest representation of any foreign 
'ank in China. We have offices in Beijing, 
;uangzhou, Shanghai, Shenzhen, Xiamen and 
Vuhan. Furthermore, we have a substantial 
oup of specialists in our Area Office China in 
long Kong. 


We arrange immediate introductions to the 
iajor Chinese corporations. We also advise on 


direct investment, market conditions, trade 
practices and documentation requirements. As 
well as supplying information on commercial 
laws, tax regulations and how to avoid pitfalls. 


HongkongBank even produces a monthly 
newsletter detailing the spate of trade enquiries 
that come from China. Plus a quarterly review, 
to keep customers aware of economic events, 
policies and developments in China. 


Don’t take business development in China 
for granted! Before considering a business 
venture, talk to the experts, talk to those with 
experience and insight. Contact HongkongBank’s 
Area Office China at 13th floor, | Queen’s Road 
Central, Hong Kong, or at any of our 1,000 
offices in 55 countries. We'll help you grow 
in China. 


HongkongBank 


Ihe Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * The British Bank of the Middle East 
Hang Seng Bank Limited * Wardley Limited 
HongkongBank Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBER 1984 
EXCEED USS6!1 BILLION 
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have been averted by external (largely 
IMF) financing and payment crises by 
domestic austerity and import restric- 
tions. But new investment in these coun- 
tries is sluggish at best and few can 
suggest how it can be stimulated with 
nearly every major source of long-term ex- 
ternal financing — commercial bank lend- 
ing, official flows and direct investment 
— all stagnating. Trade flows, mean- 
while, are threatened by protectionism. 

"We are in a vacuum — issues are fes- 
tering but only the Bank is considerin 
them," commented one senior Worl 
Bank official in Washington. That is not 
strictly true: at least one outsider (Volc- 
ker, who may be preparing a consti- 
tuency for himself at the Bank, where he 
does have admirers) is thinking about 
them too. But before the Bank can 
"move into the slot," as the same source 
puts it, someone has to put some coins — 
a lot of them — into the meter. 

In other words, the Bank proper — 
the International Bank for Reconstruction and Develop- 
ment, as distinct from its concessional loans affiliate, the In- 
ternational Development Association (IDA ) — needs a sub- 
stantial increase in capital. 

Whether or not it will get it depends partly on the outcome 
of the annual meetings of the Bank and the IMF in Seoul on 


8-11 October and the meetings of various sub-groups — the « 


summit “Sherpas” — immediately beforehand. The Bank 
has already begun discussions with its shareholders on the 
possibility of a capital increase and the Seoul meetings will 
provide an indication of how they view the need for lending 
in the rest of the present decade and beyond. 

“If ministers agree with our lending programmes, then we 
will need a substantial increase in capital," noted one official. 
Another was more blunt: “The fundamental reason for an in- 
crease in capital is to allow the Bank to adapt to changing 
needs. There is no point in putting new proposals in place 
without the resources to implement them." The Bank is not 
empire-building. Some of its most senior officials see sinister 
similarities between what is being demanded of the develop- 
ing countries now and the war reparations which Germany 
had to make after World War 
I, which led to the rise of 
Hitler and to World War Il. 

Debt-service burdens are 
punitive and the prospects of 
earning sufficient foreign ex- 
change to pay for them are 








This FOCUS was written by Anthony Rowley in Washington 
and New York, with Country Profiles by Salamat Ali in New 

Delhi, Paul Ensor in Seoul, 
Lincoln Kaye in Jakarta and Guy Sacerdoti in Manila, and 
reporting on US Attitudes to the World Bank and MIGA by 





mised or “callable.” In this sense, a buck 
buys a big bang, as Reaganites are fond 
of saying. 

Paid-in capital is currently only 
US$5.1 billion of total subscribed capital 
of US$58 billion and, on the back of that, 
the Bank currently has loans outstandin 
of US$74 billion (of which some USS4U 
billion have been disbursed). 

Over the next three years the Bank 
expects to lend a further US$40-45 bil- 


three years), which it can do on the basis 
of present capitalisation — always as- 


are again fond of saying) a good deal 
more money from commercial and offi- 
cial sources. However, the Bank's ex- 
perience of co-financing has been disap- 
pointing, at least with commercial banks, 
so it may well find itself being asked to 
front up a great deal more money. 

"Certainly the Bank does not have sufficient capital to 
take up the sort of role which Volcker is talking about," 
noted one senior vice-president. It is already up against its 
country lending limits for Brazil and is approaching that posi- 
tion in India. And, while countries such as South Korea, 
Thailand and Indonesia are currently showing signs that they 
prefer to fund growth out of their own resources rather than 
borrow, Latin American and Middle Eastern countries are 
expected to increase their demands on the Bank to finance 
investments. 


June — US$14.4 billion against US$15.5 billion the 
previous year — was a “temporary phenomenon." This 
year, total lending from the World Bank proper (as distinct 
from its soft-loan arm) is expected to increase to US$13.5 bil- 
lion against US$11.4 billion last year. The governors will 
have this relatively straightforward issue to concentrate on at 
their annual meeting this year: do they want to push the Bank 
up to the front line to take over Volcker's "second phase"? 
Or will they prefer to fudge the issue, hoping against hope 
(and reason) that growth will 
magically appear from some- 
where to restore prosperity 
and development"? 
The Development Com- 
mittee (a ministerial commit- 
tee of the Bank and IMF) en- 


T^ slowdown in overall Bank lending in the vear to 30 


. Kamaluddin in Dhaka, 





poor against the international Robert Manning in Washington. dorsed the broad idea of a 
background of slow growth wider vote for the World Bank 
and rising protectionism. earlier this year. But under 
While Cuban President Fidel Castro's call to writing that commitment financially may 
renege on international debt obligations prove to be a different matter. World Bank 
may cut little ice with most Third World ON OTHER PAGES officials concede that “there will be much 
countries and few have yet shown aninclina-  interview/Tom Clausen ___ 52 bargaining” over any capital increase They 
tion to follow Peru's lead in limiting debt re- The ipa 52 hope that this time Europe (meaning West 
payment to 10% of export receipts, the re- Policies 55 Germany in the main) and Japan just might 
cent slowdown in US imports (which have Country Profiles: give a lead. The US is making enlight- 
sustained the recovery of the past two years) India 63 ened noises at last but could remain a 
is ominous. Bangladesh 66 dog in the manger when it comes to fund- 
The World Bank is an ideal instrument Indonesia 67 ing. 
for supplying long-term capital to convert South Korea 75 The IDA governors or “deputies” will, 
short-term adjustment in developing coun- Philippines 77 meanwhile, have to decide what sort of ani- 


tries into long-term growth. That would 


allow them to do their part in boosting global n —* 
demand, while the developed countries, it is Capital Flows 


hoped, do the same thing. The Bank is a Miga 
highly leveraged institution relative to the — aig 
capital which governments actually have to 

pay in, as distinct from that which is pro- 


The World Bank and the US — 81 





mal they want IDA to be in future (or whe- 


rs ther to have it put down) while the IMF di- 
ag TEctOrs will face pressure from less-de- 
g}  Veloped countries for an increase in interna- 


tional liquidity/reserves to offset current au- 
93 ` ; 
sterity. Short and long term, the issues are 
crucial. 


51 


lion (US$10 billion more than in the past — 


suming that national bond markets where : 
it raises borrowings remain open. Thatin | 
theory should “catalyse” (as Reaganites - 


o 
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definition of the term “deserv- 
among developing countries, 
in to the Victorian English 
f the “deserving poor.” 
believes that those countries 
'€ proved that they are able to 
use of World Bank aid — 
the most efficient economies 
get most of it. 

ppears to be a reversal of pre- 
k philosophy that aid should 
e it is most needed, to redress 
The shift. towards policies 
g countries which adopt liberal 
n economic policies (and en- 
rage the private sector) has been ap- 
nt since Clausen became prese m 


n so far of the new a came in 
interview with REV IEW business 


the same interview, Clausen dis- 
lamong other things, his own fu- 
the outlook for 


———— M — — — 


Tom. 
clausen has produced a new | 


Do you think daei is now a à greater 


| understanding among Western govern- 
| ments of the role of the World Bank and 


do you see any evidence of a shift to- 
wards more faith in multilateral, as dis- 
tinct from bilateral, lending? —.. 

Even if the move back toward. raul: 
tilateralism has not yet been achieved, 
at least we have arrested the growth of 
the feeling against it and in favour of 
bilateralism. There is a recognition that 
there are certain things which multilat- 
eral can do and bilateral cannot. 








Is it broadly true that the main n thrust of 
World Bank group activities during the 
next few years is going to be in Africa 
and Latin America rather than Asia — 


| at least in terms of new lending? 


There is a global awareness that as 
far as needs are concerned the most 
challenging [region] which needs atten- 
tion — in terms of development assist- 
ance — is sub-Saharan Africa. But there 
is also a recognition that the countries of 
Asia have done the best of any group of 
countries [in terms. .of economic 
achievement]. i 

When we have limited resources we 
want to pay particular attention to those 
EM are trying the-hardest, 


those that are doing the best job. [T hose 


which] can use our resources in the most 


"l'etequent way are the ones which, in a. 


| reward — should get better # atten- 


IDA: ma not be giving away. her favours (idan 4 at just 





tion, We are going to continue to be 
good partner to the Asian countries i for 
their COSI 


You seem to be suggesting a system of 
rewards for performance? 

That is one of the issues we have ta- 
bled for discussion by the IDA [the-In- 
ternational Development Association; 
concessional lending arm of the World 
Bank] donors for the future of IDA -Do 


they wish that there should be an allóca- 


tion for economic performance and’ for 
those countries which are making thé 
greatest efforts to restructure “their | 
economies? [This principle has already 
been adopted in the Special Fuels for 
sub-Saharan Africa.] | 


Surely this is a reversal of previous 
philosophies that the greatest need is 
where the [development] situation is 
perceived to be worst? 

Maybe. it is a recognition that pò- 
licies do make. a difference. In the sub- 
Saharan African facility we now: have 
13 countries eligible for quick- disburs- 
ing funds. These are the ones making 
an effort to restructure their éco ie 
IDA has net made that detern 
[yet] and we are, in a non-ady@c 
way, laying this as a pont of at 
sion. i 








































e arm of the World Bank which makes concessional 











ame the poor relatio 
that time, the United 
led that, in the process 
ne soft itself and was pourii 






o money into developin g coun- 







ed. 











k ever since, while the Ugly (more hard-nosed) Sisters — 


€ dly woman, spelling what she = to offer ae d of 


Or Develótménit Association (IDA) —. 






ans (at nil interest, for 50 years) to poor countries — ` 
f the Bank a couple of years. 
ates and some other donors - 
naking "soft" loans, IDA had | 


'5s (and dubious projects) with virtually no questions 
IDA has languished as a sort of Cinderella within the. . 


:rnational Bank for Reconstruction and Development 
) and the International Finance Corp. (IFC) — have: 
all the running. Indeed, the private-sector-favouring 
ias positively captivated Prince Charming (President | 
d Reagan) in the White House. But IDA is about'to 
omeback — casting off her virtuous rags and- making : 





0.75% a year service charge plus a 0.595 commitment fee) for 
much longer. They may cost more according to clients’ ability 


|. to pay. IDA may,also bestow these favours more selectively 

too on those countries which show they appreciate. them 
| rather than those which simply cannot afford to pay. the 
" sorority of IBRD and the. commercial banks. 


¿When the so-called IDA “deputies”. (deputy finance 


ministers who-represent the 33 donor countries) meet in 


Seoul shortly before the annual mectings there of the World 


- Bank/International Monetary Fund in early October, they. | 
. will have to. decide just what sort of creature they want IDA | |. 


to become. Bank staff, weary perhaps at having their institu- 


| tion pushed around at the whim of politicians and cynical at 
| having their own 
time simply presenting the donors with a series of options. 


n suggestions for reform ignored, are this 


As one Bank executive put it: "They have to decide what 
sort of institution they want. We shall simply present them 
with a series of choices and say, You choose.” 

Not that concrete proposals will. come out of the Seoul 
meeting. At this stage the idea is simply to get indications of 
support (or lack of it 5 for IDA and to plan the next three-year 
replenishment — IDA-8, due to commence on 1 July 1987 — 
on the basis of those indications. Once bitten tw 
Bank is not even mentioning a possible figure yet 
Last time, it proposed US$16 billion for IDA-7 anit | in the 
event got just US$9 billion after ‘unsuccessful attempts’ by 
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"European donors and J up (plus the Bank) to compromise 


ka on US$12 pulon. Bu the US was: — that it t would not | 





ashy; f the 
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| arm of the World Bank] too? 
This is already the 

IBRD; Those who make an effort to 

manage their economies are those very 







ding has become policy-based. 
rs ago, 3% 
adjustment lending as differentiated 
from the traditional infrastructure lend- 
ing. Now it is 18%. 


] construction am Development, r main E 


case ‘within | 


which we want to help. More 





of our lending was - 
| to that, but I can't. 


There app: ears to be a growing cau- | 


l tion: within the World Bank towards - 


d lending to the Philippines. I am not 
suggesting that you are turning vour 
| back on the country but that you are 
: being more restrained over new lending 
there. 

' I would say that we look very care- 
fully at all aspects of our relationship 
witha country, including its credit- 


worthiness and the commitment whicha 


country has to addressing the severity 
and complications of its economy. We 
have a very active programme in the 


Philippines and a very deep policy 





|. there be a mid-term review, which is what the deputies’ meet- 


There. has been.a good deal of discus- | — 
sion recently on the role of the private | Ho 


sector in developing countries. Do you 


think this debate has crystallised now on | 
what part the private sector and what | 


part the public sector should play? 
I would like to say unequivocally yes 





ing awareness on the part of. developing 
countries that there are some advan- 


tages to private-sector flows of capital 
and technology. In our role as a partner | 


we are encouraging developing. coun- 
tries to open up their regimes and pro- 


| vide appropriate incentives for the crea- 


— i e 





tion of wealth, including incentives for 
investment by the indigenous private 
sector. 

Clearly there is going to continue to 
be a focus on public investment. We are 
non-political on that, but if we are going 
to have a parastatal [entity] let’s have an 
efficient. one... We are concerned with 
the totality. of the environment. The 
World Bank has not spoken out enough 


on the Dr of the private sector, but 


— HELLO STRONG 
_ PERFORMER: ! 


„But there is a grow- | 


| doing 4 this Tp 


| doing? 


| not do what the ADB is doing. 
| private sector we have a seg 
| stitution [the 
|! Corp.]. 


| Do you see yourself staying on for 
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is popular: they. 
ciency, - 


Do you see the World Bank 
away from the principi 
under government. guarantee : 
Asian evetopweént Bank [A 














Ne, it iS nof in our charter. ! 


international 


additional term at the Bank after vo 
current one expires in 19867 

"Phe record is pretty clear thats 
came I said I would take fim 
dency] for five years and if you a 
thinking in terms of a-10-year ri 
really have g got to look elsewhere. 
remains my preference. 


ire brevet tere Gan bern —————Á — Á—Á € — —— o 


projects in general. But the fact ih 
India was for years the biggest sii 
cipient of IDA money, while New De 
under the late prime minister I 
Gandhi's rule was seen to be dr 
succour from both the West-ar 
Soviet Union, undoubtedly Fd 

Washington's at 

The advent of Prime 
Gandhi and his more 





titudes have softened them, however, and ideo. 


ing in Seoul is all about. Consultations since then between 


Bank staff and donors have indicated, however, that there. 


. Will be no new supplemental finance forthcoming during the 

. currency of IDA-7, as had been hoped. What IDA donors 

. did do.was to agree on a US$1.25 billion special facility for 
{7 sub:Saharan African countries — a one-off, three-year fund 
|. which came into being early this year. ko 3 


~- implications for the future of IDA itself, as World Bank 
». president A. W. (Tom) Clausen made clear in an inter- 





© view. The African facility is being targeted at those countries. 


|. seen to make best use of the money. That could well become 
|J. IDA's guiding principle in future. The Reagan administra- 
. tion in the. US, which is by far the biggest single donor to 
| IDA, is clearly calling 2 the tune still. : 

Ironically, in suggesting a course for IDA which panders 
_ to Reaganite views on getting the biggest bang for a buck, 









better returns. » (however that i is | defined) on ID. 


" he principles governing this special fund have important | 
shelter). 


Clausen's World Bank may be giving more ground. than it | 
needs to. Admittedly, the administration’s aim has been to | interest rates. So is there a cas 


differential T 






position to IDA may well have-softened as à resul 
case, the thrust of IDA-7 lending is towards Africa, 
sums India is receiving are actually declining i 
as well as real terms now. India has as a rest 
the biggest recipient of néw lending commitmet 
Brazil remains the biggest actual borrower) from 
“harder” IBRD, despite the fact that some At Jm 
ple in India — roughly double the population of / 
still below the poverty line (defined i in terms of 





















Meanwhile, the World Bank is taking. a more he 
on other aspects of IDA's future than perhaps the « 
insist on. Bank staff are considering whether th 
changes in the terms and conditions of IDA and « 
pricing of its loans. The way one staffer argued it ic 
REVIEW, commercial interest rates were only around 4 
when IDA was launched in 1960. So IDA borrowers 
getting an interest-rate subsidy of only. about < h 2 i» ree 


points. Nowadays the subsidy 






















by raising IDA 








ferentially priced accord- 
ing to ability to pay. 

This would involve 
some complex calcula- 
tions. At present eligibil- 
ity for IDA funds is deter- 
mined primarily by per 
capita income in the reci- 

ient country (around 
$$400 per head in cur- 
rent dollars). The econo- 
mic rate of return on IDA- 
funded projects is sup- 
sed to be the same 
as for IBRD-funded pro- 
jects. It is the borrowing- 
country status rather than 
the project per se to 
which concessions are 
given. In future the "cre- 
ditworthiness" of coun- 
tries — presumably mean- 
ing debt-service ratio and 
overall foreign-exchange 
availability may be 
taken into account. 


gain, the irony of 
Ae: is’ that, when 
IDA-7 was deter- 


mined, donors said the 
Bank should not com- 
pound the felony by 
charging more for IDA 
money as well as cutting 
back its availability. So 








POOR, SHRINKING IDA 


IBRD and IDA lending to the poorest 
countries, fiscal 1976-85 









(1983 USS billions) 

[IBRD amount [f] IDA amount 
2.25 0.54 3.32 0.744 2.61 1.59 
n j 
i 
QUE 
ni 
4st 
n 

1976-80 
annual average 


1982 


3.414 1.72 3.15 2.48 2.47 2.51 
| 





E 2^ 
—DRP—M—R BR te 





1983 1984 1985 


Note: The poorest countries are defined as those with per 
capita income less than $391 in 1983 US dollars 








164 Billions of dollars 


[9] Non-project* 
m Project 





'55 


Source: World Bank data. 


*Includes programme lending, structural adjustment lending, 
and multisectoral technical assistance loans and credits. Also 
includes sectoral adjustment lending. 


Billions of dollars 


LENDING 
BY SECTOR 
— Agriculture and 
rural development 


— Energy* 

* Transportation 
777 industry? 
--- Social sectors 


Source: World Bank data. 


* Includes oil, gas, coal and power. 
*Also includes small-scale industry and development 
finance corporations. 


ttincludes education; population, health, and nutrition; 


water supply and sewerage; and urbanisation. 
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the Bank may be outdoing 
even its more hawkish 
donors. Bank staff are saying, however, that IDA-8 will be 
| 
| 





financing. The current e ent ee (especially bear- 
ing in mind the 10-year grace period) are so long that there is 
a massive front-end loading of donated funds before the roll- 
over effect of repaid loans can finance new lending. 

Yet another idea — the Canadian scheme for a "third win- 
dow" — would mean that all the retained profits which IBRD 
transfers to IDA would go into a new fund for countries not 
money might be shortened — say, from 50 to 30 years — so | poor enough to need IDA proper yet not rich enough to af- 
that the institution would move more towards being self- | ford IBRD money at current rates. The Philippines, Bolivia 

m and certain Caribbean countries are men- 
des Loi cu tioned as possible recipients. 

| What all such arguments tend to over- 
look is the fact that a natural process of 
graduation eventually removes countries 
from the list of IDA recipients and on to the 
rolls of IBRD. Cases in point in Asia are 
South Korea and Indonesia. India, by con- 
trast, is being graduated force-majeur. The 
bulk of IDA money goes into agricultural 
and rural projects, as well as basic'infras- 
tructure like transport. Almost unnoticed, 
India's agricultural output has risen impres- 
sively over the past decade and its irrigation 
systems have improved enormously, helping 
boost output. 

IDA money has played not a small part in 
this. That in turn has boosted national in- 
come and the external payments position — 
both factors which eventually would have 
helped to move India out of the IDA arena, 
Reagan or no Reagan. The number of coun- 
tries eligible for IDA funds under the per 
capita income criterion has in fact declined 
from more than 70 in 1981 to around 50 in 
1984, despite the strengthening of the US 
dollar. Oo 


bigger than IDA-7, though by how much is not at all clear. 
Reagan's statement earlier this year that, while the US would 
meet all its existing commitments to IDA, it could not commit 
itself to contributing at all next time round, may have been 
posturing. But it does not augur too well for a bigger pot. 
One other possibility is that the repayment terms for IDA 
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Reagan; Clausen: the Bank may be outdoing even its more hawkish donors. 
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m oth Left and Right of the political — have 
always had great fun playing football with the World 
Bank. The leftwing argument, muted in recent years 


fen the stridency of the New Right, depicted the Bank as a lac- 


















; économic if not simple 
financial: standpoint. 


key of capitalist imperialism with Third World governments 
in its pocket. The rightists saw it as a.collection of socialist (or 
at best liberal) softies pouring public money into ill-advised 
or badly designed projects yielding little benefit to the coun- 
tries concerned and even less by way of financial returns. 


Both arguments are wrong. The Bank is primarily an . 


agent of public- rather than private-sector development and, 
if it does sometimes lean on governments to adopt certain 
policies, they have a 
way of doing their own 
thing anyway. There ts 
no discernible political 
bias, either to Left or 
Right, in the Bank. 
Technocracies are gen- 
erally apolitical. And it 
does rigorously evalu- 
ate projects, from an 


4 (US$ million) 
item 


Fhe problem is that 
promoting economic 
development is a far 
more complex process 
than either Left or 
Right are prepared to 
admit. [tis virtually im- 
possible to promote a 
project — be it in irri- 
gation, transport or 
energy — which does 
not favour some group 
of people, at least ini- 
tially, until. develop- 
ment widens. And it is 
equally impossible to produce projects which are shimmering 
oases of efficiency in a desert of inefficiency elsewhere. 

The Bank has had its failures — whether promoting cat- 
tle- -ranching projects in Latin America. or supporting the 
Changwon heavy-industry complex in South Korea. But the 
record in the three Asian countries highlighted in tl 






; ( USS dion) 

| item 

| IBRD and IDA commitments 
| Gross disbursements 


[Repayments 
] Net disbursements - 
| Interest and charges 


| Net transfer 











. — India, biggest recipient of concessional lendin: from the 


bank's International Development Association (IDA); In- 
donesia, biggest Asian recipient of funds from the Interna- 
tional Bank for Reconstruction and Development (IBRD) it- 
self, and South Korea, the most developed of the World 
Bank group's Asian borrowers — is both favourable and in- 
structive. 


Is. Vat 'economic gaia pea is a —— process.” ' as 
staffers Warren C. Baum and Stokes M. Tolbert observed in 
a major study published in September on the Lessons of 
World Bank Experience in Investing in Development. M 
while, they noted, "governments change frequentl 





continuity of effort which i is.a sine qua non of devel op meni Ue 


soon broken. 
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short- term political pe nalities of policy cases * 


-sate for reduced tariffs) is now around 15-20% of 


. putting their money where their mouths are ov 















ing the basic price of commodities than to reap any 
rewards from the ong erm benefits [of such moves] 

"In many developing countries, a persistent z 
massive distortion of prices has resulted from à mult 
government interventions, many of them poorly 
or mutually incompatible. These distortions have 
the efficiency of investment and slowed economic 
The countries that have enjoyed relatively high grow 
are those which have managed to avoid significant 5 
tortions.' 

The World Bank's experience is full of such e 
And it highlights the need for the kind of policy-t 
— lending on which the Bank has conce: 
heavily in recent years as a supplement to tradition 
and programme lending. Special loans, of the 
justment loan (SAL) or sectoral adjustment varie ty 
do soften the blow of adjustment and buy time wh 
long-term benefits of adjustment catch up with the 
term costs. 

The proportion of the Bank's total lending in this 
based" form is now around 30% of total lending. 

















































| EAST ASIA AND PACI FIC: NET TRANSFERS TO CURRENT | BORRO VEI 
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bursing money (fast disbursing because it is nee 
to offset, say, the impact of subsidy removal Of. 


ing. Although it is mainly Africa and Latin Ai 
will require. policy- -based and fast-disbursing loans 
— Asia having adjusted much better than other T 
ready — the Bank's “policy dialogue" in Asia is st 


ts current p political masters in Washington and « 
pare quite happy for it to dialogue ad infinitum 
cheap — though unfortunately they are less. 


reform. The World Bank. egards India, Indones 
Korea as. all being "success stofjes in their own we 
naturally South Korea' s success has been the mos 
ous because of the. outward orientation of its 
policies, especially in exports. “Much of what the | 
Korean Government has dong meets with our appr: 






that does Hot i mean ma Hey are in our pockets," noted o 
Bank officia the | ry 
_Sowhy | ards to the kind ot 
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the doing of the 
. late president Park 
"Chung Hee who, 
immediately after 
seizing power, was 
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determined to 
transform South 

Korea into an in- 
dustrial ^ power, 

BÉ Bank officials in- || Relatively stable/autonomous flows 

sist. It was he too icd Rossa aea dioi ffici 
BE decided 1% ong-term borrowing from official creditors 
open up the econ- ||Otherfinancingflows 

| a: i nd brin g Reserve-related transactionst 

in substantial Uec ofreserves 


- amounts of foreign 

aid. Up to that 
mp point, the World 
| Bank had been in- 
| volved mainly in 
i financing irrigation 
n 


Use of Fund credit 

"Borrowing" from private creditors 
Arrears 
Other 






works and other 
basic infrastruc- 
-L ture for South 
-| Korea. Source: IMF. 
| The South Ko- 
| reans indeed wanted to go further and faster into industriali- 
| sation than the Bank wished. Bank officials tried to dissuade 
| Seoul from launching what in fact proved for a long time to be 
‘| avery successful shipbuilding industry. Likewise, when the 
1 South Koreans wanted to build four-lane super-highways the 
" Bank argued for two lanes. "They were right," admits a Bank 
| Official bluntly. The Bank admits too that it backed the 
} heavy-industry drive in Changwon and elsewhere — a stra- 
| tegy which ran into deep trouble when the bottom dropped 
| out of world markets after the second oil shock in 1979. South 
| Korea's machinery industries are now doing quite well 
| though, proving that the leap from garments to heavy indus- 
| try was not altogether misguided, 
| . Bank officials in Washington also admit that South Korea 
| now presents them with special problems because it is “right 
| up at the sophisticated end" — meaning that its degree of 
"economic development is at the frontiers of the Bank's ex- 
| perience, anywhere in the world. Nevertheless, the Bank 
"does influence South Korea. It has taught the South Koreans 
‘| tO appraise projects properly and has encouraged them, 
|} while maintaining the export-dependence strategy, to diver- 
| Sify into areas such as electronic and consumer products and 
} away from the 10 ^ 
| products from 
T Ships to running 
if Shoes — which cur- 
` rently constitute a 
be vulnerable 70% of 
A dts total exports. 
‘| The Bank used 
1 | South Korea too as 
one of the pioneer 
clients for its SALs 
} in 1981. The coun- 
T try had suffered 
f a gross domestic 
|} product decline in 
- 1980 after vears 
‘| Of robust growth. 
| "There had been a 
- loss of export com- 
uq petitiveness 
| they were slipping 
| towards over-pro- 
T techon on tarilfs 
























and items added to ‘ "cT 
} quota lists," noted | oes D am 
| one Bank official. | Changwon plant: ran into deep trouble. 


Liabilities constituting foreign authorities' reserves 
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Seoul was brave 
enough to take the 
liberalising medi- 
cine prescribed by 
the Bank and the 
Bank sweetened it 
with an SAL. Com- 
petitiveness was 
restored. But? the 
Bank denies being 
the author of the 
aggressive devalu- 
ation policy Seoul 
followed around 
this time. "The 
IMF was behind 
that," said. -one 
executive of the 
Bank. 

While South 
Korea went to the 
export side in its 
development, In- 
dia and Indonesia 
chose the import- 
substitition route. 


The theory that client governments meekly do what’ the 
World Bank tells them, or have their arms twisted if they 
don't, would have both India and Indonesia as major export- 
ing powers by now. Certainly the Bank would have liked 
both to adopt a more external orientation. “Experience 
shows that initial rates of expansion are high under an im- 
port-substitutions regime but in the second stage you can- 
not achieve the economies of scale you need and which 


you achieve through exports,” 


gued. 





ow India at least is moving (cautiously) towa 
dustrial and export/import liberalisation. Heñ 
hand of the Bank can be seen. The savage cuts in funds 


a World Bank economist ar- 
ue 





for the last replenishment of IDA (by grace of the US) means 
a sharp fall in India’s access to concessional finance. It has 
since switched over heavily to borrowing from the IBRD — 
at an interest rate currently of 8.82% plus an annual commit- 
ment charge of 0.75%. In fact India, while restricting new 
commercial bank borrowing to around US$1 billion a year, 
has become so big a borrower from the IBRD (some US$1.6 
billion a year) that the World Bank could find itself against 
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its country lending 
limit to India be- 
fore too long. 

The Bank. is 
urging New Delhi 
to continue liber- 
alising the econ- 
omy, lowering 
costs, becoming 
more competitive 
and improving ac- 
cess to, foreign 
technology. It is in 
export promotion 
rather than import 
saving that the 
Bank feels India 
has most scope for 
improvement. 
And improvement 
in the trade. posi- 
tion is essential if 
India is.to avoid 
problems over ser- 
vicing the debt it is 
now incurring at 
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ile youre away, let Lloyds 
work on your account. 


I Lloyds You work overseas. Hard and long the best way to invest your saving 
IBank hours. But are you getting the most. most suitable insurance schemes 


Out of it financially? can unravel the comple «acies of ' 





You have LO plan carefully. And Vou need short we can explain the alternativi 


professional advice. Advice from someone you know appropriate arrangements lor vou, s 


you can trust. works as hard as vou do. 
Lloyds can help vou and your family with all che Write to one of the addresses | 
financial problems that come from working abroad. Lloyds branch when youre on leave in Di 
Our specialists have years of experience helping Paul. Holmes. Manager | Ini 


people like vourself with their finances. So look-out Lloyds Bank Plc, West End Trust Brancl 
for them when they visit the major expatriate Street, London SWIA IET England 
centres. | hey hold free seminars, giving sound expert Brian West, Deputy Manag 


advice on finance, taxation, savings and investment. Lloyds Bank Plc, 9 Broad Str 


We also offer an excellent back up service hereat — St. Helier, Jersey, Channel Islands. 





home. We advise vou on how to make the most of 


your offshore status. And help you to decide upon Athe MX ugh ned amongst banks 








FAR EASTERN ECONOMIC REVIEW e 10 OCTOBER 1985 


i | the World Bank was milking 
| states. It largely resulted from the dif- 


higher costs, even from 


IBRD, compared with 
IDA funding. 

"Never before in his- 
tory has India been 
through this kind of 
change," commented a 
Bank officer. “Full 
liberalisation will take 


several decades but eco- 
nomic benefits will begin 
to show through in about 
two years.” The Bank has 
been very right about the 
benefits to India of the so- 
called "Green Revolu- 
tion": there is no reason 
to suppose it is wrong 
about ranni i indus- 
trial revolution. 

The picture is very dif- 
ferent in Indonesia. The 
World Bank has done 
much to improve the situ- 
ation in irrigation, transport and power since it got involved 
in Indonesia in the late 1960s— “when things were frankly in 
a mess.“ The Indonesians, as Bank officals tell it, have lis- 
tened carefully to what they had to say on such matters, and 
freely borrowed Bank money for these things plus things 
such as education. The Bank has also been involved in popu- 
lation control, though it insists that policies such as transmig- 
ration are very much of Indonesia's own making. “Generally 


8* -— e r *" : Loin 
⸗ - MNT í 
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- we have picked up their priorities,” officials say. 


Jakarta has, however, politely but resolutely declined the 
Bank's urgings to liberalise its industrial sector, though the 
advocates of liberalisation within the government have re- 
cently become more vocal (REVIEW, 26 Sept.). “There were 
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. A cost of International Bank for Recon- 





| liegen. which is often forgotten 
critics of the Wo 
— M with being koronami, inel 
it wi ucratic, inef- 
ficient or hidebound by ideology is 
that it makes a profit. Last year — to 
30 June — it was a record US$1.14 bil- 
lion below the line (net income), 90% 
higher than in the financial 
_ year and well above the previous h 
of some US$750 million achieved 
4 debate pn 
| record profit did not mean that 
its client 


countries. 


rt to he 
A, whi 


1982 


million of the 
facility 


general reserves. 

between the 7.44% overall 
struction and Development (IBRD) 
irn and its —— return on 
its asset portfolio. 

This in turn reflected the fact that, 
while the Bank made record borrow- 
ings from capital markets of US$11.1 
billion in 1984-85, l by the 
IBRD in that year fell to US$11.4 bil- 
lion compared with US$11.9 billion 
the previous year. 

ng by the International Deve- 
lopment Association (IDA) also fell, 
to US$3 billion last year, compared 
with US$3.6 billion the previous year. 


Bank’s cost 





The Bank’s record profits will go in 
g the poorest countries. 
lends to countries with a 
income of below US$806 (in 
) is to be allocated US$150 


special or sub-Saharan Africa 
is also to get US$150 million. The re- 
mainder goes to the World Bank's 


] t t 
Th high rate of profitability last 
year could, however, increase 
sure from some borro 
for the IBRD to reduce 
rate, which is variable and currently 
set at 8.82% a year. It is linked to the 
borrowings. There is 
also an annual commitment charge of 
0.75% on undisbursed balances. ing while the poorest countries in sub- 
This is above the current three- — 
month London inter-bank offered 
rate, or Libor, a benchmark rate for 
commercial loans, which — at 8.3% — 
is now at its lowest level since 1977. 
Bank officials accept the case for a 
“selective liberalisation” of borrowing 


certain areas where they 
did not want us too deeply 
involved,” noted a Bank 
officer. Just why is not al- 
together clear, though it 
may have something to do 
with the inefficiency of 
public-sector industry in 
Indonesia, or the influ- 
ence of the Chinese com- 
munity in the private sec- 
tor. 

All that the Bank can 
do in such circumstances 
is to try a “bottom up” 
approach of promoting 
minor reforms in certain 
industry sectors such as 
textiles or pulp and paper 
in the hope that one day 
the breakthrough to more 
efficient industry will 
come. Meanwhile, the 
Bank’s emphasis is on 
building up exports of grains and plantation crops to offset 
the (now rather dangerous-looking) dependence on oil ex- 
ports. There are fears in Washington that protectionist ele- 
ments may be winning out in Indonesia, however, and that 
the country could turn even further inwards economically. 

There is a great deal more to be written about the Bank’s 
relationship with these countries, to name but three. These 
examples prove, however, that there is far more simplicity 
than truth in the views that the Bank’s client countries are led 
by the nose through bank assistance — or that the Bank’s role 
is simply one of pumping money unthinkingly into gleaming 
white elephants which benefit foreign contractors more than 
indigenous populations. o 





. Forgotten fact of the Bank's profits 


terms from the IBRD. Its loans are 
made for 15 years with a three-year 
grace period, but disbursement some- 
times takes a time so the actual 
payback period is shorter — about 
seven to nine years on average. 

Even commercial banks offer bet- 
ter terms than this. As one World 
Bank official put it: *While we are urg- 

oo banks — loans 
a seven-year grace we are 
giving only three years ourselves." 

IBRD loans last year were made to 
131 projects and programmes in 44 
countries, compared with 129 in 44 
countries the previous year. IDA cred- 
its were — to 105 projects and 

4 ape qp 45 countries against 
106 43 countries the previous year. 

Caribbean and Latin American 
countries received the largest propor- 
tion (around 26%) of the IB lend- 


and the Bank's 


pres- 
countries 
lending 


Africa received around 36% 
of total IDA financing. Around 94% 
of IDA credits went to countries with a 


energy were the chief sectors aided 
Bank group. 7 
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BNP GROUP HIGHLIGHTS 


(In millions of French Francs) 1984 %84/83 
Total assets 949,573 + 12.6 
Customer deposits 338,755 +4105 
Loans to customers (1) 405,241 +11.3 


Stockholders’ equity and non-voting participation 

shares (2) 

Including minority interests 16,146 + 25.5 
Excluding minority interests 15,156 + 29.7 


Net income 
Including minority interests 1,768 
Excluding minority interests 


Number of offices 
of which: Metropolitan France 
Overseas territories and 73 foreign countries 


(1) including participating loans to customers, 
credits to financial institutions not regarded as interbank 
deposits and leasing transactions. 


(2) After appropriation of net income for 1983 and based on 
proposed appropriation of net income for 1984. 


BANQUE NATIONALE de PARIS 


Head Office: 16 bid des Italiens, 75009 Paris 
Tel.: 244.4546 Telex: 280605 
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The Chase Partnership at work. From left to right: Byun, Chan-Eui, Chase Korea; Won, Jong-Sub, Samsung Electronics; 
Arjun K. Mathrani, Chase and Koh, Chang-Il, Samsung Electronics 





¿ As one of Korea's most innovative and dynamic corporations, 
the Samsung Group has always led the way in new technology 
developments to provide quality products. 

Being pioneers and leaders.in a diverse range of industries, they 
naturally demanded similar qualities and expertise from their bank. 

That's why they chose Chase. 

Samsung knew we had in-depth industry understanding, broad 
product expertise and a global network to meet-all of their needs — 
anywhere, anytime. Everything from pre-export financing and interest 
rate swap transactions to shipbuilding finance and electronic banking. 

The Chase Partnership. 

A simple but dynamic approach which enables us to serve you 
better — whatever your business. 





Our international banking connections 
make us even more attractive. 


First Hawaiian Bank. Surrounded by beauty. 
And supported by a strong international division 
with world wide connections and direct ties to 
financial institutions throughout the rest of the 
United States. We're the oldest, most innovative 
bank in one of the most beautiful, yet 
cosmopolitan places on earth. 

If business brings you to Hawaii, business 
sense will bring you to First Hawaiian Bank. 
The financial bridge between East and West. 
For further information, contact: 

First Hawaiian Bank, International 


Banking Division, P.O. Box 3200, 


Honolulu, Hawaii 96847. 


Telephone (808) 525-8851. 
FIRST HAWAIIAN BANK 


We say yes to you Member FDIC 


Overseas offices: Guam-Agana, Dededo +» Tokyo » 
Grand Cayman, AUA 





stant” development partner. 


‘ricultural inputs to 


range of medium 


ome 35 years after the inception of the World Bank's 
lending programme to India in 1950, the. bilateral | 
Wf relationship seems to have reached. a stage at which | 
Bank president Tom Clausen feels justified in hinting that In- 
dians should shed their suspicions and view the tie in a long- 
term perspective. During a week-long Indian tour in August 
he said he was impressed by the country’s excellent economic 
performance but was also struck by the immensity of the 
challenge of poverty and the problems of infrastructure. 

He advised Indians to view the Bank as a "trusted and con- 





Clausen has a point, for 
the Bank's 264 credits 
totalling | US$20.805 
billion (net of can- 
cellations) up to the 
end of March this 
year have made a 
significant con- 
tribution to the 
countrys develop- 
ment programmes 
in agriculture, 
infrastructure | and 
energy. The thrust 
of the Bank's pro- 
gramme in India 
has been towards 
improvement of ir- 
rigation and avail- 
ability of basic ag- 


farmers. Once a 
large importer of 
foodgrains, — India 
has improved its ag- 
riculture-related 
infrastructure to 
such an extent that 
it produces enough 
wheat and rice to 
create a problem of | 
surpluses. 

Other major ele- 
ments of the Bank's 
lending programme 
have been to help 
meet energy re- 
quirements and to 
overcome infra- 
structural bottle- 

ecks through 
power-generation 
and distribution, 
railways and tele- 
communications 
projects. Addition- 
ally, the Bank fi- 
nances a broad 
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A WHO GETS WHAT 


(Sectoral distribution of IBRD/ 
IDA loans up to 31 March) 


FUTURE DEBT 


India's total external debt liability 
—— puse and private sectors) 

















|, will and foresight in mobilisin 



















Investment C orp. and he | 
the social sector, it has supported: nutrition anc : 
planning programmes as well as water-supply. swe 
urban infrastructure and rural roads projects. 

Some domestic critics-have accused successive | 
ministrations of unwillingness to mobilise € domestic Tn 
and capabilities in preference to ti ' 
on foreign aid in the design and d 
mic development. These crit 
entrenched socio-economic i 
ference. But more hard-headed 
India continues to suffer not as 











































means as from stringency of dor 
balance-of-payments difficulties. duet | de 
of trade. E: 

Thus, ironically, the Indian communists alone arg B 
agreement with the American critics of the World Bar 
accuse it of hampering rather than helping growth 
Third World, though these critics arguments are very d 
ent. They think the Bank's lending to the public sec 
tards the private sector's growth and promotes econo 

centralisme 
undue torea 
interference 
view seems E ;h 
erroneous in in 
Case. 
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- Calcutta and a vast range of infrastruc- 
tural projects." 

On the larger issue of whether deve- 
lopment credits work, there is near 
‘unanimity on what they achieved in 
"India. A task force set up by the World 
- Bank itself has concluded that, unlike in 
| Africa, the Bank's money in India has 

Feen well spent because ' ‘India had a 
"developed administration, numerous 
‘University graduates, a sophisticated 
- transport network and the beginning of 

| an industrial base." One indicator of 

w well spent the concessional loans 
E. been is the Finance Ministry’s cal- 
culation that while on commercial loans so far 

the return is 17%, the return on IDA loans 

averages 18%. 






T he World Bank’s Indian critics do not 
N question either the correctness of the 
avenues selected for the Bank’s financing 
_ in India or their economic returns. They argue 
- that the Bank is a vehicle to further the interest 
of the industrialised countries at the cost of the 
“Third World and that through its lending opera- 
tions it steers developing countries’ policies 
,into socially harmful directions. In this context 
they argue that the World Bank’s policies in 
India since the mid-1950s have tended to run in 
_ Cycle of roughly 10 years. 
3 According to these critics, India startéd 


— looking for foreign aid to finance development. 


‘in the 1950s, because it had squandered sterling 
balances accumulated during World War II on 
- a consumption spree. They further argue that it 
"was because the Bank wanted India to change 
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WORLD BANK ASSISTANCE TO INDIA — Z2 
NOY 08 
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Ports & shipping 
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Power 2,386 1.9832 | 43692 | 
Telecommunications 5974.5 5 227. 5 


Mining & exploration 
Steel 


1 Financial institutions 


Igdustrial imports 
Fertiliser 
Other industries 
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its policy from import: -substitution to export —— 3,026.5 440 3,466.5 

- project aid in the 1960s. This was justified by ET S ` 
_ the Indian Government locally on the plea that — BL ue? 772.91 | 20,805.01 Í 
— this type of assistance was acquired to finance oS MERE S. 
t the maintenance requirements of the economy 

— such as import of parts, components apd raw materials. | but, unlike the project aid of the 1950s, it went into agricul- 
H The decade df non-project aid ended in the mid-1970s tural and other urban and rural development projects. Most 
— 


when a strong case was made by the Bank for liberalisation of | of them did not require any foreign exchange and hence the 
imports. The Bank once again switched over to projectaid— | aid became a balance-of-payments support enabling India to 





CALL ON US EVERYTIME 


YOU TRADE WITH 
MACAO 


x RUA DA PRAIA GRANDE, 57-6 TH FLOOR * TEL. 550022 -TELEX 88565 OTTOS OM 





BANCO PINTO & SOTTO MAYOR 


the Portuguese banking organisation at your service 
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and political — of the recipient countries. However, 
this jaundiced view is not shared by official quarters in India. 
A top official remarked: “All the talk of policy-based lending 
is merely rhetoric.” | / 

Official quarters argued. to the REVIEW that India has 
never been and still is not averse to discussing its policies with 
foreign donors. But it had never and would not accept any 
uniform set of policies packaged for all developing countries 
without distinction, because social conditions varied from 
country to country. For instance, China, Hungary and 
Yugoslavia — also members of the World Bank — could not 
possibly be told to let market mechanisms alone control pro- 
duction, consumption and wages. 

Indian bureaucrats dealing with economic policies assert 
that so far the Bank has never imposed the same cónditions 
on India that it has on some countries in the neighbourhood 
or in Africa. They also declared that India sould! forgo loans 
and even prune its development programme if any set of 
donors or any major donor were to dictate to it any set of 
policies and make the loans conditional upon their accep- 
tance. They believe that imposition of conditionalities is bet- 
ter left to the IMF. 


orld Bank sources argue that policy-based lending is 

nothing new, for the Bank has always looked at 
policies of recipient countries. As a prudent lender, it 
likes to know how its money will be used and what returns it 
will generate. 

. Clausen has assured India that the flow of concessional 
loans to it will be much higher during the.period of the 
seventh five-year plan than it was under the sixth plan, which 
ended on 31 March this year. However, this promise seems 
based on the new perception of concessional aid. The US ad- 
ministration's plan to graduate India out of concessional aid 
is making steady headway. During the current fiscal year, 
IDA's 30-50-year interest-free credit is to be only US$400 
million out of a total of US$4 billion, in sharp contrast to ear- 
lier years when concessional aid was nearly half of the total 
loans from the consortium, 

India complains that both the reduced size of the IDA 
kitty and China’s entry into the IDA loan recipients’ club 
have hit India alone because others’ shares remained unaf- 
fected. It argues that there should be proportionate cuts in 





other recipients’ shares, too, but seems reconciled not only to 


higher borrowings from the World Bank’s hard-loans win- 
dow but from the much harsher commercial banks. An In- 
dian official argued that the World Bank's non-IDA loans 
currently average an 8.8% rate of interest and 20-year 
period of repayment as compared to 11.2-11.6?6 for ex- 
tremely short periods offered by the commercidlbanks in the 
Euromarket. 

World Bank officials state that henceforth IDA develop- 
ment credit will go largely to sectors such as social needs. 
The Bank's relatively hard loans will be for infrastructure 
development such as power and railways — earlier financ- 
ed largely by IDA. Also, the Bank will consider lending 
to institutions which may be set up by India to help indus- 
trial units diversify their production under the impact of 
liberalised imports that might make competition diffi- 
cult. | 

At present, India's creditworthiness is high. But, Indian 
officials argue, it will remain so only as long as borrowings 
are low. They are worried over the bunching up of loan re- 
payments during the five years ending in fiscal year 1989-90 
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foreign-exchange earnings. 


when they will peak. However, both India and 
the Bank agree that the country is far from a: 
debt trap. The Bank believes India can keep its 
debt-servicing ratio confined to 20% of all 












scription of export-led growth, India is 
worried about its export prospects. The 


Aer agreeing with the Bank’s pre- 





and value-added exports suc 


world market conditions. 


_ Another Indian fear is that the balance-of-payments posi- 
tion will be worsened when the oil refineries being set up in 
Bombay go into production, consuming oil that it currently 

Coupled with a current-account deficit estimated by 

India at Rs 220 billion (US$18.1 billion) for the entire seventh 

plan, which is close to the Bank's own estimates, this factor 


exports. 
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.. BANGLADESH 
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. IWO views 


_of the Bank 
— agency 
or agent? 


|. "The World Bank has been involved 
— E in Bangladesh not only as the single 
— largest source of economic assistance 
—— won concessional terms, but also as coor- 
- dinator of all Western economic aid. 
Now the Bank is coming under criti- 
cism for attaching “too much condi- 
)nality" to its assistance. 


i lar est recipient of concessional loans 
—— ter India and China) from the Inter- 
|. national Development Association, 





~ the soft-loan arm of the Bank. It does 
. . not take World Bank ordinary loans as 
. their terms are considered difficult. 

E While principal finance secretary 
|. and finance a M. Syeduzzaman 


. says that World Bank aid to 
o Bangladesh is important in terms of 
.. quantity and composition, Planning 
a ommission officials are critical of the 
— Bank's policies. One said: “It is becom- 

ing more and agote projeetarenm 
totally disregarding t 

overall framework approach.” The 


* e scope for an 
i framework approach “would have 





Bank thinks that India should manage with 
even 8-9% export growth against the targeted 
export growth of 14% under the current seventh 
plan. Indian official quarters argue that export 
earnings have proved erratic and that the bulk 
of India's exports are commodities very much 
in demand at home. They think the exportable 
surpluses are not very high so far. There is some 
room for improvement in engineering goods 
as processed 
agricultural commodities, jewellery and gems, 
they believe. But that will depend largely on 


h Bangladesh in charti 
long-term goals," he said. 

A senior professor of economics of 
Dhaka University told the REVIEW 
that the Bank was “incapable of con- 
fronting the donors” with its own per- 
ceptions of aid needs of this country at 
the annual aid consortium meetings 
and instead, worked as an agent for 
them. “It is the chief ideologist of the 
donors, and exerts tremendous influ- 
ence on the government of Bangla- 
desh,” he said. 

The acting World Bank representa- 
tive in Dhaka, John Bowlin, however, 
appears reasonably happy about its 
lending programme in Bangladesh de- 

ite a slow rate of fund disbursement. 

uring fiscal 1984-85 the disbursement 
rate was only 16.5% of loans commit- 
ted in that year. However, he said: 
“Both the Bangladesh Government 
and the Bank are hopeful that fund dis- 
bursement will reach 20% during the 
current fiscal year [1985-86].” 

The Bank reckons that a five-year 
gestation period for an average project 
and a 20% annual disbursement rate is 
about right. Currently there are about 
50 Bank-funded projects in Bangladesh 
in various stages of implementation in 
various sectors — 40% in agriculture. 

The Bank and the government, 
while appreciating the bureaucratic de- 
lays from which both suffer, are critical 
of each other in apportioning blame for 
mee For example, the 13th import- 
credit programme, worth US$130 mil- 
lion, which should have been 
negotiated in September last year, 
could not be utilised. 

The Bank could not agree on the 


medium 








Oil drilling off Bombay: refining will make a difference. 
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causes worry in official quarters and dictates a determination 
to keep commercial borrowings to the minimum. 

In this context it is argued th 
rent long-term policy of liberal import of goods, services and 
technology will depend largely upon availability of conces- 
sional credits from abroad. Oo 


at the preservation of the cur- 





Syeduzzaman: call for a framework. 


terms of its implementation. “As a re- 
sult,” Bowlin said, “Bangladesh lost 
the money for ever.” However, A. H. 
Shahadatulpah, a member of the Plan- 
ning Commission, replied: “It was lost 
because [the Bank] on adding 
conditions, one after the other.” 

During negotiations, the first condi- 
tion was that the power tariff rate 
should be raised, he said. That biis 3 
reed. Then it was said that the su 
on fertiliser should be further lowered. 
And after that, it was suggested that the 
ban on import of certain irrigation 
equipment should be lifted. 

Said Shahadatulpah: “They come 
with 101 conditions. Du the pro- 
longed negotiations, they concentrate 
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INDONESIA 


No longer in 
distress — but 
still in danger 


he World Bank's affair with Indonesia could be de- 
| scribed as a sort of My Fair Lady story: the teacher who 
falls in love with his star pupil, thereby risking a broken 
heart. When the two first met in the mid-1960s, the country 
faced a national debt of US$2.5 billion with scant revenue in 
sight. In its zeal to save Indonesia from what was seen as a 
drift into ever more desperate poverty and reliance on 
Soviet-bloc aid, the Bank quickly established in Jakarta its 
largest field office anywhere in the world. 

Despite the country's thoroughly besmirched credit rating 
at the time, the Bank had enough faith in the fledgeling New 
Order govermment to argue Jakarta's case before the Inter- 
Governmental Group for Indonesia (IGGI), the consortium 
of Western aid donors that has been bankrolling the country 
ever since. Under World Bank tutelage — helped along by 









on a few issues, but at the last moment, 
further conditions are raised." 

Bowlin has a different story. He re- 

p "The government reacts at the 

, even after receiving the 

—— of the project.” 


—— roval of a 
has to go prea. at least 
stages in about 18 months: 


identification, pre-approval of fi 
ity and final approval. 
Bowlin feels that for quicker pro- 
d disbursement of 
— decentralisation of decision- 


and implementation of project 
ind tion of authority —— 
tia 


The Bank’s policy-based agrees ha to 
Bangladesh calls for increased dom 
tic-resource mobilisation, measures D 
increase export ea . allo ^ 
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windfall oil revenues 
— Indonesia has blos- 
somed into one of the 
more eligible borrow- 
ers on international 
credit markets and a 
sometime darling ol 
capital investors. 
Over the course of 
four five-year deve- 
lopment plans, rising 
development figures 
testified to the sound- 
ness of the Bank's 
precepts and the acu- 
men of Jakarta's eco- 








nomic technocrats. 
Together, the Bank 
and its Indonesian 
proteges weathered 


the storm of the first 
round of oil-price de- l 
clines in the early 1980s, Jakarta's decisive steps in 1983 — 4 
devaluation, bold tax and banking reforms and à rephasingof ^ 
costly development projects — continue to be held up asi 
models for other developing countries in such manifestos as 
the latest annual World Bank Development Report 

But the Bank has its own very definite ideas about what 
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project implementation. It also 
calls for free trade, allowing the inter- 
national financial institutions to play a 
policing role and free flow of interna- 


a grad p "Dat in practice, allege , allege —— 


only A Wied they serve the ateren of 
the donors. Donors are free to offer 
-tied aid which is not only expensive but 
also inadequate. They also — 
„from time to time, restrictions on im 

ports from the developing countries; 
the Bank fails to resist such moves, and 
as a result ends up forcing Jti 
countries to accept , Say 


“These are: the two facos ‘of te 
Com- 


World " said a 
. mission o de: shown to the reci- 
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Irrigation project: differing stories. 


pients and the other to the underwriters 
of the donor countries.” Meanwhile, 


the Bank has a vide a 
cial ce fond o Banglades Bang phddeestrhy Tor 
priate ects” to speed u 
project implementation. The Bank $ 
enco vernment to go 
for multi-year Ladset Isai Md. 
T aps ness a senior government offi- 
s assertion that “we are now be- 
coming more careful in accepting aid," 


the general consensus among profes- Sobhan feels that the seven 
sionals is that the government can should formulate basic itself — 


never say no to the Bank on any issue. . 
Another criticism is that —— d 









for everything are awarded — pertise . . . After all, you never get the 

to oriole firms even rym a most competent [to work here] 

some competent local bodies and firms  — only the second and third graders.” 
| 67 





policy measures are needed next, and it is by no means clear 
that Indonesia’s decision-makers will play along. Lingering 
world recession and the continued downturn in commodity 
markets has left Indonesia no time to rest on its laurels. The 
Bank’s 1985 report on the national economy for the IGGI an- 
nual meeting (REVIEW, 16 May) warned against “backslid- 
ing” on previous reforms and called for even more drastic 
further measures. 

“An early rationalisation of industrial and trade policy” is 
needed, the report said, to eliminate the “implicit subsidies” 
that prop up certain sacred-cow domestic enterprises at the 
expense of overall export-competitiveness. The Bank but- 
tressed its case with specific calculations of the negative value 
added — that is, the extra cost of domestic production com- 
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Transmigrated farmer: relieving pressures. 


pared with international purchase — of such goods as TV 
sets, generators and shock absorbers. 

The report warmly True this year's sweeping reform of 
the country's ports and customs system (REVIEW, 25 Apr.). 
But it warned that much more is needed if Indonesia is to 
generate jobs for its burgeoning workforce and make up the 
revenue shortfalls caused by the continuing oil-price slide. 

Such broadsides place the Bank squarely in the middle of 
the continuing national debate (now hotting up again) on 
how open an economy is ideal for Indonesia. Its natural allies 
in this fray are the foreign-trained economists in the Depart- 
ment of Finance and Department of Trade. Sumitro 
Djojohadikusumo — a former trade minister considered the 
"dean of the technocrats" — fired off a new salvo last month 
with a strong speech on the perilous paradox of Indonesia's 
relatively open financial regime (the currency is freely 


^. 


RODNEY TASKER 







convertible). as against its protectionist trade regime. 

Tariffs and quotas on vital industrial inputs, he argued, 
not only jack up living costs at home, but also raise price tags 
on Indonesian exports to uncompetitive levels on world mar- 
kets. The resulting strangulation of foreign-exchange earn- 
ings could threaten government revenue, banking liquidity, 
currency stability and gross domestic product growth. Un- 
employment — always a menace in overpopulated Indonesia 
— could rise and real incomes could plunge. 

In response to such prognostications, such long-time ex- 
ponents of industrial protection as Ginandjar Kartasasmita, 
chairman of the State Investment Coordinating Board 
(BKPM), and Industries Minister Hartarto reiterated their 
view that Indonesia’s economic independence requires a 
broader industrial base than sheer comparative advantage 
considerations permit. Tariffs, quotas and subsidies are still 
needed to give strategic infant industries a chance to grow to 
self-sufficiency, they argue. 

Officials in the BKPM, the Trade Department and other 
government bodies accuse the World Bank and its technocrat 
allies of short-changing the claims of economic nationalism. 
The charge is echoed by some of the private professional con- 
sultants who benefit from “local staffing” requirements of 
large contracts. 


last month that the World Bank pays lip-service only 

to the local-content and technology-transfer objec- 
tives spelled out in the contracts for projects financed by its 
ordinary-loans window, the International Bank for Recon- 
struction and Development (IBRD). Economic nationalists 
enjoy a good deal of credence at the highest levels of govern- 
ment, as attested by the state’s recent US$360 million equity 
bail-out and US$120 million loan-refinancing on behalf of in- 
dustrialist Liem Sioe Liong's troubled Indocement group 
(REVIEW, 25 July). | 

But in support of its own side of the policy debate, the. 
World Bank, too, has not hesitated to put its money where its, 
mouth is. In keeping with its stress on job-creation and tradé- 
promotion, the Bank now channels more than a third of its 
total US$8.9 billion worth of lending commitments in In- 
donesia into labour-intensive and export-oriented agricul- 
tural projects. Special emphasis has been placed on the am- 
bitious tree-crop estate development programmes through 
which Jakarta hopes to carve out a niche in potentially lucra- 
tive commodity markets while at the same time relieving 

opulation pressures in Java and Bali by transmigrating 
armers to the outer islands. 

The other major components in the Bank's lending 
portfolio include electrification programmes (aimed at sup- 
porting nascent industries and upgrading rural life); trans- 
port (with stress on export-boosting harbour modernisa- 
tion), and industrial development (particularly for small- 
scale enterprises). Education, currently comprising 996 of 
current World Bank commitments, is targeted to assume in- 
creasing importance in line with current World Bank 
priorities. Schools employ many people, use few imports and 
distribute benefits widely. Other services — health, family 
planning and nutrition — are expected to come in for more 
World Bank assistance as well. » 

This shift into the service sector, one economist argues, 
testifies to the bank's ability to incorporate social objectives 
into its lending criteria. Some critics have charged that the 
Bank's ERR, or “economic rate of return" test of all project 
proposals fails to allow for “externalities,” or non-quantifi- 
able benefits. Admittedly, the Bank's calculations place little 
store by such intangibles as interest-group politics or national 
amour-propre. But nothing about the Bank's project-evalua- 
tion process stops policymakers taking such imperatives into 
account. 

"There's no mystery to the ERR," claimed one seasoned 
project analysts“It’s basically just like a financial rate-of-re-- 
turn calculation except that instead of using administered. 
domestic prices, you figure it on the basis of international 


A Bandung consultant complained to a local newspaper 
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the ‘opportunity cost’ of a project in terms of alternative in- 
vestments. € when they know the real costs can host gov- 
ernments weigh them against the expected political gains 
- from their proposed actions and make an informed choice.” 
— What this analyst neglects to mention is that if govern- 
_ ments make the wrong choice, by the Bank's lights, they can 
tind their access to IBRD funding curtailed. “They lend on a 
- very sharply defined time horizon — five years at the out- 


_ side,” reported one Indonesian veteran of several project-aid 
| negotiations. “They review progress continually throughout 
- the life of the credit. There's no guarantee of renewal. And 
: En be very rigid about their economic dogmas.” 
He cited a US$205 million loan approved last year for 
small-scale enterprise financing. “The idea was to create an 
‘earmarked fund in the state banks to lend to little entrep- 
- reneurs in all regions and all sectors. World Bank participa- 
Mr gutted to only 2576, with the rest to come from depo- 
_ Sits and the central bank. 
- .. “The World Bank's resident staff here was solidly behind 
-the concept: after all, the ultimate beneficiaries were to be 
the little tradesmen and industrialists, the backbone of the 
—non-oil economy, the country's last best hope. As it turned 
— Out, though, we had to spend a week persuading the World 
Bankers in Washington that the use of central bank funds 
[which the state banks got at below-market rates] did not 
— constitute an ideolog- 
ically unacceptable 
ibsidy. And in the 
d, we wound up 
‘promising to review 
_ the funding base be- 
fore we could con- 


$ 


- elude the loan.” 
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he Indonesian of- 
ficial, who counts 

— M himself a tech- 
— nocrat and basically 
"on the same side" as 
the Bank, neverthe- 
— less feels the episode 
_ typifies a tendency on 

‘the part of the IBRD 
directorate to lose 
sight of local ac- 
- tualities occasionally 
in its pursuit of doc- 

-trinal purity. “After 
E. welfare evaluations are inseparable from development 
_ choices and it's impossible to impose a pristine, distortion- 
- free capitalism where none existed before. The best you can 
— hope for is that the inevitable ‘subsidies’ remain modest and 
benefit the greatest number of needy people." 

— Bythe same token, he feels the Bank's exhortations in the 
yearly country report might sometimes have the unintended 
side-effect of undercutting, rather than strengthening, the 
‘technocrats’ cause by branding their rather conventional 
. monetarist nostrums as some exotic form of imported spiri- 
_ tual pollution. “It’s our own fault,” he conceded, “for leaving 
F, it to foreign advisers to fight our public battles for us, while 
- we press our case discreetly behind the scenes." That is why 
_ he takes heart from the Sumitro diatribe and hopes the In- 
donesian technocrats can retain the initiative. 

—. This neo-colonialist taint has been applied to the Bank by 
‘economic jingoists at home and leftist detractors abroad ever 
since the IBRD's first plunge into New Order Indonesia in 
1968. In the wake of Sukarno's last few “years of living 
dangerously," massive financial first aid was needed to re- 
"schedule the foreign debt legacy, bridle hyper-inflation and 
- unfreeze capital markets. The International Monetary Fund 
Be peered Indonesia through this process in 1966-67, 

- backed up by the incipient IGGI. 

Only after the stabilisation of the economy was well 


McNamara in the field: socially conscious. 
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its splashy entry on the scene. But it lost no time in immersing 


itself in the macro-economic planning exercises then afoot as 
Indonesia prepared to launch into the first of five Repelita 
plans leading up to the country's “take-off” in the 1990s. But, 
with the early 1970s oil bonanza, economic nationalism be- 
came more assertive and the Bank's relationship with the 
government grew more distant. ! 

Today, though under current director D. C. Rao the 
World Bank resident staff in Jakarta has grown to number 21 
expatriates backed by 52 Indonesian nationals, the field of- 
fice remains very much at arms' length from the government. 
"The Bank hardly even gets to see to an advance copy of the 
new Repelita anymore," according to one economist, 
"Which is as it should be: it makes for more objective ad- 
vice. 

Nor does the Bank enjoy such a monopoly as before on 
the purveying of foreign economic advice: groups such as the 
Harvard Development Advisory Service, the Asian Deve- 
lopment Bank, economic attachés at the IGGI embassies and 
a host of private consultants all enjoy considerable official ac- 
cess nowadays. 

But if the Bank's advisory influence is on the wane, its 
credit commitments continue to grow apace. In 1984-85 
alone, commitments rose nearly US$1 billion, or 12%. The 
bank's Indonesian 
portfolio has evolved 
over the years, start- 
ing from straight im- 
port-financing pro- 
gramme credits and 
later graduating to 
project loans on soft 
terms from the Inter- 
national Develop- 
ment Association 
(IDA). Concession- 
ary credits markedly 
dried up after the Per- 
tamina debt crisis 10 
years ago: the IDA and 
IGGI members balked 
at providing soft loans 
to the government 
while the giant state 
oil monopoly was em- 
barked on a commer- 
cial borrowing spree. 

The Bank's Indonesian portfolio became increasingly 
weighted in favour of straight non-concessionary IBRD pro- 
ject credits, and in the early 1980s the country was declared 
"middle income" and so ineligible for further IDA borrow- 
ings. This change in Indonesia's status, combined with the 
Bank's leadership shift from the socially conscious Robert 
MacNamara to the more “bankerly” Tom Clausen, has made 
loan negotiations less cozy than those of earlier times. “We 
have to defend our proposals more rigorously than ever be- 
fore," said one Jakarta official. “Those guys are the most 
conservative bankers in the world." 

One unfortunate side-effect of the World Bank's exacting 
project standards is that less economically sound projects are 
left to find a roost in the government budget or the commer- 
cial credit markets. “The Bank, through its lending policies, 
can't wipe out official folly,” commented one economist. “It 
can only shift the risk to those less able but more willing to 
asume it." 

As for lending to the private sector, the Bank has limited 
its support to relatively modest small-scale entrepreneurs' 
projects. World Bankers seem to see big business — addicted 
as it is to government concessions — as part of the problem, 
not the solution. And the types of service-sector projects on 
which the Bank's attention is currently focused hardly lend 
themselves to private-sector management. o 
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How Bank of India used CitiBanking to help 
accelerate diamond exports by 40% a year. 


India's 13,000 diamond exporters created a 

US $1.2 billion industry —cutting and polishing 
miniature diamonds. To help smooth the way, new 
methods were needed to speed import payments 
and the reporting of export receipts. 

Bank of India, which has played a catalytic 
role in the promotion of diamond exports, turned 
to global electronic CitiBanking for the advanced 
capabilities required. 

“We use CitiBanking to transmit import pay- 


ments electronically and to get electronie eonfirma- 


tion of dollar receipts in New York;' explains 
Pushpa Wagh, Chief Manager of the bank's Opera 


House Branch in Bombay. “That gives our clients 
maximum use of credit lines and sets the ground- 
work for dramatic export growth" 

To find out how your Export Department can 
benefit from the world's most advanced and secure 
electronically delivered banking services, call the 
Citibank located near you. 

And put the Citi of Tomorrow?" to work for 
your company today. 
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SOUTH KOREA 


Star students 
are happy 
at the top 


outh Koreans are happy with their position as star 

students among World Bank borrowers. They are 

quick to point out the Bank’s favourable view of their 
economic achievements and management as evidenced in 
improved loan terms and the attitudes of visiting bank ex- 
perts to local recommendations, both from the bureaucracy 
and South Korean economists and planners outside the gov- 
ernment. One of the reasons for the World Bank's favoura- 
ble view of the South Korean development experience has 
been the success of many of its large infrastructural projects 
over the past two decades. 

Out of the USS$.5 billion which South Korea has bor- 
rowed from the Bank (recorded on an agreement, rather 
than disbursed basis), US$2.7 billion has been project tied, 
mostly to social overhead-capital development. Among 
these loans have been no fewer than eight totalling US$623 
million for railway construction and US$746 million spent on 
roads, particularly in rural areas. The Bank has also been in- 
volved in port-development projects, notably in the coun- 
try's main port of Pusan, and dam construction, the most re- 
cent example of which is the Chungju multiple-purpose dam, 
scheduled to be completed this year. The Bank provided 
US$120 million of the US$600 million needed for this mas- 
sive project. 

Most observers agree that these infrastructural projects 
have been the most successful part of the Bank's involvement 
in the country. While Bank-financed “roads that lead to 
nowhere" have faced criticism in other countries, the success 
of South Korean industrial development means the demand 
for better transport and communications has grown quickly 
— in some cases faster than the Bank expected. For example, 
in the 1970s Bank officials held back when offered a role in 
the construction of the Seoul-Pusan highway, which has since 
become one of the most important 
arteries of the country. 

One reason for the success of 
transport-related projects, par- 
ticularly railways, may have been 
the substantial network already 
in place, left behind by Japanese 
colonists, which served as a 
framework for further develop- 
ment. South Korea’s rail network 
in 1945 was already far more ad- 
vanced and concentrated than 
those in countries of comparable 
levels of income, 

In more recent years, World 
Bank projects have aimed at im- 
proving already existing in- 
frastructure. One of the most im- 
portant features of the Bank's 
programme in recent years has 
been the paving and improve- 
ment of rural roads, which are 
of remarkably low quality in 
comparison to those in urban 
areas. 


















In the area of urban transport, E 
Bank consultants are arguing for a s 
clearer government perspective on | Youngsan irrigation works: a 


whether to encourage 


"^tt 


private car ownership | 11 
(and help develop the ud if 
local — vehicle-man- AUI | 
ufacturing industry) |' assit 


or to improve and 
rationalise public- 
transport systems in 
the big cities. On rail- 
ways, a project is 
under way to improve 
signal systems, and 
Bank consultants are 
carrying out feasibil- 
ity studies on the pos- 
sibility of a rapid 
"bullet train" line be- 
tween Seoul and Pu- 
san. It was not so 
long ago that Bank 
funds went into the 
development of Ja- 
pan's famous bullet 
trains. | 
Another area which has received more attention recently 
than in the past has been housing. Here the Bank is helping to 
finance low-cost housing through loans to the Korea Housing 
Bank. It has been particularly keen to foster the develope 
ment of rented accommodation — a concept foreign to*this 
country on anything more than a temporary basis. 
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popularity since the early 1970s when the Bank initiat- 

ed its first project of this sort in Kwangju — an obvious 
choice as the capital of the heavily agricultural southwest 
ern South Cholla province, left behind by the industrial 
development projects of president Park Chung Hee's gow- 
ernment which were concentrated in Park's native Kyong- 
sang province in the southeast, and a hotbed of political dis- 
sent. 

The Bank's regional project tried to attack the problems 
of the area from all angles: including a vast flood-control sys 
tem on the Youngsan River (to which US$143 million of 
funds from the International Bank for Reconstruction and 
Development, the Bank's main lending arm, and US$15 mif 
lion from its soft-loan arm, the International Development 


T= idea of the integrated regional project has gained 
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Association, were extended between 1972 and 1977), and 
heavy investments in roads, sewerage, and other infrastruc- 
ture, including the construction of an industrial park near the 
city. More recently, in the 1980s, the Bank has been involved 
in a comprehensive plan for improvements in the area 
around the city of Chungju in the centre of the country. 

A South Korean planner who has participated in several 
projects with Bank officials and consultants recalls that the 
Kwangju project “dragged on somewhat, and many high 
hopes among local people for immediate results simply could 
not come true." However, he says the ideas involved were 
new to South Korea, and have had a profound influence on 
attitudes among local planners in coping with regional issues 
in a comprehensive manner. He also feels that the Bank's 
emphasis on disadvantaged regions is well advised, given 
the country's chronic over-centralisation problems. In this 
case, and many others, he says, World Bank officials have 
given a fresh perspective to local planners and officials. 

At the same time, there has always been some friction be- 
tween Bank officials and local ones, particularly those highly 
educated South Koreans, frequently holding foreign docto- 
rates, who preside over economic policy and planning deci- 
sions. Another local planneroutside of the government com- 
plained of the jet-set style of many Bank people who drop 
into the country, offer expert advice and leave without listen- 
ing to local opinions; not a wise approach to a country where 
personal relationships mean much more than degrees or ex- 










Seoul underground: next a bullet train? 


pertise in many cases, and Confucian self-deprecation is the 
best rule of thumb in gaining the respect and trust of others. 

The Bank has not been without its share of projects with 
unhappy endings here. Even officials at the Ministry of Fi- 
nance, which oversees the Bank's operations, admit that a 
loan it was talked into extending to the Korea Heavy Indus- 
tries complex in Changwon — perhaps the greatest single 
white elephant created by the over-optimistic industrialisa- 
tion drive of the 1970s — was a mistake. 

Less well publicised was a loan extended around the same 
time to another pet project of Park, the Bomun Lake tourist 
development in the ancient city of Kyongju. Landscaped sur- 
roundings, an artificial lake and flashy Western-style hotels 
were supposed to draw foreigners to the area, but they never 
arrived in the numbers expected. 

The recently opened Karak-dong agricultural-produce 
market on the southern outskirts of Seoul was heavily fi- 
nanced with loans from the Bank, and the signs are that it will 
take a very long time for local merchants to adjust to working 
in one of the world's largest and most up-to-date agricultural 
markets. Merchants from around the city refused to move to 
the new market for months following its opening in May, be- 
cause the computerised transaction-recording system 
threatens to tamper with established business practices which 
involve a large amount of tax dodging through doctored 





documentation. o 
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Under attack 
— and caught 
in a dilemma 


s the economic crisis persists in the Philippines, Wi 
World Bank would seem to have a lot to answer for 
More than any other country in Southeast Asia, th 
Philippines has been the target for World Bank lending ove 
the past 25 years, with project and programme borrowh 
totalling nearly US$4.5 billion. The Philippines rose to th 
forefront of World Bank import-substitution policies durin 
the late 1950s and the 1960s; led the charge among develop 
ing countries towards export-oriented development in the 
1970s, and was among the first recipients of structural-adjust- 
ment loans (SALs) in the early 1980s, z 
What the country has to show for all this is the lowest 198 
gross national product growth in the region — a contra ion 
of 5.5%, with estimates this year ranging from —3% To 
zero growth. Its export performance shows marked drops 
in major agricultural commodities — bringing the need to im 
rt rice for the first time in nearly a decade. Meanwhile, 
our-year-old World Bank industrial-support loan has hard? 
been touched; an increasing percentage of the population 
lives below poverty levels; there is massive unemployment 
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and project loans are becoming virtually obsolete — as the 
government is unable to provide sufficient local financ n 
with the budget deficit projected to be almost double the 
target for the year. 

And, in the only country in the region where a domeste 
cally based communist insurgency is growing. the World 
Bank is taking a lot of the blame for the country’s ills. Iris 
rare that an anti-government demonstration ends without 
some speaker lambasting the World Bank for its “ime 
perialist" lending practices, citing it as a tool of Americam 
economic domination of developing nations. World Be 1k 
policies are designed exclusively, the argument goes, to fos- 
ter a climate in which American multinationals can reap pi o- 
fit from the export of Philippine resources. The Bank is alse 
chastised frequently for using the Philippines as its “guinea” 
pig" for unproven development-lending programmes. | 

Nothing is as clear cut as such speakers claim, but th 
Bank does find itself in a dilemma in the Philippines, and the 
poney debate, while muted publicly, does go on both in the 
ield and at the Bank's Washington headquarters. Most dif 
ficult is analysing what went wrong — and how much of tha 
was influenced by bank policies and lending practice — and 
more important, what the bank can do to alleviate the situa- 
tion (in conjunction with the International Monetary Fund? 
more short-term stabilisation and debt-restructuring proe 
gramme). : 

For the first time, for example, the World Bank is plan 
ning to coordinate a major sectoral loan with stringent IM 
conditionality in the dominant coconut sector, stressi Vg n 
forms which carry a significant amount of political influeno 
Whether the unique programme will be accepted, let alone ~ 
work, will help determine the future role of the Bank in the a 
Philippines, As in a number of countries, one continuing © 
problem for the bank lies in its attempt to ignore political as- 
pects of economic problems. In the Philippines, economic — 
policy adjustments have always been made within a politicil 
context, with loan awards becoming political capital for the f 
government of President Ferdinand Marcos as well as, in f 
some cases, actual loans being used for political patronage. | 

In the years following the oil crisis of the early 1970s, the | 
Bank in the Philippines also learned that countercyelical f 
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budgetary policies stretched gov- 
ernment finance*too thin, forcing 
excess borrowing and limiting 
government ability to make use of 
loans approved. Of the 101 loans 
granted by the World. Bank to 
Manila, only 49 had been fully dis- 
bursed as of 30 June. A US$16 
million water-supply project ap- 
proved in 1979, for example, has 
yet to be touched. And a medium- 
scale irrigation scheme from 1980, 
worth US$71 million, still has 
US$53 million undisbursed. Simi- 
larly, an elementary-education 
loan approved in 1981 for US$100 
million, is still 90% untapped, 
and is embroiled in a corruption 
case over the purchase of school 
desks. 

But even more important than 
the project loans — which must 
remain on the back-burner until 
the government has the ability to 
provide counterpart funding once 
again — are the broader-based 
loans the bank stressed beginning 
in the 1980s. These were of two 
types. 

First were sectoral loans designed, as one development 
banker says, to forge the building blocks necessary for deve- 
lopment. An industrial-finance loan of US$150 million given 
to the Central Bank of the Philippines in 1981 is a good exam- 
ple. Called the Apex facility, the fund was to include an iden- 
tical US$150 million component provided by foreign com- 
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Central Bank: unused loans. 
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Demonstration against 'US-Marcos' dictatorship: the Bank is a target. 


mercial banks, to be used to allow industrial firms the means 
for a medium- to long-term finance facility. One of the nag- 
ging problems the Philippines faced in the 1970s was a predo- 
minantly short-term finance capability, and the loan was sup- 
posed to offer an alternative. But with lending rules placing 
the onus of foreign-exchange risk with the borrower, very lit- 
tle of the fund was used. To date, a mere US$35 million has 
been borrowed. 

Similarly, following the 1981 recession which led to a reas- 
sessment of the textiles industry's feasability, a US$157 mil- 
lion World Bank loan was obtained for the restructuring of 
the industry. Upgrading capital equipment was thought to be 
a key to rationalisation and efficiency. As of 31 March this 
year, US$114 million remained undisbursed, and recently 
the loan was cancelled by the Bank. 


such as the quick-disbursing SALs effectively to cover 

what were estimated to be foreign-exchange earnings 
shortfalls as a result of policy reforms such as tariff liberalisa- 
tion, interest-rate decontrol and improving industrial incen- 
tives. The World Bank has approved two such loans, total- 
ling US$502.25 million, one in 1981 (US$200 million) and 
one in mid-1983 (US$302.25 million). 

But, as the World Bank itself says in a number of its 
analytical reports on the economy, time lags in implementing 
the policy reforms along with gestation periods for capital in- 
vestments to take hold were exacerbated by international re- 
cession and the government's own inaction in critical areas 
such as agricultural credit, pricing and marketing policies to 
allow for the reforms to take hold and truly have a positive ef- 
fect on the economy. The political crisis beginning with the 
2] August 1983 assassination of opposition leader Benigno 
Aquino did not help either. 

What the Bank refuses to say, but is implied in much of its 
analysis, is that the political will from the top was lacking in 
pushing through true reform. In many instances, while the 
so-called technocrats with whom the Bank dealt understood 
and agreed with its prognosis, political intransigence in eco- 
nomic sectors such as the sugar and coconut monopolies 
upset the balance needed for the reforms to work. 

Rather than the Bank being one of the culprits responsi- 
ble for the economic crisis, as tlie Left would have one be- 
lieve, a number of its staff and consultants argue that it is pre- 
cisely the limitations the World Bank imposes on itself 


T: second approach was the use of programme loans 
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which frustrate success of the programme in the Philippines. 
The primary issue then becomes the shift from project 
conditionality, which is precise in terms of project specifica- 
tions, tender qualifications and shared cost, to that of wide- 
ranging programme or structural-adjustment conditionality 
— which, at least for Manila, has become a political tool. The 
need for an overhaul of the dominant coconut and sugar in- 
dustries, and whether the government can institute re- 
| forms, will do much to help determine whether the Bank can 
| effectively perform a role beyond narrow project lending. 
Soon, the World Bank ts expected 
| to formalise a unique sectoral loan 
for the coconut industry — tradition- 
ally the country's largest export 
earner — which has experienced a 
| dramatic drop in production and ex- 
ports over the past few years. (Dur- 
ing the first six months of 1985, total 
volume of traditional products was 
off nearly 30%, while export value 
was US$215.3 million, 43.7% down 
from 1984.) 
The industry is controversial not 
least because of its economic domi- 
nation by Eduardo Cojuangco, who 
as a so-called “crony” of Marcos has 
amassed millions through his mono- 
poly of milling and marketing over 
the past eight years. The Bank, 
which has been studying the industry 
closely during the past 18 months, 
wants the monopoly decentralised 
beyond the dismantling on paper of 
the milling groups controlled by 
Cojuangco interests, which Marcos 











decreed in January. As the majority of coconut farmers are 
smallholders, the bank wants farmers to be able to export di 
rectly — removing restrictions on copra exports, for example 
— and allowing a less controlled buying. milling and market 
ing network, a "greater transparenc\ the bank terms 


throughout the industry. Most controversial, undoubtedly, 


will be demands that all accounts of the coconut industry be 
audited in detail. 
The enticement for the government ts new loan for 


coconut replanting, a programme already in place but which 


has been suspended after the 
coconut levy was lifted tormally if 
August 1982. Many of the countrys 
coconut trees,ar nd their pro» 
ductive years, and Cojuangco, Whe 
owns exclusive rights ver the 
hybrid coconut seedlings, would wer 
come the loan nageca iat it 15 


not clear whether the government 
will go along with the strict. com 
ditionality for the loan to be ap 
proved. 

A similar study ts 
the distressed sugar industry, which 
is even worse off than coconuts, and 
still is largely controlled by another 
Marcos crony, Roberto Benedicto 
The Bank is also considered using 
the International Finance Corp. asa 
vehicle for helping the *debt-ndden 
government banking sector, in Which 
bad accounts are expected to be plac 
ed into a new institution for dispos- 
ing of the assets. Plans are still undei 
negotiation oO 


being made OF 
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The Far Eastern Eco- 
nomic Review is now 
publishing a quarter- 
y index which details 
| by country and date 
everything that hasap- 
peared in the Review. 
The index is availab 
| on a quarterly basis. 
Subscribe now and 
each quarterly index 
will be sent to you 
automatically as soon 
||| as it becomes avai 
able. A vital research 
tool, the Review in- 
^ dex will save hours’ 
of needless search- 
ing for information. 
ORDER YOURS TO- 
| 
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hen it comes to developing new services and attracting 
new customers. Investments in office automation, 

.— for example, are expected to reach 
EY — OEN — = 1987. 














The Circulation Department, 
Far Eastern Economic Review, 
GPO Box 160, Hongkong. 

















are becoming more "nj more sophisticated. 
our innovation is making 
the most reliable and 

beneficial bank for customers at large. 
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THE WORLD BANK AND THE US 


A slight shift 
towards 
accommodation 


uiet accommodation has evolved between the World 
A ank and sceptics in both the administration of US 
President Ronald Reagan and the US Congress. 
“They [the US] have come a long way from naive attitudes 
that we were some sort of welfare agency, and have over- 
come distrust about the Bank's role, but only recently have 
many in the administration and congress acknowledged the 
Bank’s policy role,” a World Bank official told the REVIEW. 
And a congressional source said: “There is clearly a less con- 
frontational attitude towards the Bank both here and in the 
White House." 

To what degree this new mood reflects a shift in the US 
stance and to what degree it reflects a re-orientation by the 
Bank is hazy. The Bank's move towards less pro- 
ject lending and more policy-oriented lending 
and promotion of the p sector has clearly 
assuaged some US doubts. Another factor, con- 
cedes a US official, has been the Third World debt 
crisis. "Since the 1982 Mexico shock, our view of 
multilateral institutions like the Bank and the Inter- 
national Monetary Fund has evolved quite a bit,” he 
said. 

A senior US Treasury official told the REVIEW: 
"There's quite a bit of misperception, but we are 
strong supporters of the Bank. I think there has 
been a shift in style, at least." A Bank official said 
there have been changes in its operations, but “not 
from US pressure, but from the world economic 
situation. There is a growing realisation that the 
best project will not succeed without the proper po- 
licy environment, and this leads to more Bank in- 
volvement in macro-economic dialogue." 

The US has opposed Bank efforts to expand con- 
cessional lending through its soft-loan arm, the In- 
ternational Development Association (IDA), as 
well as more innovative Bank-generated ideas such 
as the creation of a new commercial-lending arm to 
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lucky to get as much as we did for IDA-7 through congress.” 
Another senior US official linked IDA-8 and a GCI. "Jim : 
Baker is not keen on going to am p with IDA-8 and a GCI ` 
at the same time," this official said. "Unless there's an 
ironclad case for a GCI now, we'd like to stagger the two." 

A senior Treasury official said that while the US is nori 
against a GCI, the drop in lending and record profits give the © 
Bank "sufficient flexibility to cope with any surge in lend- 
ing." He added: “Through technical adjustment at the mar 
gins, the Bank could raise an additional US$1-2 billion." Top 
Bank officials have said recently that lending will not be able- 
to exceed US$13 billion a year unless it gets a GCI. But when 
pressed, one told the REVIEW that through mechanisms such” 
as using the US$860 million of its 1985 profits now in reserves 
and reducing maturities on some loans, the Bank could 
stretch its resources. Bank president Tom Clausen said ear 
lier this year that a GCI of US$40 billion would be needed in- 
fiscal 1987. But Bank officials have in recent months” 
backpedalled on the amount and timing of a GCI. 

The slowdown of the US economy has also given rise to 
US fears of a new round on the horizon in the debt crisis, and 
an increasing feeling, as a senior Treasury official told the 
REVIEW, that “the Bank should play a greater role in manag- | 
ing the debt problem." This official Said that the IMF “should — 
not become a long-term growth and adjustment institution — | 
that's the role of the Bank.” He added: "The Fund . . | 
shouldn't undermine ifs 
character by getting into long- — 
term adjustment program- | 
mes.” | 

At the same time, the debt 
situation has to be reviewed — 
and the debt-service burden - 
among major Latin debtors — 
and other debtors such as the ~ 
Philippines "is a serious con- ` 
cern." The official added; 
"There's a feeling that LDC 
debtors can't take much more - 
austerity, yet they havent” 
turned the corner yet. The | 
banks may have to take some 
write-offs.” Another official . 
said: "Many LDCs could do i 
more to open their econ- 
omies.” But he conceded that | 
“the drop in new private bank — 
lending undermines the as-— 
sumption of the debt-manage- — 
ment strategy that the LDCS 


increase capital flows to less-developed countries | Baker: reiterating rnanciac wes! policy reforms will attract new | 


(LDCs). But Bank officials say the US is generally 
4 nee of its direction. One cited an August letter from 
US Treasury Secretary James Baker reiterating US support 
for the Bank. 

A confidential report by then outgoing US executive di- 
rector of the Bank James Burnham earlier'this year also gen- 
erally endorsed it. However, the REVIEW has learned that 
the report criticised it for not inducing more reform of tariffs, 
taxes and interest rates among heavy-borrowing LDCs, and 
argued that it should pay more attention to fostering invest- 
ment climates. 

Two particular points of contention between the US and 
the Bank have been the future of the IDA-8 replenishment 
and whether to approve a general capital increase (GCI). 
The US opposed a real increase in IDA-7, which remained at 
US$9 billion. In the 1986 budget unveiled in February, 
Reagan said: "In light of current severe fiscal pressures, the 
administration is not budgeting for the future replenishments 

. ." of IDA and other multilateral institutions. 

A senior US Treasury official told the REVIEW, however, 
that the budget message only indicated the US was reviewing 
its position and added: "There's no doubt that we will sup- 
port IDA-8, but we have real budget problems and we'll be 
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money." | 

US officials have not sorted out exactly what role they” 
would like to see the World Bank play in handling the debt — 
crisis. When pressed, a senior official cited its role in a recent 
US$1 billion loan package to Chile, where it guaranteed ~ 
US$150 million in new money. A World Bank official said: 
"There're a lot of ideas floating around for the Bank to take 
on medium-term debt management, but it will be a while be-— 
fore we actually take on any new role." xi 

Several US officials were critical of Clausen, and one said: — 
"[He] has not projected the image of having a clear strategy ` 
for the Bank's role." But when asked about rumours that — 
Clausen would step down at the end of his term next year and — 
be replaced by US Federal Reserve chairman Paul Volcker. a. - 
senior official said: “I’ve heard the rumours, but Volcker's 
not the type to exercise real hands-on management that the 
Bank needs." 

While there is clearly a residue of US scepticism towards 
the Bank, in both congress and the administration there ap- 
pears to be a new current of pragmatism, and an at least tacit 
realisation that free-market ideology alone may not be 
enough to foster development or solve the debt problem fac- 
ing many LDCs. "m 
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orld Bank understandably w wants more resources 
d to developing countries. That is fine in a sense, 
se. its loans often come along with a lot of useful 

ce which other lenders, commercial banks or in- 

al countries, are unable to provide. But the trouble is 
he end of the day, it is all debt. 
lebt the best way of financing development? The an- 
) that is emphatically no, unless it is leavened with a 
Ithy mixture of equity. The debt crisis proved this. But, as 
her multinational corporations nor portfolio investors 
about to pour extra billions into the developing countries, 
Situation is not going to change in a hurry. 

jere is one organisation which is in a position to make 
impression on the present debt:equity imbalance — the 

national Finance Corp. (IFC), itself an arm of the 
rd Bank, though a 
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banks lend a similar 
unt. The IFC by com- 
son invests just around 
illion a year. The | 
ad its capital doubled a year ago — to USS$1.3 billion. 
iparison, the World Bank is capitalised at some US$58 
(of which admittedly only US$5 billion or so is actually 
, though it can gear up on the rest). 
5: hardly surprising: the whole ethos of development 
as for many. years been biased towards debt and 
tions. This needs to change and change fast, un- 
ial banks are prepared to accept a capital:asset 
on their developing-country lending. 














C should be much bigger in terms of capital resources 
ivestment activities, as does the IFC's executive vice- 






1a prime mover in transferring resources from the de- 
ed to the developing world. That is well and good in 
. In practice the IFC is going to have to catalyse an 
ot of money if it is going to make a dent in the ratio of 
o ing country debt to equity. Normally it attracts 
US$3 billion of outside money for every US$1 billion 
sts itself. 















will eed to remain a major conduit for trans 






line with the IFC's view of what should be the scope of its own 









GROWTH PROJECTION OF FOREIGN 
INVESTMENT BY US PENSION FUNDS | 


deum Pension Fund Assets 


1,800 100 particular, the IFC will be 

l , 90 concentrating on India, 

1,600 ‘Pension Fund Assets 80 China, Indonesia and Ma- 

: 1,400 invested in Foreign . laysia in the Asian region. 

yO it " " o does is 1,200 E Securities — ; i Recently the IFC entered a 
nuch for.the overa | joint partnership with 
| of private-sector in- | 1,000 y 50 Peugeot for motor-vehicle 
IT nt in the developing 800 40 production in China. A 
|. The World Bank 600 30 novel feature is that the. 
some ee — or 400 4136 20 Chinese Government. has 
ear to the developing promised to offer the 
ntries and the commer- E 0.5 ea o No E ny Chinese public shares in the 

(1 1975 1980. 1 983 1 984 1 985 1 990 


Source: InterSec Research Corp. 





“foreign portfolio investment to the developing countries is. 


] rid Bank president Tom Clausen.rejects the idea that 


ident Sir William Ryrie. They see it as a “catalyst” rather | 


| Fund for attracting Wester 


World Bank, meanwhile, has not enjoyed exactly | 
P opio of Thur 1 varg eq 


success in its efforts to catalyse co-financing from. 
banking. sources. The conclusion must be that. 








if we are a minority hareli. We like to have [only] C 
of the equity in a project." (The IFC also makes loans to pro~ 
jects, which explains the overall ti ratio of its participa- 
tions.) "So we must gear up to get private investors in — 
foreign and domestic — with IFC in the middle. If we quad- 
rupled our capital could we find enough co-investors?" _ 
It is true that foreign direct investment by multinational 
corporations has slowed in recent years to around US$7-8 bil- 
lion a year, which at first sight does not seem too far out of 


investments. But it is equally arguable that, if the IFC had 
considerably bigger sums of its own to invest in developing 
country projects that might help stimulate the private-invest- 
or confidence which has been lacking. .- 

The IFC does have a power to guarantee private invest- 
ment in developing countries but is hesitant about using it. 
Ryrie admits that “there is room for expansion if you go out 
and find business. Last year we raised investment for our own 
account by 55% and [outside] participations increased by 
35%.” Last year, IFC invested in 75 projects — equity and 
loan participations — in 38 developing countries, with par- 
ticipation from 82 companies from- developed countries. 
They involved a wide vari- 
ety of private-sector ven- 
tures. |] 

Asia will be the IFC's 
"area of greater future ex- 
pansion" as Ryrie puts it. In 
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venture after a number of 
years.. 

In the longer term, the 
IFC’s efforts to attract 
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likely to prove far more effective than its attempts to gal- 
vanise or catalyse foreign direct investors. “One of our ambi- 
tions,” Ryrie told the REVIEW, “is to catalyse pension 
funds.” That isa very worthwhile objective i in view of the pre- 
sent and projected size just of US pension funds let alone Ja- 
panese and European pension funds. “But the portfolio 
channel will be slow,” warned Ryrie. 

Maybe it will, but arguably it would be quicker if the 
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. World Bank group as a whole was oo to devote more 


in terms of manpower resources to the IFC's capital market 
development activities. Clausen, however, does not appear 


 tosee this.as atop priority. The IFC's capital-markets team is 
doing a very good job at present, not only in helping coun- 
tries develop their domestic capital markets so that they can 


attract more equity investment from. their own and. foreign 
investors but also in helping launch various country invest- 
ment funds such as the Korea Fund (and. soon the India 
Fund) on foreign stockmarkets. 


The IFC is also promoting an. Eeer — Growth 




















CREDIT LYONNAIS 
SUGGESTED ECU. 


orporate Treasurers are well 
aware of the problem: How do 
you predict the unpredictable? 


Finding a currency that 
fluctuates less than the others 
should certainly help... Such a 
currency exists. It’s the ECU, 
and no wonder it is suddenly 
becoming very popular. 


Right from the start, Crédit Lyonnais, a bank 
with over 90 billion dollars in consolidated assets, 
has been a pioneer and leader in this fast develop- 
ing field, so that naturally, its corporate customers 
for ECU business are expanding rapidly. It has also 
managed or co-managed two-thirds of all ECU bond 
issues, made considerable numbers of commercial 
ECU loans and helped set up the ECU Travellers 
Cheque Company. 


If you would like to know how we can help you, 
consult one of our branches worldwide - we have 
offices in 70 countries -or contact our headquarters 
in Paris. We just might have something to suggest. 


e Treasury and Foreign Exchange Department 
T 33 (1) 42.95.70.00 - Telex: 239 926. 


einternational Finance Department 
T 33 (1) 42.95. 28. 59 

Telex: 230 951. 

16, rue du Quatre-Septembre 
75002 Paris. 




















Why banks all over the world 


are switching to 
Burroughs computers 


Today, banks around the world 
are faced with the soaring cost of 
managing information and the 
growing need to use this data quickly 
and easily. 

That’s why so many banks use 
Burroughs systems to increase 
computer productivity while de- 
creasing operating costs. With 
Burroughs, they can manipulate 
information rapidly for their long- 
term planning needs. 

For example, Burroughs A Series 
mainframes are designed to cost less 
to run, need fewer support people, 
and allow users to increase pro- 
cessing power up to 70 times without 
reprogramming. 


The latest addition to the Series — 
the AI5 — is the most advanced yet 
simplest mainframe to operate. 
Coupled with the software package 

- Research Analysis Language 
(RAL) — your bank will have the 
most powerful set of statistical and 
analytical tools available. 

For years, some of the world's 
leading financial institutions have 
benefitted from this major problem- 
solving capability. 

Being able to forecast economic 
conditions, analyse a variety of 
scenarios and plan for the future are 
necessary tools for all high net worth 
banks. Burroughs recognizes that. 


What’s more, because we know 
most banks and financial institutions 
have already invested heavily in 
computer operations, many of our 
systems are designed to communicate 
with a variety of other systems. 

Cost efficiency and long-term 
planning capabilities are what banks 
look for in a computer company. So 
it’s not surprising so many banks 
are looking to Burroughs. 


wy 


= Burroughs 




















ern Economic Review by an overwhelming majority! 


aralleled coverage! 


p Review! ! 


une | pe p erformance! 


to its bcn mE of more be n 63,500 copies per issue. 


A growing number of advertisers have taken full advantage of this impressive growth. Last 
year the Review carried 2,566 pages of advertising from nearly 600 of the world's top cor- 


porations. 


Advertisers know beyond question that the Review reaches the highest concentration of 
Asia’s most important people. And they know that as an effective advertising vehicle. its 


performance is unequalled. 


SRG Executive Surveys — Asian Executive Study 


No other publication in Asia or anywhere tor that matter provides such depth ¢ 

-of coverage of events throughout the region. Don't just take our word for it. Ask à | 
. ple you look up to and respect the most which publication they turn to for unparall 
. coverage of Asang news. The overwhelming response will be the Far Eastern Econon 


the. most Arena sehen in one region on coverage e of poss dos affa airs. * 1's the Far a T st- 





International trade demands quality 


bank service. 


Customers involved in inter- 
national trade look to Mellon 
for personal attention and fast 
response for their needs in: 

* Letters of Credit 

* Import and Export 


Count on 
. |to deliver. 





Financing 

- Structuring Creative Trade 
Transactions 

* [nternational Funds 
Transfer 


* Foreign Exchange 
* Foreign Collections and 
Reimbursements. 


The Mellon network. 

We have offices in 18 countries 
plus extensive correspondent 
banking relationships around 
the world. This provides the 











contacts needed for access to 
new markets and up to date 
knowledge of the foreigr 
marketplace. 





It's easy to count on Mellon. |. 
Just contact our International |. 
Trade Banking specialists: In |- 
Philadelphia call Wes Winfree 
at.(215) 585-2886 or in Pitts- 
burgh eall Bill Flynn at (4 

234-6429. | 
















Buenos Aires * € 
Grand € ayman ow: 
London * M 
Melbourne + 
Milan * pond 
Janeiro * Se 
Sri bane +: 
Tokyo * "Tor 4. 





. "Taipei . 











Kredietbank 


S.A. Luxembourgeoise 


Your International Banking Partner 
in Luxembourg 








(in millions of Luxembourg Francs) March 31,1985 — — 
Total Assets 206,357 11.5% 
Customers’ Deposits 123,417 23.6% 
Capital, Reserves and Borrowed Capital 6,231 18.296 
Provisions 8,237 29.096 
Net Profit 590 25.596 


* 280 bond issues and private placements - equivalent to US$ 18 billion- 
lead-managed or co-managed by Kredietbank International Group 
during fiscal year 1984-1985. 


* 52 bond issues in ECU - lead-managed or co-managed by Kredietbank 
International Group - aggregating ECU 3.2 billion and representing 
9896 of the total amount issued in 1984. 


* 1,000 securities issues have been listed through KBL on the Luxembourg 
Stock Exchange. 


* KBL is acting as paying agent for over 2,100 bond issues, representing 
an equivalent amount of US$ 100 billion. 


* 40 investment funds, with an aggregate capital value of US$ 1.5 billion 
are domiciled at KBL. 


* 600 holding companies are domiciled at KBL. 


Subsidiaries Representative Offices 


Kredietbank (Suisse) S.A. KB International (Hong Kong) Ltd. Australia, Brazil, Hong Kong, 
7, Boulevard Georges Favon 16/F The Bank of East Asia Building Japan, Mexico, South Africa, 
CH-1211 Geneva 11 10 Des Voeux Road Central Spain and United Kingdom. 
Switzerland Hong Kong 


The Annual Report is available in English, French, Dutch or German on request 
addressed directly to our principal office. 


An itemized balance sheet and profit and loss account have been published in the "Memorial-Recueil Spécial des Sociétés 
et Associations’ of the Grand-Duchy of Luxembourg 





KREDIETBANK 


S.A. LUXEM BOURGEOISE 


43, Boulevard Royal 
L-2955 Luxembourg 
Phone 47971 
Telex 3418 









i Pa by way of condition ality. But the fund’ s major liséehoh 9 
i becoming tóo much of an aid organisation. 
- ers that the fundis being drawn into angie 


Which it was not designed for,” noted 
Washington. “They cannot liquida: ie ther 


ers) ds be a further sharp 





e front line 


mhe memana Monetary Fund is suffering | fio a 
» kind of aid fatigue. No doubt its clients, especially those 
in the developing countries, who are currently bein 

q ueezed. iby IMF austerity programmes would. not ag 'ex 




























ers — especially the United States — argue that. the | 


"There is a suspicion on the part of major I 


On the other hand, you have th 


, A in Y: á nan *- ipie 
countries that the speed of adj justment is too fast.” "Almost all 


major members of the IMF, with the notable exception of 
France, take this rather hawkish view, it appears. 

Thus the developed countries would probably be only too 
happy to see the IMF's Bretton Woods partner, the World 
Bank, move into the slot and take over the tole: of financing 
long-term recovery in the de- 
veloping countries now that 
the IMF has cauterised the 
wounds of the debt crises and 
stemmed the haemorrhage of 
panic capital outflows: US 
Federal Reserve chairman 
Paul Volcker, maybe in tacit 
conspiracy with [MF manag- 
ing director de 


15 Billions of SDRs 


ZjExtended facility* 
! Oil facilities 





changing of guard. | ds 
In a sense, the IMF has al- 3- 
ready begun to sound the re- 


lll Reserve tranche 






Source: IMF data. 
. Note: D uring pi 





rather than enlarging its net 
new financings. The only 
thing that could alter this - 
Eo (short of an-un- 
ikely shift in psychology 
among its major sharehold- 


fall in’ commodity prices, fay 
Sharp peus to attract com: | 
pensatory financing from the 
IMF. -. z 
In line with the gihe: of. 
the US and some European | 99 
countries, the IMF owib- 
gradually be cutting back on © 
what is known as its policy of. 
enlarged access to financing. 

Introduced in 1981, this po- 

licy offers member countries 

with balance-of-payments 

problems access to substan- 

tially larger sums (and for- 
longer periods) than their: 
normal.q quota with the fund f 
would entitle them to. But 








treat. Over the next few . 

years, ‘the fund will very 0. 

probably be pulling money (1947 — "54 a eo | 
out of the developing world: Poon 










































1 
| 
| 


buffer stock financing facilities 


Jacques ; ; 
Larosiére and World Bank lll Compensatory financing and 
president Tom Clausen, re- 6 
cently advocated such a | Credit tranche** 


eeeee eee ee eee eee 
* ki éx 1 D 


e riod of all fund members. 


m" 


The hawks appeat to he 

made by a group of less-develo 
IMF (the Group of 24 or G24) at 
Seoul in October to wrest more | 
Among other things, the G24 w 
of the IMF's special draw: 
boosting international liq 
the principal international. 
that the share of the weig 
tions such as the IMF held 
nicieased to 50% of the total. 


| t seems highly unli 
they seek, and mean 
E treat will continue. Roi 
total outstandings of some 
compensatory financing fa 
shortfall in export earning 
IMF expects to collect b 
US$7.5 billion or so in CFF 
ing which went out durin 
upon what commodit 
As only around US$1 billion o à 
likely to go out over the next three ye ars, this impli 
& collection of some: 
s billion by the IMP, 
from developing ou 
In addition, India and 
tan will be repaying 

US$S. billion of 
facilities received. fr 
@ IMF (Ofthe fund st 
B. standings, some US$ 
E lion is in the form o 
B tranche financing undi 
“by and extended fund fa 
| loans. ) 
vo Even. from the poor c 
E tries of sub-Saharan) 
“the IME expects A0 
B tuctngsome US$? 
a year over the ne: 
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"were bor roned 
; come countries c 
basis, though part w 
. form of a-gift. 
- ‘Fhe tone of com 
. the IMF is appare 
is talking. ebout.¢ 
















— pordinates are Ed cached at ne top aad ney then 
e reports to justify them. Whatever the implica- 
from a standpoint of internal — the ques- 


in order to’ boost] its lending capacity | has been given cn 
shrift in Washington. : | 
If the IMF appears anxious to step out of its role as the ! 
| 
| 
| 








world's foremost financial policeman, the obvious question is 
who, if anyone, is going to pick up the baton. The World 
Bank might be prepared to, but it will have to be given the 
means. Already it is being accused of becoming too short- 
term (or too IMF-like) in its view of the adjustment scope 
and timescale for developing countries. As one IMF official 
putit: "The World Bank is beginning to attract the same kind 
of animus as the Fund over conditionality.” 






Bnsnce to soften the blow of economic ic adjust- 
ncreasingly being asked in development circles. 

" unlikely that de Larosiére, any more than the 
werful shareholders, will be in a mood to make 
s at the annual meeting in Seoul. There appears to 
npathy in the upper echelons with the notion that | 
ded is a freeing of international liquidity in order. | 



















CAPITAL 
FLOWS AND DEBT 
































































Billions of dollars | GeV comment 
40 | assistance 
: Commercial 
Net flows to EE bank lending 
the Third World debt crisis.gone away? It is tempt- 30-4 developing Bilateral 
ing to think so. After all; developing countries as a countries non-concessional 
10le used almost all the commercial- bank borrowing lending =- 
obtained in 1984 to build up their depleted reserves 20 Direct foreign 
er than to finance balance-of-payments deficits as in pre- ry investment 
ears. Money from the multilateral institutions plus of- — ^x Multilateral 
ial ans and aid covered the (reduced) payments deficits 107 T À non-concessional 
$o lending 
rtunately, the picture is not as rosy as it appears at 0 Other 


sight. Commercial banks’ outstanding lendings to the 


/e oping countries as whole rose only by a very modest 3% TO 72 '74 '76 '78 '80 '82 '84 







































year -— and are expected to rise by a similar amount this Billions of dollars 

ir— and the reserves position of major indebted countries 700 - All developiü 
uding South Korea and the Philippines in Asia) is still 1 countries ping 
tantially lower in relation to imports than it was in 1979, 600-1 Debt outstanding 
rding to the International Monetary Fund. 500 and disbursed 


feanwhile, it looks as though the magic figure of 3% an- 
sconomic growth in OECD countries, needed to stave 
aajor debt crunch in poorer. developing countries, may 
aterialise this vear or next. 
e process of reserve. building is continuing this year, but 
! ilding i is not the same thing as investment. As Jack | 
senior adviser for international. operations at | 
New York headquarters, pointed out to the. | - 
REVIEW, the percentage of ex- | 0 
port earnings which many deve- 
‘loping countries are using for 
"foreign-debt servicing may be. 
roughly constant but their net — — 
new borrowing from commer- | - 
E cial banks to finance investment. : 
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Middle-income 
oil importers. 


Middle-income - 
oil exporters | 
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Source: For net flows — OECD Development Co-operation 
for debt — World Bank data, 




























multinational corporations has declined sharply since 
| | 1982 and domestic capital mobilisation has been badly hit by 
7 “The developing countries {cap light and lack of confidence in the Philippines fe 
_are getting their balance of pay- Í 
“ments under control but where: 
is the medium to long-term jr 
growth going to come from?” ^ 
| asked Guenther. David Pflug, - 
` senior vice-president of Manu- 
fagturers Hanover Trust Co. in - 
New York, put it another way: 
"The big issue for the develope. 
ing world is thatthe days of bank 
lending are over. They are goin 
to have to generate capital intern 
ally or through. foreign invest 
ment.’ ' Easier, said. than: don 



























merica. Multilateral non-concessional lending 
1as the World Bank) is about the only form o e. 
which has continued to rise (though even that fell offin 1984 4j 
but without a — increase in resources the World B nk can-. 






Di ect foreign’ investment flows to developing countries J 
































tive | 
| ment. | i 
^, To.be fair, Alis fall-off in — batik 
countries which suffered debt-servicing: problems i in 084 

i ip than | to — gun avo adc od ser 
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GZB-VIENNA 


Genossenschaftliche Zentralbank AG 
A-1010 Vienna, Herrengasse1-3,%&@ 6662 -0” UNICO 
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STARRING IN 
OVER 300 BANKS 








WORLDWIDE. 


Committed to banking in Asia. 


Sperry Ltd., 

36/F., Sun Hung Kai Centre, 
Wanchai, Hong Kong 

Tel: 5-749311 

Tlx: 74516 UNIVAC HX 


Sperry Pte Ltd., 

07-01, The Octagon, 
105 Cecil St., 
Singapore 0106 

Tel: 2248333 

Tix: VACSIN RS 20844 
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Today, total systems integration from branch 
office to central computer is crucial to the survival of 
financial institutions the world over. 

Which is why more and more banks rely on 
Sperry for their financial automation. 

And with good reason. 

They know they can trust Sperry's proven 
experience. Nearly 40 years of it, during which time 
Sperry has become a worldwide enterprise and 
achieved a major presence in the international 
financial community. | 

Banks know they can rely on Sperry products 
developed to excel in every aspect of financial 
administration. 

They simply find Sperry systems the best and 
the most reassuring answer to their automation 
needs. Systems that provide for unlimited growth. 

Take a closer look at the star and what it has to 
offer. Some day, somewhere it will be shining for 
you. 


AF SPERRY 
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"T he debo crisis s could recur: ^ Admittedly, i in ME. in A 

the Big Four borrowers — Mexico, Brazil, Venezuelà and 
< Argentina, which together represent 90% of the commercíal 
, banks' exposure to the region — have generally played along 
. with the case-by-case solution to rescheduling adopted by the 
commercial banks and the IMF, while only Peru, Nicaragua 
and Bolivia have become real problems. Brazil even has 
| begun some debt amortisation, though at a rate which im- 
| plies a 25-30-year repayment period against the original 
| tenor of eight years or less on the loans. But Brazil has re- 





* cently moved a little more towards confrontation on debt. 
— For perspective, meanwhile, it is worth remembering that 
dev eloping-country loans represent around 10% of the total 
assets of the nine biggest US money-centre banks. The prob- 
| lem is that these banks’ capital represents only some 6% of 
| their assets so they literally cannot afford too many losses in 
| the developing countries. 
, The picture is a good deal better generally in Asia — ex- 
cept in the Philippines, where foreign bankers are taking a 
jaundiced view both of current political and long-term eco- 
nomic prospects. The big New York money-centre banks are 
| genera upbeat about India — Citibank for instance has 
| only US$250 million outstanding in India against some US$5 
| billion in Brazil and would probably not mind virtually 
| doubling that. Very much the same applies to China. 





| gn its latest effort to counter th di p in pri à 
Iz flows to the less develop LDCs) 





4 W Bank is creating the Multilatera 
.. Agency (Miga), set to gain fina 
- board ef governors at the 
| . Bank's executive directors ; 
^en 12 September and Ban 
3 — Ibrahim team orit sa 
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Thailand worries about the current level of its ce 
debt, but, as Pflug points out: “No one outside T 
worried about it as those — the sotintry. 


then m more ied its eps: size. They pie to bew 
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The life of Richard Hughes spanned nearly eight 
decades, most of them spent as one of Asia's leading 
foreign correspondents. And Hughes’ world was 
peopled by the memories of those decades. 


It was a world of the hilarious... like Prince Noro- 
dom Sihanouk’s white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre... like the Teikoku 
poisoner who massacred a bank's staff for a haul of 


USS800. 


It was a world of the touching . . . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 
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The best of the Richard Hughes 
columns from 1971 to 1983 
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bout the implication of a falling oil price for Indonesia's 
debt-servicing ability though there appears to be little con- 
cern yet over the implications of an export slowdown in heav- 
ily borrowed South Korea. 

! Bankers say that, after the Philippines trauma, they are 
looking more closely at "transfer risk" (a country's overall 
vulnerability to foreign-exchange shortages), even in Asia. 

There is one factor which commercial bankers are, not 
suprisingly, inclined to overlook — that there are other ways 
in which developing countries can ensure access to commer- 
cial loan flows without recourse to the banks. That is through 
the bond market and its exotic offsprings, the RUF (revolv- 
ing underwriting facility) and the NIF (note issuance facil- 
ity). According to the IMF, developing countries as a whole 
issued US$5 billion worth of bonds and related instruments 
in the Euromarkets last year — more than ever before. 

More finely priced than syndicated credits, bond-market 
exotica found special favour among Asian issuers last year 
and attracted a fairly wide range of non-bank institutional in- 
vestors. "We may be seeing the beginning of a Euro commer- 
tial paper market," observed an IMF official in Washington. 
Indonesia and South Korea have already made sovereign is- 
gues, as have Malaysia and Thailand along with Turkey and 
Oman. The IMF thinks it possible that major corporate is- 
suers in countries such as South Korea and Indonesia might 
soon test the market too. 

Not that all this provides a long-term solution to the debt 
problem. It does widen the scope of creditors (though not 
perhaps to the extent which the underwriting banks which 
treat RUFs and NIFs as off-balance-sheet risks would like to 
believe) but it is, in the final analysis, more debt. The only 
way for developing countries to get off that hook is to gener- 
jte more equity investment — direct and portfolio flows, 
domestic and foreign. Even the World Bank is in essence a 


debt institution, albeit a long-term one. ü 
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The record is 
not so healthy 


oes aid to developing countries work? The answers 
both yes and no, according to an independ onsul 
tants' study on aid effectiveness commissi i by a 
joint committee of the World Bank and the International 


Monetary Fund. So far the report has appeared only in drat 
form. The study centres quite strongly on Asian countries 
though it also covered parts of Africa and Latin America. Di 
rected by Prof. R. H. Cassen of Sussex University in Britam 
the study looked at both multilateral and bilatere ns of 
aid. 

It finds that the record of aid in contributing to the relier oF 
poverty is “not all that impressive" because "poveri not 
going down all that much in the Third World." Although thi 
evidence shows that poverty-oriented projects generally 
have a high rate of economic return “there is no necessam 


trade-off between efficiency and attempts to reach the poor 
Even so, it cannot be said that aid has done nothing tor t 


poor — in India, for instance, there have been "considerabh 
consumption gains for the poor" from aid-funded projects 
especially through the Green Revolution and the increases 
availability of food. 

A higher proportion of aid projects should in tuture b 


poverty-oriented, Cassen's team suggests. To this more 
aid should be channelled through voluntary ager 
have a good record of reaching poor people." At 
time, aid donors (and the public generally) need ! 
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realistic about what aid can achieve to 
- alleviate poverty in the face of massive 
- economic problems in the developing 
world. 

Too few aid projects are properly 
evaluated, says the report, though it 
does single out the World Bank for 

- praise in this respect. It is highly critical 
about the lack of coordination between 
"various aid-giving agencies — both 
-multilateral and bilateral — which may 
be assisting any one country at a particu- 
lar time. Bilateral donors are *keen to 
-pursue their commercial and political 
Objectives through aid" and recipient 
countries often “play off one donor 
against another.” Again the World Bank 

| is praised for its efforts at coordination. 

Cassen has something interesting 

| to say about the destination of aid 
and whether it ought to go to public 
— OF private sector entities in develop- 
| ing countries. Aid has been accused of 
fostering inefficiencies in the develop- 
ing countries, the report notes, But it 

| “acquits aid of being biased toward coun- 


tries with dirigiste [centrally directed] economic policies." 
, Aid donors have often found that the dominance of the 
| public sector was already a fact of life and, especially in the 
African countries, the private sector was largely lacking. 
While “economic history does not yield any simple truths 
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fb ilateral aid may have found favour 
AJ over the m teral variety in re- 
. cent years (as a means of exercising 
political leverage and promo 
 donor-country exports), but that does 
. not mean that bilateral donors from 
the richer countries have as a whole 
- come anywhere near meeting their 
— self-imposed obligations to the de- 
— veloping countries. 

— In 1981, leading aid-donor coun- 
= tries agreed to double their official 
_ development assistance (ODA) by 
. 1985 over its 1976-80 level, or at least 
raise jt to 0.15% of their gross domes- 
tic products. That has not happened, 
according to the UN Conference on 
Trade and Development (Unctad). 
.. Total ODA stagnated at US$6.5-7 
— billion from 1 whereas it would 
_ have reached nearly US$10 billion had 
. it in fact been doubled. Nor has the 


-. 0.15% target been anywhere near gen- 
-erally iod. — 
= Back at that 1981 conference too, a 
= so-called substantial new programme 
_ of action was adopted for 36 of the 

. least-developed countries (LDCs) — 
— which included Bangladesh, Bhutan, 

Laos, Maldives, epal, Samoa, 
! . Yemen and Afghanistan — aimed at 
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| gsm," their economies. That 
foo has not happened, according to 
. Unctad. Instead their situation has 
“worsened appreciably.” 

The strong 1984 recovery in the US 


5 


A. 








v 


94 


Disaster relief in Bangladesh: worse off. ^^ 





The poor go on getting poorer 


ght enormous 


WHO GIVES WHAT 
Net ODA to LDCs as per cent 
of donors’ GNP 


Australia 
Austria 
Belgium 
Britain 
Canada 
Denmark 
Finland 


Netherlands 
New Zealand 
Norway 
Sweden 
Switzerland 
United States 
West Germany 


oocooooooo: 
SBSNSNENS 


Total for group 


Total Opec countries | 023 | 025 














ful 


vate sector could not exist. And. if an 


public-sector enterprises than a 


in India.” South Korea, meanwhile. 


about the relation between economic 
organisation and economic perform- 
ance,” the existence in many develop- 
ing countries of “inefficient parastatal 
organisation and government-purchas- 
ing agencies” can be said to be harm- 


Nevertheless, a significant part of 
total aid goes to the private sector in de- 
veloping countries and to public-sector 
infrastructure “without which the pri- 


j 


thing, commercial banks have probably 
contributed more money in support of 


id 


donors have,” notes the Cassen report. 

Aid may have “buttressed economic 
dirigisme” in India during the 1960s and 
early 1970s but it is “doubtful that di- 
rigisme would have diminished in the 
absence of aid.” More recently, aid and 
political change have “combined to as- 
sist in weakening the control syndrome 


is 


not the model of economic laissez-faire 


which some of its more simplistic admir- 


commodity prices and high external 
interest rates. 

World imports from the 36 LDCs 
were in 1984 still below their 1980 
level, even in nominal terms, says 
Unctad. Now recession appears to be 
returning, worsening the outlook 
more, at the same time as the LDCs 
are faced with a need to eliminate ac- 
cumulated payments arrears on their 
external debts and to meet payments 
falling due as a result of debt re- 
schedulings. 

For perspective, Unctad points out 
that these poorer countries’ GDP per 
capita is only around US$200 — a 
of that of other developing country 

and a fractional 2% of that 
of the developed countries in the 
West. 

What can be done about it? Unctad 
argues that, while the LDCs' own ef- 
forts at economic restructuring and 
domestic capital accumulation have 
been “impressive,” they still need 
more and better external financing. It 
suggests debt-relief measures includ- 
nr cancellation of ODA debt by all 
bilateral donors who have not yet debe 
so 


Alternatively, interest waivers 
would help. So would renegotiation of 


loans from multilateral institutions to 


put them on terms equal to those of the 
orld Bank’s International Develop- 
ment Association. Better trade terms 
such as extension of the generalised 


ers abroad suggest, says the report. It is a dirigiste economy 
but one that also listens to price signals. Aid helped the coun- 
try but neither helped nor hindered dirigisme there. In 
Bangladesh too, aid is helping now to “dismantle the ap- 
paratus of dirigisme.” 


system of preferences would help 
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Germany is one of the most industri- 
ous nations. And WestLB one of its 
major banks. As a universal bank 
we offer made-to-measure financial 
services to all kinds of industries 
This is just one example of our 
ability to provide solutions tailored 
to specific needs. Of course, sophis- 


WestLB. Bank of an industrious country. 


ticated Services depend On tanaible W |B 
assets: The vast resources of inter est 
] * Wk 1 TU lm 


national banking. Plus an imaginative 
and innovative approach to financing 
That, in a nutshell, is WestLB's 
simple yet universal business co! 
cept. You can bank on it wherever you 
do business Head ! 
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Japars largest asset: 


-Japans largest bank: 
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— ——— Perhaps the single greatest resource that has made Japan the economic 
. — i Total Deposits power it is today is its people; and those people have chosen to make DKB 
99,000 iunt Bion Yen] . Japan's largest bank, with assets of more than USS$130 billion. The reason? 


No bank better understands the hearts and minds of the Japanese people or 
Japan's financial world. How? Through DKB’s vast domestic branch network that 
maintains close financial relations with almost all of the leading national 
companies. This network has led to DKBs becoming the bank chosen by one out 
of every two foreign or foreign-affiliated companies in Japan for sophisticated 
international financing and up-to-date data on the Japanese scene 

If you're interested in putting DKB's expertise and capabilities to work for you, 
contact your nearest DKB office. DKB maintains offices in more than 48 major 
financial centres throughout the world 

DKB: the international bank in the heart of the Japanese financial world 
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We have your interests at heart. 
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More and more people are 
discovering that Canon 
Copiers really do everything a 
copier should. Of all new copier 
installations worldwide, more are 
Canon than any other (Source: 
Dataquest Research 1984), 

Feature for feature, price for 
price, Canon leads the world. 
Backed by a comprehensive and 
dedicated after sales and service 
team. 

Contact your nearest 
Canon dealer and let | 
us earn our reputation ‘oh F 
with you. 


CANON SINGAPORE "TE LTD For further 
Malaysia Mulpha Trad j (Canon D 
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The Canon NP-7550 is twice as good 
It copies both sides! 


Indonesia 


11 Thailand H 


A Silver-smith of exceptional skill 


trom Thai Nakorn Silver & Niello Factory 
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Artists aren't born. They are de- 
dicated people who work hard over 
many years to learn the skills that will 
eventually set them apart from 
others. Patience, attention to detail 
and a complete understanding of 
their subject. 

It's the same with banking. It takes 
years of experience for a bank to 
operate effectively in today’s sophis- 
ticated money markets. In everything 
it does, a bank must be totally effi- 


Head Office: 333 Silom Rd 


E FINEST SKILLS 
THE RIGHT RESULTS 


cient and thoroughly knowledgeable. 

The Bangkok Bank has been 
developing its expertise for many 
decades. Today we are Southeast 
Asia's largest commercial bank, with 
300 branches in Thailand and 15 
overseas branches around the world. 
Clearly, our skills are producing the 
right results. 


Bangkok Bank: 
An artist amongst banks. 


Bank Limited 


The Asian International Bank 


Bangkok. Thailand. Tel: 234-3333. Telex: 82638, 82670, 82906, 72011 BK BANK TH 


Branches: Hong Kong, Jakarta, Kuala Lumpur, Singapore, Taipei, Tokyo, Osaka, Hamburg. London, Los Angeles, New York 











No pedestals left for 
the heroes of the Raj 


By Bunny Suraiya in Bombay 
Qe Victoria looks distinctly un- 
amused, and with good reason. She 
sits surrounded by weeds, her throne 
stripped of its ornate canopy, leaving 
her defenceless against the vagaries of 
weather and passing birds. To complete 
the loss of face, part of her nose has 
been chipped off — a pretty pass to 
come to for a monarch who once ruled 
the — empire in history. 

e empress presides over a be- 
draggled court of ghosts in crumbling 
stone and pitted metal. Close beside are 
Lord Cornwallis, governor-general and 
“the hero of Ghazipur,” and the Mar- 

uis of Wellesley, considered by some 
the architect of the British empire in 
India. 

Their faces do not reveal any emo- 
tion as both the heads are missing. In 
the adjacent Bombay Zoo, caged carni- 
vores drowse in the torpor of the after- 
noon, oblivious to the forsaken plight of 
the imperial British lion. 

The fate of Bombay’s refugee queen 
is common to hundreds of statues com- 
memorating the heroes of the Raj which 
were unceremoniously swept from their 
pedestals in the wave of nationalist fer- 
vour following independence. As scho- 
lars reinterpreted history from the In- 
dian point of view, politicians and civic 
officials transfigured its public land- 
marks, supplanting the patrician with 
the patriot, royalty with the revolution- 
ary. 

Possibly foreseeing this dismantling 
of the abandoned edifice of empire, on 
the eve of independence, Lord Ismay, 
chief of staff to the last viceroy, Lord 
Mountbatten, said that Britain wanted 
India “to look upon our association of 
the past 200 years with pride. They may 
not want these reminders, but it is up to 
them to say so.” The eminent historian, 
Sir Jadunath Sarkar, observed that the 
British “could not be erased from the 
pages of Indian history,” and addressing 
parliament in 1957 Jawaharlal Nehru 
urged that British statues of historical 
and aesthetic merit be preserved, if 
necessary in museums. 

But successive state governments, 
eager to establish their grassroots cre- 
dentials, made an issue of weeding out 
lingering traces of the Raj as represent- 
ed in its public images. Proud 
monarchs, martial heroes on prancing 
steeds, administrators with patrician 
mien, overnight vanished from their 
plinths, as if whisked away by a con- 

uring trick of history. Unfortunate- 
y, as in the case of all sleight-of- 





hand, the dematerialisation was illu- 
sory, the displaced imperial momen- 


toes, still obdurately tangible, causing 
mild embarrassment as to what to do 
with them. 


M useums and other institutions hav- 
ing pleaded their inability to ac- 
commodate any more relics of the 
Raj, the waifs of empire had to find a 
variety of not-always suitable homes. 
Lord Dufferin, Viceroy of India, was 
given, somewhat the worse for wear, to 
the West Bengal Directorate of Indus- 
tries. 

Another viceroy, Lord Henry, the 
5th Marquess of Landsdowne, for 
whose statue 11 canons had to be melted 
down, was quartered, astride his rearing 
hunter, on the unkempt lawn of Flag 
Staff House in Barrackpore, near Cal- 
cutta, where Lord Canning broods on 
the fickleness of history beside the grave 
of his wife. 

Some were luckier. Lord Auckland 
was taken to the city that bears his name 
by the then New Zealand high commis- 
sioner, and Lord Hardinge was rescued 
by members of his family. But perhaps 
the most unfortunate fate was reserved 
for Victoria in Bombay, as though in 
karmic legacy for a reign that witnessed 


the emblazonment of empire at its © à 
zenith. Dumped on a waste plot in the 4 
rundown suburb of Byculla, the queen, p 
who was once a city landmark that awed J 
sightseers came to gaze at, represents o 
the rise and fall of the Raj Di 
Unveiled in the late 19th century, the 7 
statue showed the young Victoria seat 
ed on her throne under an exquisite — 
canopy. Great consternation Was 
caused a few years later when it was dis- 
covered that some miscreant had black- i 
ened the regal nose, a sign of great so- 7 
cial stigma among Indians. Efforts to re- 
move the stain having failed, the statue ~ 
was shrouded while arrangements were 
made to send it to England for treat T 
ment. However, a local chemical expert ^ 
came to the rescue and, having iden- ~ 
tified the offending smudge as coal tar, 
restored the regal nose to its pristine P 
purity. 4 
It was later discovered that the van- P 
dal was a would-be recruit disgruntled 
at being turned down by the British In- — 
dian Army. The statue was re-opened to 7} 
public view and the citizenry would < 
gather to watch the queen, crown taken d^ 
off, being given a periodic shampoo by a ip 
PWD employee. | 
Ravaged and forlorn, Victoria today f 
is a reminder of the hollow crown. Be- | 
headed Cornwallis beside her, at whose ~ | 
stone feet errant policemen would offer 
rayers and garlands in hope of official - 
eniency, bears equally eloquent tes- ~ 
timony to the transience of worldly 


glory. | Í 








It has often been proposed that this 
scattered jetsam of history be salvaged f 
and restored to its proper niche, |” 
perhaps in a setting specially designed c 
for the purpose. But nothing has come T 
of such suggestions and the subjects |” 
continuing exposure to weather and T 
vandals will soon make the discussion f 
an academic one. As they fade into final P 
oblivion, the mouldering spectres of the 1 
Raj might, however, afford a ghost ofa | 
chuckle at the plight of many who have | 
replaced them. 

Echoing the in-fighting in the cor- = 
ridors of power, rivalrous lobbying for T 
candidates for commemoration has |” 
often introduced a discordant note at 7 
variance with the occasion. A number 7 
of the new statues have also come in for m 
sharp criticism on aesthetic grounds, [> 
showing up in. particularly poor light. 
when compared to thew predeces-- 
sors. > 

It is common to see laundry drying 
on new monuments, of which other con- 
venience is often made as well. The ills 
these statues are heir to can make them 
a dubious distinction, prompting the re- 
flection that, all in all, it may have been 
as well to let the white man continue 


carrying this particular burden — a 
thought that might divert Victoria, even 
in her sorry state. o 
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Mervyn de Silva in Colombo - 
an interesting lecture entitled The 






ims, Prof. Morris-Jones, the Welsh 
ni alist turned South Asian affairs ex- 
told a Colombo audience that 

ati nalism, unlike the Irish or 


















| ales plays England at rug- 
nkan nationalism or more ac- 
Sinhalese nationalism. express- 
It 1 cely. in the playing field too, 
far more complex and ambivalent 








where ts this truer than at cricket 
-no duel more clearly than in com- 
ion. with India, Sri Lanka's huge 
hbour and the historical homeland 
oth the majority Sinhalese and the 
ity Tamils. Cricket, the time-con- 
ming, often boring and unarguably 
al game is the island's favourite 
, not just an upper-class pastime. 

ommenting on the Ceylonese de- 














nnings, the first vice-chancellor 
e Ceylon University, once said that 
people. of this other Eden were in 
me last Englishmen. Hence the 















na and Portugal are due next 
March to begin negotiations on the 
-of Macau, which has been under 
uguese control for over four cen- 
The agreement to begin negotia- 
s reached during the visit in 
Xf Portuguese President Antonio 
ho Eanes, and neither side is ex- 
' negotiations to be difficult. 
adications are that Macau's fu- 

















he imposition of socialism. 









a special relationship with China. 
“last year, Macau's Governor, 







au’s “privileged status” which he 
ed with that of Hongkong: 

kong is a colony with all the con- 
s attached to this in the politi- 
| economic fields, whereas Macau 
Ti ory under Portuguese adminis- 





















litics of Separatism, Realities and 


expresses itself 


ion to cricket and Shakespeare, Sir 


I closely parallel that of Hong- | 
ith the “one country, two sys- 
formula allowing at least 50 years 


Macau has always claimed that it en- | 


sco de Almeida e Costa, referred to 


ernor did not refer to the | 
Id t elief that there i is no writ- 











romantic paradox of Dr N. M. Perera, 


finance minister during the socialist 


Bandaranaike government, who was 


probably prouder of his post as presi- | 
-ontrol for Cricket | 


dent of the Board of 
than his title as on of the founding 
fathers of the Marxist revolutionary 
movement in Sri Lanka. 

The office is now held by another 
cabinet minister, this time in the conser- 
vative Junius Jayewardene administra- 
tion. As irrigation minister, Gamini 
Dissanayake is also in charge of the 
Mahaveli river multi-purpose project, 
Sri Lanka's Aswan Dam and its biggest 
development scheme. So keen is the 
minister on this. other, 
portfolio that Dissanayake, who. only 
played cricket for his school's junior 
team, goes abroad more often for cric- 
ket than the World Bank-sponsored 
Mahaveli project. . 

His. dedication. to the. game is such 









that recently he was elected president of 


the Asian Board of Control. He plans to 
carry the flag from Bangladesh to Papua 
New Guinea. 


Quite by accident the Sri Lankan 11. 






M. cau claimed its own 
inequal treaty' in 1887 


ten treaty between Portugal and China 


defining Macau's status, in contrast to. 
“unequal 


the three. 19th century 
treaties” under which Britain acquired 
Hongkong Island and the Kowloon 
eninsula “in perpetuity” and a 99-year 
ease on the New Territories. 
A distinguished historian of Macau, 
Fr Manuel Teixeira, gives the 
background to the signing of the little- 
known “unequal treaty” of 1887, which 
clearly indicated that the status of 


Hongkong and Macau were not as dif- 


ferent as most people had been led to 
believe: 7 


6 The origin of Macau is still wrap- 
— in obscurity. In the year 1554, Adm. 
Lionel de Sousa of Portugal made a ver- 


| bal agreement with the Chinese au- 


thorities of Canton for the purpose of 
trading. This enabled the Portuguese to 


trade with China legally. By 1555 the 
Portuguese erected straw huts in Macau | 






-was asked 


unofficial. 


treaty, and ¿th 












Indian captain Kapil Dev into such a fit l 


of rage. that Ponnadurai became the 
| darling of the Sri Lankan spectators and 


the target of a measured, magisterial 


| censure by much of the Indian press. 


After. losing the game, Kapil Dev 
ed the obvious question: 
“Wer n't the Indian champions. out- 
played in every department of the 
game?" True, conceded the captain 
sourly, "the Sri Lankans: were better in 
batting, bowling, fielding ~ . and um- 
piring. They will never win a | test Hasen 
in any other country." 





W hat followed were E AN 
fits on the field, arguments and 
abusive cross-talk with the. umpires, 
rude and obscene gestures at the crowd 
and such boorish behaviour generally 
that the Indian team became the most 
unpopular touring side ever. Every sub- 
sequent game, every innings and each 
over became a bitter Indo-Sri Lankan 
prestige battle. As a result, umpire Pon- 
nadurai's performance was hailed by à 
cynical columnist as a greater contribu- 
tion to Sri Lanka's ethnic amity than any 
mediatory effort by Indian Prime Minis- 
ter Rajiv Gandhi or his Foreign Secre- 
tary Romesh Bhandari. - 

Politics has also been an exhilarating 


residence for the Portuguese and their 
presence was tolerated by the Chinese. 

In 1564, the Chinese province. of 
Kwang-Tung [Guangdong] was threaten- 
ed by pirates. As the provincial viceroy 
could not get rid of them, he was 
forced to ask the Portuguese for help. 
As soon as the request came, the Por- 
tuguese sent two of their. fleets out.and 
the pirates were completely routed. .—. 

The viceroy was very grateful to the 
Portuguese and allowed them to, con- 
tinue to live in Macau on the condition. 
that they should pay a yearly rent of 500 
taels of gold. This rent was continuously 
paid for almost 300 years. 

Three hundred years after the found- 
ing of Macau, the Treaty of Tientsin was 


signed in 1858 between China and Bri- 


tain, but Portugal had not yet any kind 
of treaty and the status of Macau re- 
mained the same. 


Sig. several nations, including the 
US and Russia had already signed 
treaties with China, it was time for Por- 


tugal to do something about doing SO.. 


- missio s St 












Portugal sent a ird 
Petersburg to get a co 





in order to help them to attend the trad- tis 





ing fair of | 








Canton. Two years later, L 
these straw. huts became a per manent 












leading Tamil political groups, moder- 
ates and militants. 

While Tamil Nadu feels that Gandhi 
has pressed harder on the Tamils than 
on the (Sinhalese) government, the 
average Sinhalese is convinced that 


spéctator sport in the island. Few"Sri 
Lankans were insensitive to the fact that 
in New Delhi, Gandhi and his senior 
aides are currently engaged i in a feverish 
attempt to rescue India’s bold diploma- 
tic exercise in presiding over a ne- 
gotiated settlement of its small neigh- 
bour’s harrowing ethnic conflict. 

Talks between the Sri Lankan Gov- 
ernment and Madras-based Sri Lankan 
Tamil leaders collapsed last month only 
to find Gandhi unexpected! y con- 
fronted by a hostile Tamil Nadu state 
(population 50 million), the patron ‘of 
he Sri Lankan Tamils and the sanctuary 
of almost 100,000 refügees, and all the 


Gandhi, ünlíke his mother, is holding 
the scales evenly in Sri Lanka's domes- 
tic conflict. This exposes even on the 
playing fields the basic ambivalence of 
the islander's attitude to the huge reality 
of India which he must live with, while 
dreaming of defeating his mighty ‘neigh- 
bour in the morale-boosting manner in 
which the Cubans beat the Americans at 
baseball. 


| —— the governor of Macau, Isidoro | nor of Macau, to ask for the terri- 
rancisco Guimaraes, as envoy extra- | tory’s cooperation in the 
ordinary and minister plenipotentiary | opium trade. De Sousa Rosa 
to the court of the emperor of China. | saw this as an opportunity to 
On 23 April 1862 he left Macau and ar- | get the pending SeT. with 













rived at Tientsin in June. After many | China signed and made 4% dvo countries, havo this purpose ta a p im 
discussions with Chinese diplomats, he | this a condition for co- E To this effect tho undersigned, Henrisue dle; 
operating with the — e of Lis Majosty's Council, Hiv Minister awl Ne 


. signed on 13 August 1862 the Treaty of 
Amity and Commerce between Por- 
tugal and China, recognising Macau as a 
Portuguese colony. 

From 1864 to 1887, governors of 
Macáu tried to obtain the ratification 
from China, but to no avail. A splendid 

. opportunity came in 1886, China's re- 

. venue from the opium trade was being 
collected by an Englishman, Robert 


Chinese in control- 
lin smuggling. 

art ` under- 
took to negotiate 
on Portugal's behalf. On 20 
March 1887 Hart informed 
Lisbon that Campbell had 


* who had been appointed as in- | sign the treaty on their be- | , 
ctor-general of the Imperial Chinese | half. svo concluded the sprig Protovol. 
ustoms with his secretary, James Dun- The most important arti- (Prot dt. 

can Campbell. cle in the treaty was the confir- Anide 15k. "ug ef" à 


Their problem was Hongkong and 
Macau which they could not control, and 
it is from these two places that opium 
was smuggled into Ehina Hongkong 
was willing to cooperate with China but 


mation of the perpetual occupa- 


Portugal, in return for which Por- 
tugal undertook to cooperate in 
controlling the opium trade. Por- 


ly that the Sri Lankan centurions mer- 
cilessly mauled > Sivaramakrish 
India's brilliant spin bowler, with 4 
cular relish, as he is a Tamil. Altho 
old myths about ancestry are being 
exploded by Sri Lankan scholars, 
Sinhalese trace their ancestry to the 
Aryan north as opposed to the Tam 
whose roots are in the Dravidian south 
of the same Subcontinent. 


their forthcoming tour of Australia, th . 
Indians may have come ill- 15 pared as 
team, and iE psycho 

to meet the Lilli 
international cricket, the islanders have 
won the hearts of crowds in Australia 
and England by their gay entertaining — 
approach to the game. But they have re 
mained talented, flashy masters of the 
limited over match, not ready for the 
gruelling tasks of test matches. 


haunted by a history of other battles. 
won and lost — much more than a glori- - 
ous page for their sporting annals. 
Perhaps the inpr of beatin the | 
world champions will 

concile reality and dream in the politic 
of Indo-Sri Lankan relations. 
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Things may have changed, however. 


"Sri Lanka cricket has come of age. We 
have matured at last," 
mer Cambridge 
Goonesena, a much admired Sri Lan- 
kan expatriate in Australia. Victory . 
over India may have given the islanders 
— dwarfed by the giant neighbour ar z 


said the for 7 
Gamini | 
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. auy other portuguese possession. - 
in the case of Macau it was a different | tugal appointed de Sousa Rosa as Y - 
story, Therefore, as a solution, it was | envoy to Peking, where he final- 7^ y An | ohm E c ii 
deemed necessary to negotiate a treaty | ly signed the Treaty of Amity y rie e — China. - 
with’ Portugal’ for the control of | and Commerce on 1 December —  &ooperate i in opium reve 


opium smuggling from Macau into 
China. 
In July 1886, Hart paid a visit to 


1887 together with Prince Chin 
and Sun-in-Yuen. It was — 


negotiating the treaty, Portugal ap- | Tomas de Sousa Rosa, then gover- 
on 28 August 1888.9 
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High farce, low justice 


Justice in the Philippines — Father Brian Gore, the Church, the State and the 
Military by Bob Wurth. Australian Broadcasting Corp. A$19.99 (US$13.80). 


U ntil March 1982 the Australian 
Columban priest Brian Gore was 
unknown outside his parish of Oringao 
on the central Philippines island of Neg- 
ros. For the previous 13 years he had 
worked with fellow members of the 
order, both foreign and Filipino, among 
the rural poor in the sugar-dominated 
society. The Columbans' establishing of 
Basic Christian Communities led them 
into conflict with the powerful “sugar 
barons,” the local civil authorities and, 
in time, the Philippine military. As a re- 
sult, members of the church found 
themselves on trial for murder and Frs 
Gore, Niall O’Brien and other members 
of the “Negros Nine” achieved local and 
internatonal fame. Today they are the 
subject of three books, this being the 
most recent. 

Unlike its forerunners, Wurth's vol- 
ume is a detailed account of the “case” 
against the Negros Nine and their farci- 
cal trial. Alfred McCoy's Priests on 
Trial was a specialist academic's 
analysis of how socio-political condi- 
tions on Negros led to this inevitable 
and well-publicised collision between 
Church and State. Poor Man's Priest, by 
Brice Stannard, was a useful “quickie” 
released shortly after the co-accused 
were discharged and Gore returned to 
Australia. 

But neither of the other writers was 
as well placed as Wurth to document the 
intricacies of the trial. Based in Singa- 
pore as the Australian ABC's regional 
correspondent, he made 17 visits to the 
Philippines during the two years be- 
tween the priests’ arrest and their re- 
lease in July 1984 and much of the time 
was spent sweating his way through 
the extraordinary proceedings in the 
Kabankalan and Bacolod courthouses. 

The villain of Wurth's story is, as the 
title implies, the Philippines' justice sys- 
tem itself and given the supreme powers 
of the president it is reasonable to lay 
the ultimate blame squarely at the feet 
of Fedinand Marcos. Yet the man who 
according to presidential decree is im- 
mune to legal prosecution for life 
emerges relatively unscathed from this 
dismal affair. The true culprit, we learn, 
is a loud-talking, hard-drinking colonel 
named Agudon who surrounds himself 
with soldiers and managed to convince 
the Negros judiciary that the Colum- 
* bans were not only in league with com- 
munist guerillas of the New People's 
E (NPA) but assassins themselves. 

e affair began at 5:30 p.m. on 10 
March 1982 when the mayor of Bacolod 
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City, Pablo Sola, was ambushed when 
his pickup truck rounded a bend a few 
metres from the entrance to his 
hacienda. Sola, then on bail on charges 
of conspiracy in mass murder, was killed 
at once, along with four of his men. A 
fortnight later the NPA released a state- 
ment claiming responsibility for the 
murder: “The revolutionary people 
have a cause for celebration on the 
execution of Sola and the NPA’s confis- 
cation of two carbines and three .38s 
carried by the butcher's gang. The peo- 
ple had one menace eliminated and 
added arms to boot.” 

The police and military, long en- 
gaged in warfare with the NPA, were 
only too willing to accept communist re- 


Bishop Fortich at the trial: judicial farce. 


sponsibility. Two months later a local 
newspaper quoted military sources as 
saying that two captured members of an 
NPA hit squad had admitted involve- 
ment in the Sola ambush. Meanwhile, 
Gore had returned to Australia on 
leave. 


l^ September armed troops descend- 
ed on Gore’s convento, breaking 
into his office and smashing open a filing 
cabinet. The next day he was taken in 
for questioning and confronted with a 
hand grenade, allegedly found on the 
filing cabinet, as well as “voluminous 
subversive literature.” Soon the charge 
of inciting to rebellion was added, and 
the list of accused extended to include 
the Irish priest, O’Brien, a Filipino, Fr 


Vincente Dangan, and a number of 
layworkers, most of them with families. 

Gore’s arrest was an intimidatory af- 
fair led by Agudon who swept down on 
a village fiesta in a Huey helicopter 
with camouflage markings. Toting a 
machinegun, he ordered Gore and 
O’Brien to climb aboard. The priests re- 
fused, promising they would drive to 
Kabankalan. On the way, in Gore’s 
words, “we were met by a convoy of two 
Jeeps full of soldiers. They were wear- 
ing balaclavas and masks and they sur- 
rounded us. I thought it was it.” But the 
military had other plans and soon the 
Negros Nine found themselves in the 
midst of court hearings which, had they 
not involved such high stakes, could 
only be described as high comedy. 

The charge levelled against the Col- 
umbans was the mass murder of Sola 
and his followers and on the surface the 
prosecution case seemed to have some 
merit. One key witness, Vicente Pan- 
cho, a former cook for the priests, swore 
that he had been picked up in Gore's 





van and taken with the armed party to a 
position near the ambush site. The head 
of this “blocking force" was Dangan, re- 
plete with armalite rifle. It later trans- 
pired that Pancho held a grudge against 
O’Brien for having suggested he find a 
new job. Another witness identified 
O’Brien from “black marks on the side 
of his face." In court, however, he could 
not find any. A third witness pointed to 
another foreign priest instead of Gore. 
The prosecution really fell to pieces 
when the church engaged the services of 
Jose Diokno, a senator until the time 
Marcos abolished the senate. Like the 
judge and other counsel, he was allowed 
the luxury of smoking in court and his 
performance, theatrically and legally, 
was superb. Noted an observer for the 
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Law Council of Australia: “In my opin- 
ion, a masterly cross-examination . . . 
the balance of power has shifted . . . the 
witness has been discredited, the fiscal 
[prosecutor] compromised and the 
judge chastened.” 

Wurth's account of the case is im- 
mensely readable thanks to the many 
colourful characters: Bishop Fortich, 
the size of whose cigars are said to be in 
direct proportion to his problems; the 
embarrassed Judge Legaspi, who al- 
lowed the ABC to film as much of the 
proceedings as it wished; the earthy 
Gore, prone to comment with Austra- 
lian directness when things were not to 
his liking, and intelligence officer Capt. 
Mendoza who knew nothing of the 
NPA's claim about Sola's death. 

Outside the court, things are equally 
entertaining, with trips to seedy night- 
clubs, press conferences inside the 
Bacolod jail and Wurth's base at the 
Sugerland Hotel where jets approach- 
ing the adjacent airport drown out all 
conversation and reduce newcomers 
to quivering wrecks. 


| a more serious vein are the intense 
negotiations in Manila, involving 
Marcos, Archbishop of Manila Cardinal 
Jaime Sin, Australia's Foreign Minister 
Bill Hayden and foreign ambassadors. 
The backdrop, the killing of Benigno 
Aquino and its aftermath, increases the 
tension. Finally a settlement is reached, 

involving not only the release of the 
Negros Nine but a guarantee that the 
Filipino members would not be perse- 

cuted after Gore and O’Brien left the 
country, as it was clear they must. A last 


touch of farce occurs when Legaspi | 


agrees to announce his verdict in the 
morning, rather than late afternoon as 
scheduled, so that the overseas media 
can make their evening deadlines. 

A point well made, and noted by 
local columnists at the time, is that the 
furore would have been far less if 
foreign priests had not been involved. 
Clearly the Australian media was at- 
tracted by the “hometown angle." Yet 
Wurth has not let this blinker his vision, 
giving attention to excesses such as the 
"salvaging" of villagers who became 
known as the “Langoni Nine," as well as 
raising fears about what might happen 
on Negros after the limelight faded. His 
fears seem well-founded, for in June the 
leader of Gore’s former parish, 
Eleuterio Aningal, and his four sons 
were dragged from their home by sol- 
diers. The next day, their bodies were 
found in a nearby river, naked and co- 
vered in knife wounds. “It looks like the 
military are squaring the score up 
there," a Catholic father in Australia 


commented. 

Nor is Gore oblivious to the prob- 
lem. Since returning to Australia he has 
been an active campaigner against mili- 
tary aid to Manila, the maintenance of 
which was announced recently in the 
Australian budget. 


— Robin Osborne 
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FICTION 


Peking love-hate affair 1 


The China Lovers by David Bonavia and John Byron. South China Morning — 
Post. HK$39 (US$5 S5» 
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Mixed reception for Tokyo’s latest banking plans 


| — By Charles Smith in Tokyo 

ans for the creation of an offshore 
-M banking market in Tokyo which 
could rival the London-centred Euro- 


dollar market and the New York Inter- 


national Banking Facility (IBF) — to 
say nothing of Hongkong and Singapore 
— have made a high-profile debut fol- 
lowing the mid-September publication 
Of a report by a Ministry of Finance 
(MoF) advisory committee recom- 
“mending “early establishment” of such 
| a market. Japanese bankers and some 

- internationally minded bureaucrats are 

enthusiastic about the idea. 

— But there are still! many obstacles to 
be overcome. Bureaucratic "tribal- 
ism," in the shape of intense infighting 
an the MOF, could result in some essen- 
tial measures needed to launch the mar- 
ket by mid-1986 being blocked even be- 
‘fore proposals for its establishment go 
before the Diet at the beginning of 1986. 
— Plans to set up an offshore market in 
Tokyo, in which non-residents could 
make deposits or raise loans without 

being bound by the rigid controls that 
govern Japan's domestic banking sys- 
tem, date back to 1982 when the idea 
"was first mooted by former vice-minis- 
fer of international finance, Takashi 
Hosomi. His initiative, which was in- 

— tended partly to defuse the frustrations 
_ of foreign banks with conditions in the 
| domestic market, was rejected by the 

— MoF as premature. But in late 1984, in 

the context of MoF attempts at 
| Wholesale liberalisation and inter- 
} nationalisation of Japan's financial sys- 
| tem, the offshore idea began to take on 
| a different complexion. 
— The MoF, or rather its International 
Finance Bureau (IFB), now feels that 
"an unregulated market could co-exist up 

_to a point in Tokyo with the domestic 

money market — where interest-rate 
| liberalisation has moved several steps 
| forward since early 1984. Some of the 

_ MoF’s more outward-looking bureau- 

|  erats also apparently see a risk of Tokyo 
| permanently losing out to London 
| (where most transactions in the ¥7-8 
| trillion [US$29.4-33.5 million] Euroyen 
| market are now done) as the centre of 
| international yen dealings if moves are 
| not made quickly to attract dealings to 
| Japan. 
ji The IFB began preparing the ground 
— for a shift in policy on the offshore issue 
— late in 1984, when an "independent" ad- 
| visory committee which had been con- 
| vened to consider yen internationalisa- 
_ tion was given to understand that the 


| MoF would welcome some positive re- 
P. 
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ferences to offshore transactions. Act- 
ing on the committee's report, the IFB 
then convened a special subcommittee 
(under the chairmanship of a former 
vice-minister of finance, Yusuke Kashi- 
wagi) to consider the whole subject in 
detail and to advise on timing as well as 
the specific measures needed to launch 
a market. 

The report of the Kashiwagi panel, 
published on 17 September, was en- 
thusiastic about the advantages of intro- 
ducing offshore dealings to Tokyo, but 
studiously vague about how. With the 
recommendations out in the open, the 
MoF’s own bureaucrats now have the 
tricky task of drafting a blueprint for the 
market that will satisfy the various con- 





flicting interest groups involved inside 
Japan. It must also satisfy the foreign 
business community, which sees the 
offshore-market idea as a means to 
compensate for the depressingly small 
share of foreign banks in the domestic 
market. 

In its recommendations on attracting 
non-resident transactions to Tokyo, the 
Kashiwagi panel refers to three main 
types of taxes that might have to be 
waived: a 20% withholding tax on in- 
terest income applied to all domestic 
transactions; a local manpower tax 
levied by Tokyo municipality, and 
stamp duties. Bureaucrats within IFB 
take the view that the withholding tax 
will certainly have to go if the market is 
to have any chance of getting off the 
ground. But they have yet to persuade 
the MoF's Taxation Bureau to give up 





Offshore launching 


its claim to the rather modest revenues 
involved. Meanwhile, discussions on 
manpower tax and on stamp duties have 
apparently not yet begun. 

The tax issue is of vital importance, 
as in both New York and London off- 
shore transactions are exempt from 
everything other than standard corpo- 
rate tax — which in both centres is, or 
soon will be, well below the Japanese 
rate of 43%. With Hongkong levying 
only an 18.5% corporate tax on banks 
involved in offshore transactions, and 
Singapore offering concessional rates, 
Tokyo would seem to have even further 
to go to make itself competitive. Yet 
outside observers feel that there is very 
little chance of the taxation bureaucracy 
being persuaded to relax its hold on any 
of its revenues — other than withhold- 
ing tax — in time for the scheduled start 
of offshore transactions in mid-1986. 

If these fears prove correct, Tokyo 
may find itself competing for offshore 
business with tax rates that are at least 
40-50% higher than the going rates in 
London and New York, and more than 
double those in competing regional 
centres such as Hongkong and Singa- 
pore. 


ext to tax problems the main head- 
ache of the MoF bureaucrats 
charged with drafting an offshore-mar- 
ket blueprint is what to do about “leak- 
age" of funds between a largely deregu- 
lated offshore market and a domestic 
market in which interest-rate controls, 
as well as withholding taxes, still apply. 
The MoF’s initial stance on the leakage 
issue seems to have been that it would 
use the New York IBF as a model, re- 

roducing or adapting rules that stipu- 
ate a minimum value as well as a mini- 
mum period (two days) for offshore de- 
posits. But pressures from two of the 
more conservative groups within 
Japan's financial bureaucracy, the Bank 
of Japan (BoJ, the central bank) and the 
MoF’s own Banking Bureau, could 
mean that the initial thinking on leakage 
control will have to be tightened up 
quite drastically. 

The Banking Bureau is said to be 
worried that major Japanese banks 
might take advantage of the privileged 
tax status of offshore deposits to chan- 
nel funds from domestic accounts 
through their overseas branches into 
offshore accounts, thereby offering 
domestic depositors a better deal than 
they would get at home. The BoJ is con- 
cerned with the risk that banks might 

















"^r " e the O Ts lore market to evade re- 
serve requirements, a significant instru- 
ment of monetary policy inside Japan 
which will almost certainly have to be 
waived in the offshore market. 

BoJ argues that it would be ex- 
tremely easy for large Japanese corpo- 
rations to take advantage of the current 
lack of control on the transfer of yen 
funds to the accounts of overseas sub- 
sidiaries to shift large sums of money 
from domestic bank accounts into the 
offshore market. Bringing the money 
back into Japan might also present rela- 
tively few problems, BoJ says, under 
the current foreign-exchange laws — 
unless some specific steps were taken to 
plug “out-in” movements between the 
offshore and domestic markets. 





Bus of the BoJ's concern about 
reserve requirements and the Bank- 
ing Bureau's fears of tax avoidance, the 
MoF blueprint for the offshore market 
will probably have to go well beyond the 
example of the New York IBF in deter- 
ring "illegitimate" transfers of funds be- 
tween the domestic and offshore mar- 
kets. The final version of the MoF's plan 
is expected to set a minimum size of 
*Y 100 million for offshore deposits — 
four times the size of the New York 
floor level, and presumably enough to 
deter all but large corporate depositors 
from trying to launder domestic depo- 
sits through the offshore market. 

To discourage, or at least to be able 
to monitor, “out-in” transactions, BoJ 
will probably be authorised to impose 
the same (or higher) reserve require- 
ments than those applving to domestic 
market. These and other similar mea- 
sures may — bureaucrats to sleep 
soundly when Tokyo becomes home to 
two distinct financial markets sometime 
in the summer of 1986. Whether they 
will enhance the offshore market's 
value to operators is quite another ques- 
tion. 

A final issue subject to infighting be- 
tween the liberals and conservatives in 
the financial bureaucracy is the inclu- 
sion of securities in a Tokyo offshore 
market. The original proponent of 
offshore trading in Tokyo, Hosomi, has 
argued that if the government seriously 
wants to see Tokyo emerge as the centre 
for international yen transactions, secu- 
rities will have to be included. 

The MoF's Securities Bureau, how- 
ever, says Japanese banks would be get- 
ting an enormous, unfair advantage in 
the perennial battle between banks and 
securities companies if they were al- 
lowed to buy and sell securities in the 
offshore market — while companies 
such as Nomura, Daiwa and Nikko re- 
main barred from carrying out banking 
transactions inside Japan. 

The Securities  Bureau's stand 
against securities trading in the offshore 
market has the support of the BoJ, 
which sees trade in any transferable in- 
struments (including certificates of de- 
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posit, or CDs) as increasing the chances 


of leakage into the domestic market. 
But there are indications that, despite 
the strength of the opposition, a step- 
by-step approach to securities trading 
may be possible. One possible scenario 
is the introduction of CD trading to the 
market within six to 12 months of the 
start of business, to be followed by 
dealing in floating- (but not fixed-) rate 
notes of Japanese and foreign corpora- 
tions. 

The Kashiwagi panel, which was ad- 
journed but not dissolved after making 
its 17 September report to the MoF, 
could be reconvened to study this ques- 
tion, as well as other aspects of market 
liberalisation, once offshore transac- 
tions actually get under way. If this hap- 
pens, chairman Kashiwagi is expected 
to use his influence in favour of more 
rather than less scope for securities 
transactions. 

Whether the Tokyo offshore market 
offers scope for a wide variety of bank- 
ing and securities business, or only for a 
limited range of banking transactions, it 
is likely to be viewed with interest by at 
least one set of participants. Smaller Ja- 
por banks — which 

ave been allowed by 
the MoF to do foreign- 
exchange business but 
which have been barred 
by the ministry from 
opening their own over- 
seas branches — will 
for the first time gain 
access to an overseas 
market or its equivalent 
without having to use 
larger banks as agents. 
Bigger Japanese banks, 
which for the moment 
conduct the bulk of 
their Euroyen transac- 
tions through their 
London offices, may 
also see advantages in 
switching staff back to 


ios 

okyo's foreign- 
bankin community 
has welcomed the offshore-market ini- 
tiative — which it apparently sees as a 
ray of hope in the gloom that surrounds 
most aspects of its operations in Japan. 
But there is a clear risk that the rosy 
expectations of some foreign bankers 
could be disappointed by the reality that 
emerges from the bureaucrats' infight- 


ing. 

In order to convert the offshore-mar- 
ket initiative into a plus factor for 
Japan's international economic rela- 
tions, the authorities may have to take a 
political decision to make the market 
freer than MoF conservatives feel is 
warranted. Without such action, 
offshore transactions could turn out to 
be yet another in the long list of disap- 
pointments that have greeted foreigners 
attempting to do business in Japan's fi- 
nancial markets. 
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Tokyo is wary of speculation 
as bond futures return 




























By Richard Hanson in Tokyo 
|" 1949, American Occupation offi- 

cials banned the trading of bond- 
linked futures contracts from the Tokyo 
Stock Exchange (TSE), an action de 
signed to prevent a repeat of the ram 
pant speculation which regularly de 
stabilised pre-war Japanese securities) 
markets. On 19 October, the TSE’s firs 
bond futures contract in more than 
years is to be launched, but whetln 
there are enough speculators aroumd 
nowadays to make the new market 
is an open question. 

Battles over who will be allowed tà 
do what are still being fought among 
banks, securities houses and the aue 
thorities. Relatively high commissions 
will make it hard to carry on arbitrage2 
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And many Japanese companies and fie 
nancial institutions are simply wary over 
what is, in fact, a risky business. — | 

Despite the prospects for a less-tham 
robust beginning, it is now clear that thi 
development of a healthy futures mar 
ket is desperately needed by the govern 
ment to manage its deficit-ridden 4 
nances over the next few years, The 
are more than ¥120 trillion (US$50 
billion) in government bonds outstand-- 
ing. Debt issues are going to double in” 
volume as huge blocks of 10-year-olc 
debt mature, and need to be refinanced. ` 

The underlying cash bond market - 
has recorded spectacular growth in vol- 
ume in recent years. Big institutional in- ` 
vestors, who are already stuffed with 1 
government debt, need a hedge if they i 
are to swallow morc. 1 
The Ministry of Finance (MoF) has 
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elied on a mostly docile bank- and 
broker-dominated underwriters group 
to fix prices. With interest-rate deregu- 
lation taking hold, that will not work 
‘smoothly anymore. Investors have long 
been disadvantaged by an official ban 
‘on selling bonds short in the cash bond 
market. Banks, and other financial in- 
- stitutions, need bond futures, too. De- 
- regulation of deposit interest rates, 
— starting with large deposits, is beginning 
— to raise costs, as well as risks. 

— On 1 October, the MoF freed up in- 
- terest rates on deposits of Y 1 billion or 
"more. The current fixed 5.75% annual 
cost of a one-year deposit will rise to 
about 6.4-6.5%. As deregulation 
| spreads to smaller amounts, banks will 
| need a hedge against interest-rate 
. moves. 

| For those reasons, and because crea- 
— tion of a futures market was made part 
_ ofa 1984 US-Japan agreement on finan- 
il markets, the market was planned 
and set up with an urgency rarely seen in 
Japan's cumbersome bureaucracy. For- 
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‘mal study of the idea began about a year 


hi bear te vr 























- 
s ze JS 


Va + P 
J. CI« 


J 


ECONOMIC RELATIONS 



























E. 


. By V. G. Kulkarni in Singapore 

AQ ingapore's Prime Minister Lee 
Nw Kuan Yew laid the groundwork for 
wider economic cooperation with Pe- 
"king during his visit to China in Sep- 
‘tember. Lee met China's paramount 
- leader Deng Xiaoping and held discus- 
| sions with Premier Zhao Ziyang, while 
- the 29-member entourage of ministers 
- and officials accompanying Lee talked 
| trade with their Chinese counterparts, 
Although no concrete deals were under 
- negotiation, the broad outlines of future 
- cooperation were set. 

— Lee's visit marked the high point of 
‘the China fever which Singapore has 
Caught in the past year or so. Almost 
every week there is some Chinese dele- 
gation in Singapore, including some 
from remote areas like Qinghai, to seek 
trading opportunities or lure invest- 
| ments. Singaporeans have also been hit- 
| ting the road to China in droves. Early 
| this year, Singapore's former first dep- 
|. uty prime minister, and current deputy 
= chairman of the Monetary Authority of 
| Singapore Goh Keng Swee, was ap- 
- pointed an economic adviser — one of 
— several — to China's coastal special eco- 
. nomic zones (SEZs). While Lee was in 
| China, a Singapore MP, Fong Sip Chee, 
- was made an adviser to the northern 
—— Chinese city of Tianjin. 

| . Although Singapore's China fever is 
| partly a reaction to Peking's open-door 
- policy since the late 1970s, there are 
| Overriding domestic economic causes as 
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ago. In its has e to get going, the 
did not have time even to develop the 
software needed to computerise trad- 
ing. 

By keeping trading within,the frame- 
work of the TSE, only securities-linked 
contracts will be possible. Banks, brok- 
ers and the authorities all conspired to 
reject out of hand a proposal by Japan's 
commodity exchange members that 
they be included in the new market. 
(Commodity futures in Japan have a 
scandalous reputation. ) | 

A bond futures contract is a contract 
to buy or sell bonds at a fixed future date 
at an agreed price. In the pre-war days 
in Tokyo, futures were written against a 
vast array of bonds, including French 
Government issues. This time there will 
be only one product available, and that 
will be based on 10-year government 
bonds, an instrument which the MoF 
began issuing in huge amounts just over 
a decade ago. Planners of the Tokyo fu- 
tures market have borrowed ideas heav- 
ily from existing markets in Chicago and 
elsewhere. 


Hot on a new trail 


Singapore looks to China trade for a new source of growth 


well. With Singapore’s economy set for 
negative growth this year and its tradi- 
tional markets in the West becoming in- 
creasingly protectionist, the island re- 
public is exploring hitherto-neglected 
markets for its exports. 

Neighbours Malaysia and Indonesia 
have embarked on direct trade with 
China, cutting out Singapore’s middle- 
men who stand to lose several hundred 
million dollars a year. Although desig- 
nated Malaysian state agencies and pri- 
vate firms have been trading with China 
for some time, a considerable amount of 
trade continues to be funnelled through 
Singaporean enterprises with long- 
standing connections to Peking. But 
early this year, Kuala Lumpur gave 
notice it would take over most of its 
China trade from Singapore. After 
much  foot-dragging. Jakarta also 
moved this vear to begin direct trading 
contacts with Peking. 

However, in the interests of Asean 
solidarity, no public mention of this loss 
of entrepót trade to Singapore was 
made during Lee's trip. Zhao assured 
Singapore of increased bilateral trade. 
In 1980, a year after the first bilateral- 
trade agreement, total trade between 
the two countries amounted to S$2 bil- 
lion (US$909 million), with a balance of 
S$700 million in China's favour. By 
1984 it had increased to $$3.5 billion, 
with the balance still overwhelmingly in 
China’s favour at $$2.4 billion. Even 
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However, for the time being action 

on the market will bear little re- 
semblance to its American counter- 
parts. The most notable absence will be 
individual members, or punters, who 
contribute much to the character of 
trading in Chicago. Membership will be 
corporate (as with the TSE itself), A 
total of 141 will join in the first stage, in- 
cluding all TSE members, 13 special 
members (non-member brokers), 37 
banks (including Chase Manhattan, 
Bank of America and Citibank) and 
eight foreign securities houses with 
branches in Tokyo. Others will follow. 


A first, all members will not be equal. 
For instance, banks will be re- 
stricted to dealing for their own ac- 
count, a proposition which some for- 
eigners view as absurd. Bankers are al- 
ready lobbying for brokering rights in 
order to service their own customers. 
And the MoF seems willing to relax the 
rules once the market gets underway. 
Bond futures contracts will be based on 
price indices for fictitious issues of 





with the hoped-for increase in merchan- 
dise trade, it is unlikely that the lopsided 
trade balance will be reversed. 


A's China's 1 billion-plus popu- 
lation is seen as an enticing poten- 
tial market by all outsiders, the Chinese 
lack the buying power commensurate 
with the size of their population. The 
drain in foreign reserves caused by un- 
controlled imports — mainly consumer 
goods — last year has forced China to 
clamp down on such imports, effectively 
closing a potential market for Singa- 
pore's consumer electronics. Chinese 
authorities have also opted for a modest 
7% annual growth during the five- 
year plan ending in 1990, reinforcin 

their resolve to cool the overheate 

economy and curb imports. That leaves 
Singapore to concentrate on the ex- 
port of services and investment in 
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instrument introduced in Chicago in the 
1970s. The TSE's bonds will all carry a 
coupon rate of 6% and a perpetual 
maturity of 10 years, and can be con- 
verted into real long-term bonds at a 
predetermined rate. 

For the next year or two, that will be 
the only contract available. Minimum 
contracts will be for ¥100 million, and 
then multiples of ¥100 million. Five 
series of futures contacts will be listed 
on the TSE. Delivery dates will be in 
March, June, September and De- 
cember. To the relief of potential users, 
the TSE adopted a margin requirement 
(the amount of cash and collateral 
needed to conclude a contract) competi- 
tive with international standards. In- 
vestors must ipe up 3% of the value, but 
only 1% need be in cash. In theory, that 
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means an investor can participate with 
¥3 million; in practice, the MoF will re- 
quire that the minimum cash and collat- 
eral be set at twice that — in effect 
doubling the size of the minimum con- 
tract. 





CANA, a trend which has already emerg- 
ed. 

Rong Fengxiang, China's trade rep- 
resentative in Singapore, estimated 
early this year that more than 30 Sin- 
gaporean companies were involved in 
investing in China projects with a total 
worth of US$400 million. Some recent 
estimates have put the figure at 46 pro- 
jects worth more than US$500 million, 
though the actual investment would be 
much smaller as most of these projects 
are joint ventures and indirect invest- 
ments like management and consul- 
vy iad re 

e largest project is that of Wan- 
nian Holdings, involving the building of 
a warehousing and cold-storage com- 

lex valued at US$182 million in the 
henzhen SEZ. Of the 46 ventures, the 
14 in hotels and six in construction and 
engineering account for 90% of the total 
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uities, can be 
70% to 95%, but additional cash mar- 
gins must be provided when prices move 
more than a point. There is no transac- 
tion tax, but a substantial commission of 
0.03% will be charged on the first ¥1 
billion, or 0.02% on larger amounts. 
Banks say that the commission cost will 
in fact discourage arbitrage. 


à ees MoF has yet to rule on how ac- 
counting and tax rules will apply to 
hedge transactions for banks, poten- 
tially a significant influence on bank 
trading in futures. That will eventually 
be resolved. What is less clear is whe- 
ther the market will attract enough 
speculators to make it work. The Japan- 
ese cash bond markets tend to be one- 
way affairs, and institutional investors 
tend to hold rather than trade bonds. 
Brokers are counting on Japanese cor- 
porations to take an interest, along with 
some rich individuals. But since Tokyo 
is going to be a one-instrument market 
— and a long-term instrument at that — 





value. The second-largest group com- 
rises 14 labour-intensive manufactur- 
ing units — 11 in home appliances and 
electronics, and one each in food, tex- 
tiles and garments. Six projects are in- 
volved in supply bases for offshore-oil 
exploration in the South China Sea. 


W hen Chinese Vice-Minister for 
Foreign Economic Relations Wei 
Yuming visited Singapore in July, he 
brought along a list of 69 joint-venture 
projects worth some US$600 million. 

hese ranged from hotels and electro- 
nics to agriculture and plastics. Singa- 
pore ministers in Lee’s travelling en- 
tourage told the accompanying local 
press that projects worth S$! billion 
were mentioned in the talks as possible 
ventures, 

The Chinese side showed keen in- 
terest in Singapore's expertise in hotels, 
tourism facilites, aviation, and the man- 
agement of ports and oil-supply bases. 
China we} oe also allow international 
flights to land in provincial cities with 
tourism potential, an offer Singapore 
Airlines could exploit. Peking also re- 
portedly asked Singapore to help in de- 
veloping civil-aviation facilities in 
Guangdong province and Shanghai. 

China has promised to send at least 
60,000 barrels per day (bpd) of its crude 
for refining in Singapore for the next 
three years. However, China is already 
refining 80- 100,000 bpd in Singapore on 
short-term contracts. Thus, its three- 
year commitment falls short of its exist- 
ing usage of Singapore refineries. Singa- 
pore wanted China to take an equity in- 
terest in its S$2 billion petrochemical 
complex, which is suffering from the 
pu of petrochemicals in the world mar- 

et. But China appeared to have de- 
murred. Even for the purchase of pet- 








the chances of a sudden boom in trading | 
a 


appears slim. " 
Moreover, brokers are going to be | 
watched carefully to ensure that futu s | 
are not marketed recklessly. Much will | 
depend on how aggressive Nomura - 
Securities, Japan's biggest broker, — 
pushes the new wares. Officials worry | 
that Nomura could dominate the mar- 
ket to an unhealthy degree. Most bank- | 
ers agree that Japan, and the the futures 
market, need short-term instru- D: 
ments to attract investors. Short-term f 
government bonds are to be issued in 
the not-too-distant future. But it could — 
be another three years before a new fù- 
tures vehicle is allowed, probably based | 
on medium-term government bonds. | 
Forecasts vary over how active the . 
Tokyo futures market will be. Optimists 
see annual volume reaching about ¥500 
trillion in a year. A more cautious view - 
is 300 trillion. Japan's cash bond mar- 
ket turnover is 1,200 trillion. The more ` 
conservative guess means about 30,000 
contracts a day, or one-tenth the volume - 
of the Chicago Board of Trade. 
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rochemical products from Singapore, — 
the Chinese merely said they would buy ` 
if prices were competitive. | 

Singapore offered its banking sector 
to finance China's counter-trade and 
was even willing to consider Singapore- ~ 
dollar denominated syndicated loans if — 
the goods were purchased through - 
Singapore. Singapore is also hoping to ` 
sell to China the plant and equipment of - 
some of its industries — mainly ship- 
building, plastics and garments — whieh - 
are being phased out as unprofitable. - 
This could prove to be a mutually bene- 
ficial move. | 

Despite the unusually upbeat repor- - 
tage of Lee's trip in the local press, it - 
was evident that the negotiations © 
tended to be general and tentative and ` 
no major agreements were concluded. - 
The two sides agreed to form liaison — 
bodies at the governmental level to fos- 
ter cooperation. They also agreed to” 
draft an investment-guarantee agree- - 
ment. Singapore has similar agreement 
with eight Western countries and Sri - 
Lanka guaranteeing mutual invest- 
ments against war losses and non-com- 
mercial risks of appropriation. 

Even as investments are guaranteed 
the flow of capital is mostly a one-way 
street when it comes to China projects: 
Rates of return on capital projects im 
China tend to be low and the payback 
aie will be long. Whether Singapore- 

as the resources for large-scale invest- 
ments, when the local economy itself is 
facing dwindling investments, is 
another factor. The Chinese want 
Singapore to take over a large part of an 
SEZ and make a success of it. Lee said 
that the success or failure of one or 
two initial major ventures in China 
would decide the scope for future co- 
operation. [a] 
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By Robert Delfs in Hongkong 


approved by the national party confer- 
ence on 23 September, is a victory for 
their power within the leadership of the 
Chinese Communist Party. Despite in- 
creasing signs of economic instability 
during the past year, the proposal shows 
‘No retreat on reform and little evidence 
_of compromise. 

_ The proposal — the outline princi- 
ples on which the plan will be based — 
— *embodies the Decision on Reform of 
- the Economic Structure" of the 12th cen- 
_ tral committee’s third plenary session in 
October 1984 (REVIEW, 1 Nov. '84), 
Premier Zhao Ziyang said. But whereas 
the Decision served primarily to justify 
‘the need for reform, the new proposal 
goes a step further by writing specific re- 
form measures into the national econo- 
mic agenda. Unlike the Decision, how- 
ever, there was no indication that this 
proposal was adopted unanimously. 

— Party elder Chen Yun, head of the 
Central Commission on Discipline In- 
spection, delivered a dissenting speech 
at the close of the conference, criticising 
what he termed “excessive” reliance on 
market forces, lack of attention to grain 
production and corruption (COVER 
STORY, page 36). This suggests that 
Support for the proposal may have been 
— considerably less than unanimous. It is 
- likely that the Dengists held to an un- 
- compromising position on reform, even 
at the cost of failing to obtain a unani- 
- mous or near-unanimous endorsement, 
rather than diluting the content of the 
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— . The extraordinary party conference 
convened to approve the proposal and 
elect younger leaders to key party or- 
gans REVIEW, 3 Oct.) is comparable in 
authority to a full party congress, which 
is normally held every five years (the 
next congress is due in 1987). 
— Like last year's Decision, the propo- 
sal is now a binding statement of party 
f policy which all party members must 
- Support under the principle of democra- 
| tic centralism, and if necessary the 
_ party's internal-disciplinary apparatus 
can be used against members who 
| Obstruct its implementation. 

-— China has only implemented two 
_ previous five-year plans, neither of 
- which was actually put into effect until 
_ well into the plan period. The first FYP 
l (1953-57) was not implemented until 
_ early 1955 due to policy differences 
within the leadership, and the sixth FYP 
(1981-85) was eves two years late, 
at the end of 1982. The second FYP 
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pie, less sky 
China's new economic guideline emphasises continued reform 


"he proposal for China's seventh! 
- M Five-Year Plan (FYP) for 1986-90, 


the reformists who have consolidated: 
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(1958-62), outlined in proposal form at 
the Eighth National People’s Congress 
in 1956, was swept aside by the Great 


Leap Forward and the intervening 
third, fourth and fifth FYPs, covéring 
years of intense internal political strug- 
gle in China, were merely notional. 
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discussed In Tas 
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discussed in last year's Decision. Rapid 
expansion of the services sector, a cen- 
tral theme of the World Bank study, was 
presented as one of six major principles 
of econdmic development in the propo- 
sal. The’ proposal also mirrored the 
bank's recommendations on commer- 
cialisation of housing and social-secü- 
rity systems, gariculture! investment, 
expansion of market networks and price 
reforms. ” | 
The proposal is hot the plan itself, 
but rather a set of strategic principles 
and guidelines which the State Council 
is to use’in drafting the formal docu- 
ment. The final plan, which is expected 
to be fat more detailed, is to be com- 
pleted"over the next few months and 
submitted to the National People's Con- 
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- gress for approval in 1986. 


Thé proposal is divided into seven 
parts, the first of which includes-an 
analysis of the sixth FYP and pre- 
sentation of general guiding prin- 
."ciples — which include giving prior- 
. ` nity to reform and maintaining bal- 
anced supply and demand, accu- 
' mulation: iivestinent) and con- 

sumption in the economy. Total in- 
vestment in fixed assets in 1986 and 


17 1987 is tó be pegged at the 1985 level. 
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There are striking parallels between 
the proposal and a recent World Bank 
study of the Chinese economy. The 
World Bank report, not yet officially re- 
leased, presents alternative growth 
scenarios for China over the period 
1981-2000 (REVIEW, 23 Aug.). The pre- 
ferred scenario of balanced growth pro- 
jected average industrial-output —— 
of 7% , matching the new planned target 
for 1986-90, and average gross domestic 
product growth of 6.6%, which is close 
to the planned gross national product- 
growth target of 7%. 





Te stress on priority development of 
energy and transportation in both 
the plan proposal and the World Bank 
report is not surprising, but the World 
Bank study also anticipated several 
themes which are extensively developed 
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Actual fixed-assets investment is sky- 
rocketing this year, but the effect of 
holding this figure steady for the fol- 
lowing two years would be gradually to 
reduce investment as a proportion of 
GNP. 

The proposal sets very few specific 
targets, and those are largely consistent 
with: previous statements. Economic 
growth in terms of output value is 
targeted to rise an average 7% a year for 
industry and 6% for agriculture. The 
total value of industrial and agricultural 
output in 1990 is expected to reach Rmb 
1.1 trillion (US$369.8 billion, at current 

rices), approximately twice the, 1980 
evel in real terms. 

Interestingly. the proposal also pro- 
vided a GNP Hine target of 776 a 
year, with total GNP expected to reach 
Rmb 1.6 trillion in 1990. This supports 
earlier indications that China will con- 
vert its national accounts from the 
Soviet-derived net material-account 
method to the GNP system widely used 
by market economies. 

State revenues are expected to total 
Rmb 900 billion over the plan period, an 
increase of 40% over the 1981-85 total. 
Per capita consumption is to increase by 
an average 4-5% a year. The proposal 
also targets 1990 output levels for elec- 
tricity generation (550 billion kWh, 
46.8% more than in 1984), coal (1 bil- 
lion tonnes, 30% higher than 1984) and 
crude oil (150 million tonnes, 31% more 
than 1984). 

The core of the report consists of 
what are termed six major principles of 
economic development: | 
» The first of these affirms that ag- 
riculture remains «the foundation :of 
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and calls for further improvements in 
working conditions and steady all- 
round development. 

The proposal takes a strong position 
on the controversial issue of rural indus- 
try. Township and village enterprises 
have expanded — in the past two 
years, notably in southern Jiangsu and 
northern Zhejiang, and are now the 
most dynamic sector of the entire 
Chinese economy. But they have been 
blamed for contributing to excessively 
high growth in industrial output in 1984 
and in the first half of 1985. Conserva- 
tives are nervous about rural enter- 
prises, because most of them operate 
entirely outside state planning and con- 
trols (REVIEW, 11 July). Chen, in his 
dissenting speech at the conference, 
singled out rural industrialisation as a 
threat to grain production. 

The proposal, however, describes 
township and village enterprises as “the 
essential way to revitalise China’s rural 
economy,” and the rai to “systemati- 
cally transferring surplus rural labour 
from growing crops to other lines of 
work.” In general, rural enterprises will 
concentrate on agriculture-related op- 
erations, nauding rocessing, trans- 

rt, su and marketing. 

- Where cible: however, rural 
townships are encouraged to develop 
small-scale mining, hydroelectric power 





in Portugal | 





A series of momentous decisions by the government in 
Lisbon has now made Portugal one of Europe's most 
attractive localities for foreign investment. Portugal has 
opted for democratic rule, fiscal responsibility and member- 
ship within the European Economic Community. 


| would be interested in attending the WORKSHOP 
ON FOREIGN INVESTMENT OPPORTUNITIES IN 


PORTUGAL. 
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generation and. T 
production, and more developed areas 
can expand industries on a larger scale 
and generate exports. The proposal says 
"anyone who invests in or manages an 
enterprise will receive the benefit of it,” 
encouraging peasants to develop rural 
enterprises and undertake infrastruc- 
tural projects and services related to ag- 
riculture. 


S: investment in agriculture is 
to be increased, but these funds 
will be concentrated in large-scale pro- 
jects such as water conservancy, soil 
conservation and land reclamation, 





Friday, October 18, 1985 
at the Hyatt Regency, Macau 


: with its ex-colonies. 


: costs. It has a range of skilled manpower in agriculture, 
: industry and service activities. 
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Portugal therefore offers special attractions 
for the foreign investor: 


* As Europe's westernmost country, it is strategically 
positioned on shipping and communication routes linking 
the Americas, Africa and the Middle East. 


. * It is a politically stable country, and the government offers 
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: very liberal foreign investment legislation. 


: e [t now has privileged political and economic links with the 
: European Economic Community, with the European Free 
: Trade Area (of which it was a founder-member), and also 


: e [t can offer outstanding labour quality at very competitive 
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: The workshop is conducted in English, with simultaneous 
Biidness adüniii: : translation in Cantonese. Send the application form to: 

+ eee eee eee OTC Ree hee eee eee : Workshop S etariat, 
Luso International Building, 8th Floor, 


Rua Dr. Pedro Jose Lobo 1-3, 













» The second major principle is ex 
panding uction of consumer goods 
and residential construction. The plan 
envisages a steadily expanding demand 
for better-quality and incidid ied 
consumer goods, including food, cloth- 
ing, housing and consumer durables 
These sectors are to retain priority ac 
cess to credit, foreign exchange, energy 
and materials supplies. Price differen 
tials between higher-quality and ord 
nary products are to be increased. — — 
"Centralised construction and allc 
cation of housing in cities and tow! 
[and] low rents . . . has hampered soli 
tion of the housing problem and ii 
posed an increasing financial burden ¢ 
the state," the proposal says, calling f 
methods to commercialise housing 4 
soon as ible. This will stimulate th 
residential construction industry amc 
correct the “lopsided concentration | 
urban residents’ purchasing er « 
durable consumer goods.” the Wor 
Bank has also recently argued that cor 
mercialising housing would simultane 
ously ease the subsidy burden of tl 
government and soak up urban purchas 
ing power. | 
» The third principle concerns | 
projects in energy, transport, telecor 
munications and the raw and sem 
finished materials industries. These se 
tors have been critical bottleneck 
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| nomic growth has surged to insupporta- 
raised gradually, the proposal said. 
| Freight volume should reach 30% 
| beyond the 1985 level by 1990, and car 
| manufacturing should be developed as a 
| key industry. Production of rolled steel 
s targeted to reach 44 million tonnes by 
| 1990, an increase of 3095 over 1984 — 


| tion of existing steel mills. 

' > The fourth major principle is ac- 
| celeratin 
M industry (meaning service industries in- 
| cluding commerce, transport and fi- 
| nance) and expanding the share of ser- 


| striking of several points of convergence 
| between the proposal and the recent re- 
| port on the Chinese economy by the 
| World Bank. 
| Tertiary industry is “one of the 
| marks of a modern economy," the pro- 
t - posal said, and the key to launching ter- 
| tiary industry “lies in further relaxing 
| restrictions and vigorously developing 
| the collective and individual sectors of 
| the economy," though state investment 
| in tertiary industry is also to be in- 
| creased. 
| » The fifth principle stresses expand- 
| ing, renovating and improving the 
| technological level of existing enter- 
| prises as an alternative to building new 
. ones. This is obviously linked to holding 
| down investment costs, but it also 
. strikes at one of the key weaknesses of 
— the Chinese economy: the extraordin- 
| ary gaps in relative efficiency and tech- 
| nical sophistication between the most 
j . advanced and the general level of enter- 
M prises in any particular sector. This 
| problem is to be addressed in part by 
—| reorganising enterprises and removing 
| barriers between different depart- 
ments, regions and between the military 
and civilian industrial establishments. 
| Investment funds are to be concen- 
| trated on technological improvement 
| and higher depreciation rates made 
| available to certain sectors. 
» The sixth principle divides China 
- into three broad geographic regions — 
| East, Central and West — and proposes 
| different strategic approaches to deve- 
, | lopment in each. As the most-de- 
| veloped region, the East is to lead in de- 
| veloping new industries, particulary 
.| knowledge and technology-intensive in- 
| dustry, absorbing foreign investment 
n" and developing exports for world mar- 
| kets. The Central region is to emphasise 
energy, chemicals and other raw and 
semi-finished materials while develop- 
ing more advanced industry where pos- 
sible. The relatively under-developed 
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si 


forestry, animal husbandry, prelimi- 
nary exploration of resources and basic 
processing. | 

This division acknowledges the tre- 
mendous disparity in conditions and 
level of development among different 





| bly high levels. Energy prices should be 


| mostly through expansion and renova- 


the development of tertiary 


| vices in the economy. This is the most 


West will concentrate on farming, 


as to 














In a separate section, the proposal 
affirms that "it is China's basic national 
policy to open to the outside world," 
calling for an increase in total trade of 
40-50% from 1985-90. The key to the 
open policy will be increasing foreign- 
exchange earnings through exports, the 
proposal said, and this will require 
further shifting the export-product mix 
from primary to finished products. Im- 
ports, however, will shift towards com- 
puter software and key items of equip- 
ment and machinery. 

It calls for further reform of the 
foreign-trade system,  decentralising 
trade management but retaining cen- 
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tralised control of foreign exchange, 
and rational adjustments of the ex- 
change rate in response to price move- 
ments in both domestic and world mar- 
kets — a point which may presage 
further devaluation of the renminbi. 


oreign commercial borrowing should 

be increased in developed areas, 
the proposal says, primarily for projects 
with high anticipated rates of return, 
potential for earning foreign exchange, 
or which can develop import substi- 
tutes. Concessionary loans should be 
concentrated on energy, transport and 
other infrastructural areas. (The World 
Bank, in a statement issued on 30 Sep- 
tember, also noted that China will need 
to rely more on commercial borrowin 
because its access to concessional lend- 
ing for the rest of the decade will be 
limited to no more than US$600 mil- 
lion a year, mostly from Japan, beyond 
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what is available from the World Bank.) 
The role of the special economic 
zones, coastal cities and other areas 
where new policies to encourage foreign 
investment have been introduced is af- 
firmed, with emphasis on these areas 
developing their potential to earn 
foreign exchange through exports. 
Another major section of the pro- 
posal discusses structural reforms, 





‘closely linking the new plan to the 


Decision. It called urban economic 
reforms a “formidable and complicated 
problem of systems engineering.” The 
roposal stressed the need to stimu- 
ate enterprises by providing them 
with more autonomy and management 


power, expanding the role of market 


forces and eventually fully separating 
the roles of the state and economic 
enterprises. 

The plan explicitly calls for openin 
and expanding markets for funds an 
technology, as well as encouraging a ra- 
tional flow of labour, implying further 
liberalisation in the areas of finance 
(particularly Vie finance) and giving 
greater job mobility to some categories 
Of workers. Only by establishing an 
integrated network of markets, the pro- 

sal says, “can we enable competitive 
orces to play their role in selecting the 
superior and eliminating the inferior 
and allow economic levers to perform 
their regulatory functions . . .” 

As market networks develop, the 
scope of mandatory planning is to be 
further reduced in favour of guidance 
planning, though administrative means 
will still be required, particularly next 
year, to reinforce indirect macro-econo- 
mic controls (such as credit and fiscal 
pones) which remain primitive and 
argely ineffective. 

e key to expanding market forces, 
as ever, is price reform. The proposal 
said pee controls on consumer goods 
should be systematically relaxed. For 
machinery and materials (currently dis- 
tributed under a dual-price system), the 
proportion sold at state-set prices 
should be gradually reduced, and state 
prices adjusted to converge with market 
prices. 

Tax reforms are planned — with two 
objectives. The first is to equalise the 
burden so that enterprises can compete 
on an equal footing; the second is to 
clarify the blurry distinctions between 
central ^ and local overnment 
treasuries. (During the plan period, 
central, local and shared-revenue taxes 
and expenditures are to be segregated. ) 

The independence and power of the 
People's Bank of China (the central 
bank) is to be strengthened so that it 
can better control money and credit sup- 

ly, interest rates and foreign exchange. 

e specialised banks, however, will 
gradually be transformed into enter- 
prises (they are still government agen- 
cies) operating independently within 
the policy guidelines set by the central 


bank. go 
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f you are one 
of the world’s few who have 
reached the top (or soon will), 
you should consider our private œ 
banking service. Exceptional in 
many ways, it combines the global 
experience, resources and security 


For over 65 years, American 
Express Bank has meant exceptional 


of American Express Bank with service in meeting the financial needs 
personal financial service that is the utmost discretion. He can pro- of clients around the world 
second to none. pose a variety of ways to profit from Today, these services also include 

As a valued client, you benefit growth situations throughout the American Express Bank Gold Card 
from a broad spectrum of banking ser- world, always with due concern for privileges, and our exclusive, round- 
vices, tailored to your specific needs. the protection of your assets. the-clock Premier Services," for the 
These include accounts in major Our private banking clients personal and business travel needs of 
currencies, asset management, long- enjoy still another key advantage : certain clients. 
and short-term investments, trust and — access to the worldwide investment American Express Bank : the finest 
custody services. All are provided with opportunities available through the in personal financial service, by one of 


American Express Bank's traditional 
commitment to excellence. 


American Express family the world's largest banking networks 
, of companies, offering For complete information on how 












Your personal Account Officer you many additional American Express Bank can help you 
will make certain that your affairs are ways to protect and reach your personal goals, visit or 
handled swiftly, accurately and with increase your assets. telephone us today. 


World beadquarters of American Express 
Bank Ltd. will soon move to its new home in 
the 51-story American Express Tower, nou 
nearing completion in New York City. 


American Express Bank 


American Express Bank Ltd. 
An American Express company 





DID YOUR 

COMPANY 

MAKE THE 
“REVIEW 600? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
history. 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 
products and many, many 
more. 


As the world's premier publi- 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes- 
sions more cost effectively 
than any other publication in 
Asia. 


To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600. 


For a composite of every ad- 
vertisement carried write, on 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd. 
GPO Box 160, Hong Kong 





Nixdorf lets c 





he more things a banker can 

do at one time, the better it is — 
for the bank, and the bank's cus- 
tomers. 

And happy customers bring the 
bank more business. Which, in 
turn, makes it even more important 
for the banker to get more things 
done. Which is where Nixdorf 
Bankware comes in. 

At Nixdorf, productivity is para- 
mount. So we work very hard at 
creating computer systems to 


self-service terminal 


make bankers more productive for 
their clients. 

And we have a great deal of ex- 
perience doing business in Asia, 
especially with banks. 

We've found that people like to 
help themselves at banks. (Legally, 
of course.) So we've designed 
self-service terminals that make it 
child's play to check balances, 
make deposits and make with- 
drawals. To these, we've added 
multifunction workstations, which 


yanker do many things at once 
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ATS — automatic teller safe 


allow the banker to be free of you need us, we're there. Which ^ Australia, Telephone (02) 4 39 54 
‘outine tasks, and concentrate on can be very reassuring, especially Hong Kong, Telephone (05) 20 22 2: 
»ersonal service, andthejobsthat in an industry filled with com- Indonesia, Telephone (021) 51 49 16 
'equire special expertise. panies who aren't exactly famous Japan, Telephone (03) 4 40 03 51 
Multifunction workstations pro- for keeping their promises. Korea, Telephone (02) 7 35 01 31 
/ide up-to-the-second infor- We're here. And we're staying Malaysia, Telephone (03) 66 03 62 
nation and pertinent data, sojobs here. Permanently. New Zealand, Telephone (09) 39 98 66 
jet done faster and better. Nixdorf Computer (S) Pte. Ltd. Sri Lanka, Telephone (01) 57 55 45 
All of these systems are de- Regional Office Asia Pacific Thailand, Telephone (02) 2 35 33 12 


signed and built to the exacting 3-07-01 NOL Building 

standards that have made Nixdorf 456 Alexandra Road 

a legend all over the world. Our singapore, 0511 —, Tel.: 2 74 11 00 NIXDORF 
service, too, is legendary. When Telex: RS 55700 NIXREG COMPUTER 


For 230 years we have been a Swiss bank that : 
prefers to do everything for a few rather than a little 

for everyone. This has gained us the 

reputation of being one of the top addresses in 


Banking. 





Where could any international big bank 
with privacy as its trademark be better 
located than in Europe, in Switzerland, in 
Zurich, on the Bahnhofstrasse? 


Bank Leu 


Bank Leu Ltd, the oldest Swiss bank, founded in 1755. 

Head office: Bahnhofstrasse 32, P. O. Box, CH-8022 Zurich, telephone (1) 219 11 11, telex 812 174, cable bankleu zurich. 

New York branch: 375 Park Avenue, Suite 310, New York, N.Y. 10 152, telephone (212) 418-0300, telex ( WUI) 666 924. 
Affiliated banks in Geneva, Basel and Nassau/Bahamas. Repr. offices in Amman/Jordan and Tokyo (opening January 1986). 


Their home is Saudi Arabia, 
but they're doing their 
homework in Houston, Boston 
and Tokyo. 
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They come from cities like Riyadh, and not only are they highly moti- our people to be our most impo! 


Yanbu and Jubail. But they're vated, they are dedicated. tant asset and our most precious 
living and learning in Houston, Dedicated to maintaining and ad- resource. 

Boston and Tokyo. Learning the — vancing what is today one of the 

world's most advanced techno- most sophisticated technological 


logical skills from our joint venture complexes in the petrochemical 


petrochemical partners like Exxon, world. Plants and cities carved out World Class Petrochemicals. 


Mobil and Mitsubishi. Skills they’ll of the desert that have trans- World Wide Cooperation 
put to good use when they return formed natural gas resources into p 
home to Saudi Arabia. world-class petrochemicals, right ^ Saudi Basic Industries Corporation 

They are part of SABIC (Saudi at the source. PO Box 5101, Riyadh 11422, Saudi Arabi 
Basic Industries Corporation) Valuable though our petro- Telex: 201177 SABIC 5] 


chemicals may be, we consider 
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Together in adversity 


Less must go further for Indonesia's workers 


By Lincoln Kaye in Jakarta 


new word has found its way into the 

headlines of Indonesian news- 
papers: PHK, an acronym of the phrase 
for “rupture of employment relation- 
ship.” But Manpower Minister Sudo- 
mo still congratulates himself for stem- 
ming the tide unemployment in the face 
of a downturn in the country's oil- 
driven economy. 

With a workforce of 62 million, he 
pointed out in an interview with the 
REVIEW, Indonesia expects no more 
than 30,000 layoffs this year. 

Instead of mass layoffs, Indonesian 
workers have been called on to accept 
shortened shifts and skimpy wage incre- 
ments. Hard-pressed companies have 
been allowed by Sudomo's ministry to 
trim payrolls in order to stay in business 
and preserve the jobs of workers. Mini- 
mum wages have even been set below 
the state-determined subsistence levels 
in some parts of Indonesia, apparently 
in the hope that, if industry can be 
sufficiently stimulated, — better-paid 
workers will subsidise their poorer rela- 
tives. 

Such measures, Sudomo said, testify 
to the flexibility of Indonesia's labour 
market and manpower institutions in 
— to downturns as well as 
booms. The non-adversarial “Pancasila 
industrial order" (named after In- 
donesia's five-point state ideology), 

re-empts strikes and lock-outs by 

ringing union, management and gov- 
ernment representatives together in re- 
gional councils. All parties should view 
the workplace as a kind of "industrial 
family," Sudomo stresses. 

In practice, dispute resolution has 
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shifted increasingly away from the 
workplace as negotiating authority 
passes from craft and enterprise unions 
to the regional and national labour fed- 
erations. This centralisation, Sudomo 
explained, reflects organised labour’s 
freedom, under the New Order, from 
the grip of party politics and its assump- 
tion of a “broader social role.” A gov- 
ernment official privately commented, 
however, that centralised labour feder- 
ations offer a stronger potential power 
base for the ruling Golkar political fac- 
tion. 

But unionised, salaried labour repre- 
sents just a fraction of the electorate 
that the government must appease. 
Census figures cited by Mayling Oey in 
a recent University of Indonesia (UI) 
seminar on the country’s industrial 
prospects showed, as of 1980, fully 56% 
of the population engaged in agriculture 
and another 13% in “trade,” the cate- 
gory thought to capture the greatest 
proportion of the self-employed “infor- 
mal” sector. Just 9% were employed in 
the manufacturing sector. World Bank 
projections (REVIEW, 16 May) foresaw 
only marginal changes in these propor- 
tions well into the 1 | 


A proronged downturn could make 
or an even lower proportion of the 
workforce absorbed into the formal sec- 
tor, Sudomo admitted. The most recent 
Repelita (five-year plan) projects that 
the workforce will increase by 9.3 mil- 
lion by 1989. Yet, even with an optimis- 
tic projection of a 5% average yearly 
gross domestic product growth over the 
plan period, only about 7.4 million new 


jobs will be created; pessimistic 
scenarios predict as few as 6.1 million 
new jobs. 

In the 1970s oil-boom, Sudomo re- 
called, when Indonesia's GDP growth 
averaged nearly 8% a year, the econ: 
omy generated only about 12 million 
jobs over the entire decade. In the cure 
rent sluggish conditions, he expects 4.5 
million workers will have to be abe 
sorbed into the "informal" sector during 
the current Repelita. 

The Manpower Ministry offers them 
what help it can, training some self-em- 
ployed service purveyors in needed 
technical and management skills 
through its 154 training centres. For its 
graduates, the ministry will stand as 
guarantor to concessionary bank cred- 
its. Sudomo admitted that such pro- 
grammes can reach only a small fraction 
of the informal sector. Likewise, his ef- 
forts to intercede with local officials on 
behalf of hard-pressed peddlers and 
shopkeepers whose businesses are 
threatened by urban-renewal schemes 
or licence requirements. 

In the agricultural sector, to staunch 
the seasonal flow of farm workers into 
the cities, Sudomo has instituted a pub- 
lic-works programme that generates à 
quarter of a million part-time jobs à 
year in the countryside. At the same 
time, the Manpower Ministry attempts 
to shore up jobs by controlling the intru- 
sion of mechanised farming methods, 
Sudomo cites the instance of sugar cane 
harvesting: 10 ha of sugar cane could be 
mechanically reaped in a month by 
modern methods, thereby displacing six 
months’ work for about 7,000 cane cut- 
ters. The Manpower Ministry has cho- 
sen to bar the use of the mechanical har- 
vesting equipment, even at the cost of 
reduced efficiency. 

Policymakers, in their pursuit of 
equity — a Pancasila goal — sometimes 
must trade off economic efficiency, 
Sudomo said. But he feels that such en- 
terprises as the state-backed aircraft 
makers and steel mills offer Indonesia 
valuable technology transfer and a se- 
cure supply of strategic commodities 
that justify their carrying costs. 

To bear these costs, Indonesia is 
helped by the — “resilience” of its 
labour market, Sudomo added. Some of 
the slack can be taken up by export of 
workers (currently numbering nearly 
250,000) to Malaysia and the Middle 
East, Transmigration can ease some of 
the pressure on over-crowded Java and 
Bali. 

But it is still on the absorptive capa- 
city of the informal sector that Sudomo 
places his greatest hope of weathering 
the downturn. Even some decline in 
real incomes can be tolerated, he 
suggested. 

is resilience has its limits, Sudo- 
mo realises, but he argues that the econ- 
omy now is incomparably stronger and 
the current downturn will not last for 
ever, 
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] f “that has gripped world shipping in- 





linant shipbuilders of Japan and South 
ea are at each others’ throats for 
business. Now Taiwan and China 
starting to enter the fray. This seem- 
unwinnable war has produced few 
alties among shipyards to date, but 
robably will if it continues. 
is ship prices test new lows, specula- 
ordering by owners — in the hope 
iodernising fleets at minimal cost — 
exacerbating an already critical over- 
upply in all sectors of the market. Offi- 
ials of Japan's Hitachi Zosen, a major 
uilder, point out that prices 
Ow average about. 66 on an 
index of 1981-100. Putting it 
nother way, there was consen- 
sus among shipyards polled by 
London-based Drewry Shippin 
Consultants recently that a 20% 
rise in newbuilding prices was 
needed to secure a satisfactory 
return. 
=- Japans NYK Research 
Chamber, in a mid-1985 study, 
estimated the surplus of supply 
over demand in the tramp (dry- 
bulk) shipping markets at almost 
0% at the end of 1984. The gap 
was more than 30% in the tanker 
market. For the tramp market, 
NYK’s “base-case” projection 
was for a steady widening in this 
gap towards 1988; for tankers, it 
sees rather more stability. There 
"agreement among analysts 
that the early 1990s should see 
low return to balance, but it 
ikely to be a precarious balance 
based more on the need to re- 
lace tonnage than on real de- 
rand, and as susceptible to the 
istry's fickle cycles as ever. 
We have. faced crises. an 
past," said. Saburo. 
suka; an associate di- 
ector at Japan's Ishika- 
ajima-Harima Heavy. 
Industries (IHI), “but . 
never so long and never 
throughout all sectors of 
the market — there al- 
rays used to be pockets 
f demand to see us 
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Depression 


Japan receives appro- 
imately half of world 
hipbuilding orders, a 
roportion that changed | 
tle during 1979-84 but 
ch megan to shp ae 
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ith no early end in sight to the crisis 


stries for the past three years, the do- | 


EAST ASIA: BIGGER SLICE, SMALLER PIE 
World shipbuilding orders received 






115510] 19.1 million gross tons 


* Assn. of West European Shipbullders. 
Source: Japan Ship Exporters' Association. 
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*couneit tor the ilionaiination of the Shipping and 4 Shnbuling industries. 
Source: Ministry i Transport. l l 


in 1985. As Europe’s slice of the pie 
has shrunk, developing countries, most 
notably South Korea (and more re- 
cently, on a smaller scale, Taiwan), 
have muscled in. The South Koreans 
burst on to the scene in the late 1970s 
and in 1979 captured 6.3% of world 
orders. Their share peaked at 19% in 


1983, slipped to around 15% in 1984 and. 


looked to be about the same for the cur- 
rent year. 

However, market shares (in a mar- 
ket which, overall, has been shrinking 
during the past three years), are of li- 
mited significance when there is little 
money to be made out of filling them. 
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JAPAN'S CUTBACKS 
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| cussed, little is being done 








On the crudest comparison of mat- 
erials, labour costs (South Korean 
labour is paid about one-third of 
Japan's, but Japanese productivity is in 
some cases rather more than double. 
that of South Korea), and financing 
terms, the implication is that a number 
of players are losing money on the game 
just to stay in business. This charge is 
not universally denied in South Korea. 

This is not to suggest that the build- 
ers are the betes noire of the maritime 
industry. Owners, their bankers, 
matchmaking Japanese general. tráding 
companies and government-subsidy 
policies (the latter chiefly in Europe), 
all have a hand in the current crisis. 

Neither the Tokyo nor Seoul govern- 
ments provide much direct support to 
their shipbuilding industry. Indeed, 
Japan is in the vanguard of enforced 
cuts in capacity and the South Korean 
authorities are showing an increased 
sink-or-swim attitude towards the big 
yards as lighter, higher- technology in- 
dustries gain in favour. 


ominal financing terms for ship- 

builders in both countries are in 
broad accordance with international 
conventions: Japan's Eximbank covers 
up to 55% of the contract price at the 
OECD minimum interest rate of 8% or 
more; South Korea's Eximbank takes 
on 67.5% of the total at about 9% and 
co-finances with commercial banks an 
additional 12.5% at the London inter- 
bank offered rate plus a small spread. 

One problem, as Shipbuilders' As- 
sociation of Japan managing director 
Tatsuo Hayashi sees it, is the wealth of 
financing options available to. owners 
and their middlemen, ‘particularly Ja- 
panese trading companies. There have 
been several recent cases of sogo shosha 
exacting tremendous price discounts 
from order-hungry South Korean yards, 
Japanese sources agree; just how much 


_ of the complex financing arrangements 


represents an indirect subsidy to the 
builder seems to be a matter for con jec- 
ture. 

There is now general agreement that 
the only way out of the slump is through 
a massive increase in ship scrapping and 
additional restraints (such as these in 
force in Japan since the beginning of the 
decade) on newbuilding. But there is 
nothing like consensus on how this 
should be achieved. Obvious firststeps, 
such as shifting the benefit of subsidies 
from ailing shipyards to scrapyards and 






helping shipowners get sufficiently out. 


of hock to their banks.to relinquish un- 


needed tonnage (SHROFF, page 124) 


are fraught with difficulties. MD is dis- 






ment in large-scale scrapping — a 
labour-intensive business dependent on 
great demand for cheap steel. (The steel 
equation is one of several vicious circles 
at work in the shipping crisis: low de- 
mand, and prices, for the metal — 
partly reflecting reduced shipbuilding 
demand — make scrapping unattractive 
to all but the lowest-wage countries. ) 

South Korea and Taiwan have been 
in the CE business from the early 
and mid-1970s, respectively, though 
Taiwan's traditionally quite large indus- 
try has of late lost market share to South 
Korea and to a much more recent en- 
trant, China. Taiwan scrapped 2.86 mil- 
lion lightweight tons (lwt) of ships in 
1979; by 1984 the total was down to 2 
million lwt. South Korean volume 
surged to 1.28 million Iwt in 1984 from 
just 391,000 Iwt in 1979. 

China has just joined the London- 
based International Maritime Indus- 
tries Forum (IMIF), an informal group 
representing all sectors of the shipping 
industry and a leading proponent of ac- 
celerated scrapping. During a visit to 
Peking by IMIF representatives headed 
a chairman Jim Davis in September, 

hinese officials told the IMIF that the 
recently formed China National Ship- 
breaking Corp. expected to break some 
1.4 million Iwt this year and to perhaps 
double that figure in 1986. This under- 
lines the industry's very rapid expan- 
sion: scrapping was negligible in the late 
1970s. 


The most promising initiatives to 
date have come from Japan, as much 
out of prescience and self-interest as 
anything else. Following the tanker- 
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market slump of 1978, the government 
and private sector formed an Associa- 
tion for Ship Scrapping Promotion with 
50:50 contributions to a fund that pro- 
vided cash subsidies (to the yards and 
their subcontractors) of up to ¥1,700 
(US$7.10) per gross registered ton (grt) 
scrapped. The aim was to get rid of 4 
million grt by the end of 1982, but only a 
fraction of that was achieved. The 
scheme was extended to March 1986 on 
enhanced terms — up to ¥2,840 per grt. 

Still, by the end of July, only 2.8 mil- 
lion grt had been scrapped under the 
programme. Low steel demand and 
competition from traditional Japanese 
steelmakers has been one drawback. 
Another is that the subsidy formula 
works on the basis of the ship's scrap 
price: the lower it is, the lower the sub- 
sidy. That did not sit well with the high 
labour-cost component of scrapping in 
Japan. Moreover, owners have been re- 
luctant to sell at scrap prices far below 
their outstanding obligations to banks 
which financed the newbuilding pur- 
chase. 


A more realistic public/private scheme 
to guarantee mortgages on ships 
is now under discussion, one which Ja- 
panese Ministry of Transport officials 
think stands a good chance of legislation 
early in 1986. Details are still being 
worked out, but the scheme is expected 
to provide pooled funds to owners to 
bridge the gap between the scrap value 
of old ships and their underlying 
mortgage commitment. 

The IMIF wants to see similar 
schemes implemented worldwide. It 
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rsuaded to step up Shiphtcak- 
J Davis: "Detractors say all this 
.the sky. But it's not pie in the 


n the sky that the. situation is 
worse, not improving." 

much worse can be gauged by 
nt strategies of major yards in 
ind South Korea. Drewry, in a 

















output has halved since the 




















hile Japan has scrapped 35% of 
rover the past dec- | 
| Western Europe 
‘pansion in South 
“Taiwan, China and 
Te has added to 
c oversupply. 

nese yards, under a 
ment-administered 
system, have been ope- 
g since early 1982 at 60- 
of capacity. (Shipbuild- 
-capacity comparisons 
ong countries and even 
rds should be.treated with 
ution. The Japanese gener- 
ly use compensated grt; the 
south Koreans and some 
hers use grt.) From April, 
he quota system was revised 
from. one based on a 
irds to. a product-type ceil- 
g, said Hiromichi Sasaki, a 
rector in the Ministry of 
ransport. The system will be 
iewed before expiry in 
rch 1987, though a widely 
(pressed desire for deregu- 
n is unlikely to receive 
h response in the present 

































































thin this overall frame- 
major yards that are 
f Japan's giant industrial 
iglomerates (the majority) 
ogressively retreated from ship- 
redeploying labour in other 
ndustrial areas. Filling part of 
breach is the strikingly successful 














independent yards since the late 
Os and currently 'spearheads Japan's 
inter-attáck on South Korea. 

But at Mitsubishi Heavy Industries, 

example, ship output is now a mere l 
lion grt or so, against 3.5 million 10 
rs ago; over the same period the 






000 from 22,000, said deputy general 








t has been at least partly in response 
juota restraint, but the balance 
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: Soren p Mi 
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eople are going broke; and it's. 


tudy, points out that global ship- 
Os, with Japan and Western 


'earing the brunt of the reces- |. . 
 gressive shipyards appear determined 


shima group, which has gobbled up - 


pbuilding workforce has shrunk to | 


ager Kazuto Tomita. He estimates 
ome two-thirds of this retrench- | 





d have happened anyway — owing. 
: d | research funds p 






i Zosen, traditional 
ere shipbuilding now 
accounts for slightly less than one-third 
of the overall business against at least 
60% 10 years ago. Hitachi officials see a 






need to cut shipbuilding employment 


further to about 20% of the group work- 
force in the medium term. As with most 
Japanese yards, increasing automation 
is a factor in labour displacement. 
Hitachi recently pioneered a robotised 
ship-repair system, for example, and ex- 


pects to license” this technology over- | 
seas. 


In South Korea, younger, more ag- 


BOTTOMS UP 


Freight rate (US$) 
40 


Supply-demand gap ratio ( R 


Tramp market 


Better case 


s ^ Ww C AS Wu NN uus 


1982 1983 1984 1985 1986 1987 1988 
(Worldscale) 
80 


Supply-demand gap ratio (%) 


Tanker market B 10 





1982 1983 1984 1985 1986 1987 1988 


Note: Tramp-market freight-rate trend represents Panamax-type 
rates for grain shipments from US Gulf to Japan. 
Tanker-market rate trend represents VLCC rates tor shipment 
from Middle East Gulf to Japan. Supply/demand-trend curves 
based on inverse correlation of supply/demand gap ratios. 


Source: NYK Research Chamber, Japan. 
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to maintain market share at almost any 

cost, clearly with a view to increasing it 
at the expense of Japan and (less impor- | 
tantly) Western Europe once markets 
start to return to balance. But the strain 
is showing. 


D aewoo Shi building and Heavy Ma- 
chinery’s ultra-modern Okpo yard is 
still feeding off a rash of orders dating 
from 1983, including 12 of the world’s 
biggest containerships for US Lines (the 
last has just been delivered). But Y. S. 
Yoon, the company's president and a 
respected practitioner of tight manage- 
ment, sees the next couple of years as a 
period of consolidation; subcontracted 
labour is being shown the door, over- 


heads are being cut by around 20% and 
oured into the design of | 





currently must be impo ted. 

Officials at Hyundai Heavy Indus- 
tries, the country’s biggest builder, also 
are stressing heavy research spending. 
They deny local press reports of direct 
layoffs but concede to *a policy of non- 
replacement of those who leave." It is 
hard to see, literally, where the depar- 
tees are going: Hyundai is virtually the 
sole heavy-industrial employer in 
Ulsan, the once insignificant southeast- 
ern town which is now home to the 
world's biggest single shipyard. 

South Korean yards in general, and 
Daewoo's in particular, are adept at 
packing assortments of structures into 
docks designed originally to accommo- 
date one or two very large ships. This 
irks the Japanese, who às part of the 
rationalisation drive are in the main 
held to a one-dock, one-ship allowance. 
Hyundai's 1 million- dwt drydock can 
comfortably handle six vessels in the 
middle of the (increasingly standard) 
30-40,000-dwt range. 

Daewoo's like-sized Okpo dock is 
especially broad, at 130 m; into it are ar- 
ranged, jigsaw-like, smallish ships, 
offshore rigs and the specialised floating 
plant (treatment works and the like), 
which the company hopes will carry it 
through the trough. On the assumption 
that ship and oil-rig demand will remain 
severely depressed for another three or 
four years, said Yoon, floating-plant 
construction will be boosted steadily to 
about 40% of total output, against 20% 
at present, 

The medium-term depression may 
be rather worse than many had bar- 
gained for, however. South Korean 
yards, on balance, have sufficient or- 
ders to see them through. 1986 in reason- 
able shape. But 1987 and beyond could 
be sticky. The order-book position at 


the end of July (for ships and oil rigs) 


totalled only 4 million grt, down a 
spanking 79% on the position for the 


same 1984 period. Orders received over | 


the same period were down almost 60% 
— and most significantly, the South Ko- 
reans received not one order in August. 
Japan's total order book as at the end 
of June (ships only) was 10.76 million 
grt, compared with 13.51 million grt 12 
months earlier. Orders received in the 
January-March quarter, the latest 
period for which figures: were available, 
came to 1.28 million grt, against 2. 26 
million in the same 1984 quarter. 
Drewry’s poll of world shipyards 
produced a global order-book volume 
for merchant vessels, as at the end of 
1984, spanning 15 to 30. months, with an 





average of 20. And this snapshot of the 


ception , yards were 





future: “Without ex 


_ pessimistic [about] the overall outlook 
for shipbuilding utpu over the next 





five to 10 o years l Ww 
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RIGHT IN THE HEART OF SEOUL 
WHERE CARE COMES NATURALLY 


It's a great feeling to know you can visit a big bustling 


capital like Seoul and have your needs well taken care 

of—always in an atmosphere of welcoming warmth. WHEN YOU NEED HIGH VOLTAGE 
At the Plaza you're at the heart of things, all under EQUIPMENT CALL US! WE DELIVER 
a single shelter. At the heart of the city's most 


modern accommodations. At the heart of ever- Minimum oil circuit breakers 


of the following types: 


a RENI 


attentive service, international dining, and access to e 10-10. 15. 20 and 30 kV. 630, 1250 and 2500 A. 500 MVA 

transportation and airline offices. At the heart of only for indoor installations, actuated manually or by universal 
business, banking and entertainment. The Plaza — motors. 

in every way we're at the heart of Seoul. But most of e IUP-35 kV, 1250 A, 1000 MVA both for indoor and outdoor 


all, we take you to heart. Naturally. installations actuated by mechanism with spring and motor 
e 10-66 kV, 1250 A, 2500 MVA actuated by mechanism with 
spring and motors. 
e lO-110-220-400 kV, 1600 A; 6000-12000-20000 MVA actuated 
by oleopneumatic mechanism 


a 
) 
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Disconnecting switches 
for voltages between 3-400 kV and rated currents from 200 to 


SP SEOUL PLAZA HOTEL 6000 A 


23, 2-ka, Taipyung-ro, Chung-ku, Seoul 100 Korea 
Tel.: 771-22 Cable: PLAZAHL SEOUL PETUMS VERON 
Telex: K26215 or K24424 Fax: (02) 756-3610 


for voltages from 0.5 to 400 kV 


Metal clad cubicles 

for indoor installations for various purposes such as 
Incoming-Outgoing-Sectionalizing-Measuring. These cubicles 
are built for 6, 10 and 20 kV with single or double bus-bars 
systems. They can be equipped with circuit breakers type IO-10, 
15 or 20 kV single or double phase potential transformers in cast 
resin. 

25 kVA up to 1000 kVA POLE MOUNTED TRANSFORMER 
POSTS AND TRANSFORMER POSTS KIOSK type, for 10 and 
20 kV 


Distribution and power transformers 
from 25 kVA up to 400000 kVA and 1kV up to 400 kV 


For further information please apply to 


umá——— ELECTROEXDORTIMDORT 


B SEOUL PLAZA Tokyo Office: Tel. (03) 246-0234, Telex. 2222876 
GBCJAPJ Fax. (03) 246-0098 Bl Odner Hotel Representatives 
Hong Kong: Tel. 5-262251 Taipei: Tel. 5515933 Singapore: Tel. 
2353474 Bangkok: Tel. 2521181 Bi Prince Hotels Inc. Tokyo: Tel. 
(03) 209-8686 W Loews Representation International New York: 
Tel. (212) 841-1111 BB Supranational Hotel Reservations Paris: Tel. 
(01) 7581225 ELECTROEXPORTIMPORT 
Foreign Trade Company 
Bucharest-Romania, 216, Calea Victoriei 
Telephone: 50 28 70 Telex: 11388 
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: spending to reduce what i is obviously an 


1 An a recent int rview, de Mel said 
ex. || that if there was ution to the coun- 
r | try's ethnic conflict; which has cost the 
1% | €- | nation hugely in both human and econo- 

hé calendat 1986 — | mic terms, he was optimistic of new 

ll present to parliament in | foreign aid — both soft loans and grants - 

In a 19 September speech, | — worth Rs 16 billion. Additionally, he - 
varned that 1986 was going to be | expects fo raise Rs 8.5 billion from. 
ult year. | domestic non-inflationary borrowing. 
ording to the Treasury, pro- | 


But that will still leave him facing a gap - 
overnment revenue —— at Rs 37 


of Rs 4.35 billion. © 

$1.35 billion) before: anynew |. The Treasury is also faced with prob- 

m de osals the minister will an- | lems at some of the large state-owned 

in the budget — will barely | companies which are suffering from 

rec Hint expenditure, estimated | substantial losses. De Mel has been re- 

5.6 billion. That would leave only | sisting demands from some of these 

llion to meet zu expendi- | companies (including those in steel and 
'stimated at a 30 billion ! 


: cement) for government financing. But 
present figures suggest a very 


he p he will have to find the money for the 
overal budget: eficit of Rs 28.85 bil- 


state-run bus service, 
‘next year," a senior Treasury of- | Transport Board, which will need some 
aid. “Thisis very big by any stand- 


ind there must be a curb on public 
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FULLY LEASED 
INDUSTRIAL PROPERTY 
HONG KONG 


FOR SALE 













.OPPOSITE HONG KONG 
INTERNATIONAL AIRPORT 


| ———— AREA 










L INDUSTRIAL BUILDING 
UK LUK STREET _ 
ea 20, 480 sqft. 









ULLY LET rental income HKS6. 242,000 p.a. 
EWLY RENOVATED 


/F WING SUM 2ND INDUST RIAL BUILDING 
2-14 SAM CHUK STREET 


Gross Floor Area 8,127 sq.ft. 
-RTLY WITH VACANT POSSESSION 
* Full rental value HK$345 000 p.a. 
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Rs 1 bilion and will also need to | 
pump more money into Air Lanka, the | 15% pruning of capital expenditure and 
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lion in 1984 are now running at less than 
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fouled the aid climat 
which until recently claimed to be the 
world's highest foreign d recipient on 
a per-capita basis, is finding it difficult 
to raise assistance» abroad. Several 
donor countries have already expressed 
doubts about the country's ability to 
sustain its present development pro- 
gramme in the current security climate 
and they have also questioned whether 
the country could raise counterpart 
funds locally for foreign-aided deve- 
lopment projects. 

The government has agreed to de 
Mel's proposals to curb public spend- 
| ing. The measures approved include 'a 
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rrently, definite zo saline have 
risen 10-foid from 1977 to Rs 7 billion. 
Tea tax revenues which yielded Rs 5 bil- - 


and Sri Lanka. | 
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a ban on 1986 capital expenditure over 
levels agreed with the Treasury, a 5% 
Saving On 1986 current expenditure by 
all ministries, no —— esti- 
mates except to bring foreign aid. to ac- 
count or for very essential security pur- 

, nO new posts to be created in 
1986 and no filling of existing vacancies 
without Treasury approval. 

Additionally, the Treasury has won 
government approval for its demand 
that public-sector corporations pay ita 
mandatory dividend of at least 10% after- 
tax or, alternatively, of 25% of after-tax 
profits, whichever is higher. The gov- 
ernment has also Rates that loss-mak- 
ing government-owned business under- 
takings be either closed down or sold if 
they cannot be made viable within a rea- 
sonable period. The Finance Ministry is 
also pushing for state-owned business- 
es, to be sold to raise resources for the 
budget in the medium term. 

The once-lucrative tourist industry, 
held up not long ago as the success story 
of Asian tourism, continues to reel 
under the impact of the recession in- 
duced by the ethnic conflict, Latest fig- 
ures released by the Ceylon Tourist 
Board, the government's tourist office, 





Said visitor arrivals for the first seven 

months of this year were 149,000, down 

from 185,000 recorded in the compara- 

tive period in 1984. Most of the hotels 

are facing severe se ote DONN, un- 
i 


able to meet even basic bills. 

The government recently announced 
a plan to bail out the hoteliers and io 
them to survive the next year or so wit 
a relief package including interest-free 
loans for essential expenditure, re- 
scheduling of old debts and a reduction 
of the business turnover tax from 5% 
to 1%, at considerable cost to a hard- 
pressed Treasury. While this would 
probably help the hotels to survive, the 
industry freely admits that the com- 
munal violence which gives the country 
scare headlines in the traffic-generating 
markets must end if tourism is to revive 
ind prosper. — Manik de Silva 
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Predictions of eclipse 


Debt and deficit threaten Papua New Guinea's economic success 


By lan Andrews in Port Moresby 


Te IMF has warned Papua New 
Guinea that it faces a budgetary 
crisis unless it cuts both projected 
spending and overseas borrowings. The 
IMF, while praising the economic 
growth in 1985 of more than 2% and a 
record of stable economic management, 
points to major policy challenges ahead. 

In a report reviewing the country's 
economy, the IMF suggests that a maxi- 
mum sustainable increase in real gov- 
ernment spending of 0.5% after 1985 
was too high. "Indeed, in the absence of 
heavy external borrowing and a greater 
contribution from the exchange-rate 
policy, we are inclined to believe that an 
even more restrictive policy — probably 
involving a persistent cutback in real 
government spending — would be re- 
quired to ensure external viability," the 
report states. 

Viewed against the past three years 
of tight spending control, the 1985 gov- 
ernment —* was “excessively ex- 
pansionary,” the IMF said. Estimates of 
resource-export income were too high 
and domestic revenues likely to fall 
short, particularly because of the re- 
duced value of Australian aid following 
the sharp depreciation of that currency 
early this year. Based on projections, a 
3.4% increase on goods and services 
spending in 1985 would mean a budget 

ficit of Kina 128 million (US$128 mil- 
lion) — equivalent to 5.5% of gross 
domestic product. At the end of 1985, 
total public debt is expected to be equal 
to 43% of GDP, compared with some 
28% in 1980. “It is our belief that this 
prospect confronts the government with 
a —* crisis of major dimen- 
sions,” the IMF reported. 

“The government must, in fulfilling 
its responsibility to the nation and fu- 
ture generations of Papua New Guinea 
citizens, address this issue as a matter of 
national priority. This is necessary both 
to restore the public-firance situation in 
the current year to one which is consis- 
tent with financial and external stabil- 
ity, and to establish a viable foundation 
upon which sustainable mid-term deve- 
lopment efforts can be based. To 
achieve this deep cuts in budgeted ex- 
penditure will be needed," the IMF 
warned. But cuts sufficient to reduce 
the 1985 deficit to the originally 
budgeted amount of Kina 93 million 
would be difficult to achieve, and even 
this still would be *excessive" in current 
circumstances. 

The report has already caused some- 
thing of a controversy within the Port 
Moresby government (REVIEW, 26 
Sept. — setting Prime Minister 


Michael Somare at odds with the Fi- 


nance Ministry over the nation's debts — 


and the costs of running the govern- 
ment. Finance Minister — Phillip 
Bouraga, in a 12 September speech, 


said the government did not have the | 


necessary revenue resources to carry 
out an effective development plan. He 
said too much of the country's revenue 


was being spent on operating costs and 


debt servicing. 


The Finance Ministry had also called — 
previously for cutting back on the coun- — 


try's bureaucracy and making the gov- 
ernment more efficient. “The central 
message . . . is that government has, and 













will continue to have, only limited re- — 


sources, and therefore it must expend 
[them] doing the things that it is good 
at,” said Bouraga. He called for greater 
emphasis on the private sector, and said 
the government should consider giving 
up equity in new projects. Bouraga re- 
commended a reduced level of govern- 
ment guarantees and subsidies for en- 
terprises. The government, he said, 
should spend more on infrastructure 
and capital projects. 


The IMF report urged Papua New - . 


Guinea to avoid the “debt trap" and 
expressed concern that a plan to elimi- 


nate new foreign commercial borrow- - | 
ings by the government by 1987 had now. 


been abandoned. There were indica- 
tions that bigger loans would be needed 
to close an emerging balance-of- 





ye os 


ments gap during the remainder of the. T 


decade. As a result, outstandin 
ernment debt as a percentage o 


oy- i 
DP | 


was projected to rise over the next few © 


ears, and the external debt-service 
urden would also rise, exceeding 35% — 


of current receipts in 1988. 


Immediate prospects for the econ- — 
omy, however, were buoyant. Real — 


GDP could expand by as much as 7.5% 
in 1985 as “teething problems” at the 
Ok Tedi gold-and-copper project were 


overcome and gold production reached ` 


its full potential. (Excluding Ok Tedi, 


| 


— » 


growth would be considerably lower.) — 


Aggregate investment levels would con- | 


tinue to be depressed as investment in - 


Ok Tedi fell. An improvement in rural 
prices and business conditions over the 
past year had led to a strong upturn in 
investment elsewhere in the economy. 
A prospective surge in this investment 
in 1985, coming on top of a healthy in- 
crease last year, “augurs well" for eco- 
nomic growth, the report noted, but 
warned that the outlook for commodity- 


export prices remained "relatively 
weak" over the medium term. u 
ana 4^2 






|" € THANKS be to Mammon, finance 
| ministers have recognised, maybe two 
| years too late, that inappropriate ex- 
| change rates are the biggest single 
| threat to open trade. But what will the 
{| engineered dollar fall do to the 
— economies of East Asia whose curren- 
| cies are linked directly to the US unit 
| (as in Hongkong) or at least to a large 
— extent (most others)? 
| The first reaction generally has been 
welcoming. The hypocrites (notably in 
— Hongkong and Singapore) who had be- 
come accustomed to boasting about the 
strength of their currencies now appear 
- relieved that the dollar fall will improve 
their competitiveness against Japanese 
- and West European producers and give 
à boost to flagging industries. 
- —— Jn time that should happen. But the 
first effect will probably be a noticeable 
decline in terms of trade. All the newly 
i ndustrialising countries (NICs) have 
been enjoying an almost unprecedented 
"boom in their terms of trade. As a re- 
sult, three out of the four Asian NICs 
— have been enjoying large (unhealthily 

p current-account surpluses even as 
_ the volume of exports has levelled off or 
— fallen. Domestic demand has so far not 
— responded to relative price changes. 
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dollar link: these countries have 
-— been earning in a WA currency while 
- buying raw materials whose prices have 
— been falling, along with intermediate 
| and capital goods from a weak-currenc 
| country — Japan. A weak dollar will 
| raise import prices while dependence on 
| the US market prevents compensatory 
- increases in output prices. Hence, terms 
|. of trade and profits in the major market 
| will fall. Those from Japan and Europe 
| will improve but it may be quite a while 
| before export-volume growth can com- 
| pensate for terms-of-trade loss. 
|. MEANWHILE, there seems little 
J jor so far for commodity producers. All 
= other things being equal, a weak dollar 
| would mean higher dollar-denominated 
| commodity prices. But so far that has 
_} not been the case. Copper, palm oil and 
.| rubber are all languishing around five- 
| year lows in US-dollar terms. Markets 
| may be sensing that unless Japan and 
. Europe do more to stimulate domestic 
-| demand, a weak dollar will be deflation- 
| ary — the opposite to the intended ef- 
| fect — by reducing US import demand 
= — without compensation elsewhere. 
Stockmarkets of all dollar-linked na- 
tions may suffer. Hongkong has already 
been hit as — from foreign investors’ 
point of view — the dollar link has be- 
come a liability, not an asset, so that 
(contra Australia) a weak currency is 
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| stubbornness in insisting that the Hong- 
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| A sinking feeling all around 


not seen as à spur to profits. Official: 
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bing; 


kong currency will remain pegged only 
to the US currency and not to a basket 
or a yen-dollar combination has simply 
exacerbated the problem. On balance, a 
weaker dollar is desirable, but there are 
pray of unpleasant consequences as 
well. 

e PUBLIC and private companies with 
the same controlling shareholders, par- 
ticularly when in similar lines of busi- 
ness, make strange bedfellows. Even 
the problems of Orient Overseas (Hold- 
ings) — or OOH — the Tung family's 
long-established and highly reputable 
publicly quoted shipping group, owe 
more than a little to the problems of try- 
ing to run interlinked public and private 
companies, 

While the suspension of OOH shares 
and the appointment of financial advis- 
ers must be seen against the background 
of a severe industry-wide shipping de- 

ression, it seems that one of the private 
oag group e more pressing problems is 
a debt to OOH of about US$145 mil- 


lion, a fair chunk of the public com- 


- — All this has been largely a result of | | 





any's HK$1.81 billion (US$232.1 mil- 
ion) last-published equity. 

Minority shareholders in OOH may 
have invested on the basis of the public 
company's balance-sheet and track re- 
cord, but find themselves caught up, for 
the time being at least, in the problems 
of a private group of which they know 
next to nothing. The dilemma is not un- 
common, and the Tungs are doing their 
best to get OOH back on an even keel. 
But the situation does little to dispel the 
impression that, as a general rule, it is a 
bad idea to invest in publicly quoted sub- 
sidiaries of privately controlled groups. 

This message seems to have got 
across in the nick of time to investors in 
Hongkong and London who were being 
asked earlier this year to help out in the 

lacement of'shares in Venture Lines. 
ith a fleet of 11 ships hived from the 
assets of the Chao family, Venture 
Lines found few takers in two separate 
attempts to place 20% of its shares, first 
in Hongkong, then in London. Sub- 
sequently, the Chaos' publicly quoted 
subsidiary, Wah Kwong Shipping and 
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Investment, ended up with a 45% stake, 
only to find out à few months later that 
nearly half the fleet had been on charter 
to the now-moribund Sanko Steamship. 
€ SANKO Steamship, of course, 
thought it had read the market correctly 
and went for broke on that assumption 
(REVIEW, 29 Aug.). Sanko's error was 
to believe that the shipping industry 
operates on the principles of supply and 
demand. This is a delusion fostered by 
the men presiding over one of the 
world's most capital-intensive indus- 
tries. The independent shipowner sits 
hidden from view at a desk piled high 
with economic forecasts from the Ja- 
panese majors, dour-looking tonne/ 
mile graphs emanating from the subter- 
ranean computer rooms of the City and 
arcane research reports from improba- 
bly named brokers in Norway. 

This device serves two inter-depen- 
dent purposes: it makes the owner ap- 
pear to have done his homework before 
ordering his latest ship . . . andit also en- 
ables him to avoid looking the banker in 
the eye when asking him for the loan to 
finance it. Heaven forbid that the loan 
officer discover that the ship is being 
built on the basis of a verbal promise of 
an eight-year time-charter from another 
owner, who holds a contract of af- 
freightment (COA) from a trading 
house, which traditionally supplies iron 
ore to a mill, which is supplying the steel 
plate to the shipyard building the ship. 

It would be even worse still, of 
course, if our long-suffering banker 
found out that the time charter rate will 
only cover operating and finance costs 
plus 2.5% — provided that the ship does 
not need an emergency drydocking dur- 
ing the first four years of the charter; or 
that the COA holder is technically insol- 
vent and receiving half the nominal pro- 
fit as commission from the owner; or 
that the relevant trading-house depart- 
ment chief upset his opposite number at 
the steel mill at the New Year by giving 
Black Label instead of Old Parr. 

But Shroff suspects that up until re- 
cently, few banks would have been put 
off by learning the full facts anyway. 
After all, if the business is won by the 
banking officer through his personal 
rapport with the owner, who is to say 
the owner should not get charters in the 
same way? The workings of the shipping 
industry have y p h en sufficiently 
mysterious and the financing of it has al- 
ways held out the prospect of sufficient 
profit to persuade the banks to trust the 
personalities rather than the project. 
And what if the project turns sour a few 
years later? Well, who could have fore- 
seen the drop in the market at that stage 
— and there is always that job in private 
banking waiting back in — — 
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Standing at the heart of our network raised £225 million for Total O 
spanning over sixty international banking 
centres, the NatWest Tower in London forms 
a vital link in the global financial system. 

In the NatWest World Money Centre, 
one of the world's largest dealing rooms is 
manned by a team uniquely centred in 24 
hour banking time. 


rates, fluctuating interest rates and volatile 
markets need new and creative solutions. And 
NatWest people hold a unique fund of ex 
pertise in tackling a wide range of financial 
requirements. 

For example in pioneering new forms 
of project finance. 


Mi reovel with expel lence 
global client base and major pre 
world markets we offer our clie: 
Innovative pri yp SITIONS 
With NatWest's 
vorldwide 


tion and close connectiot 


For over a decade we have been in hnancial institutions bank is 
volved with North Sea energy, raising some of 


the largest private sector loans to finance 


Their working day comfortably spans 
the day's end in Tokyo and the beginning of 
business in New York. 


better pla ed tO otter ti 


dd I( 


| syndaica 


2, 
tion of loans and credibility 


Small wonder, that in 1984, their average 
daily transactions were £1 billion - trading 
in over 50 currencies. 

From this enviable position, they can 
harness the vast amounts of economic energy, 
in terms of capital and expertise, demanded 
by today’s corporations. 

Corporate treasurers faced with the 


development. 

Building on such experience, our 
people are now amongst the world's most 
successful lead managers in syndicated credits 
- from $5 billion to the oil industry to $2.5 
billion for the world's aerospace industry 

Only last year, we were the ^h 


through an effective rel: 

We are geared to act promptly and 
decisively across the entire spectrum ol 
international finance 

And that's why we're bec: 
as the Action Bank 


first British bank to act as sole lead «u$ National Westminster 


manager for a syndicated project 


The Action Bank 


increasing pressure of floating exchange loan for a North Sea development when we 
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Exploring new frontiers 
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To look back billions of light years... 


“LL 


is demanded for every single component... successfully achieved through computer design... 


n bearing development. 


If you think the human ear is a sensiti 
consider an instrument that picks up radio wa 
generated thousands of millions of light years awa 

Today’s telescopes measure up to 80 metres n 
diameter. Vast dishes weighing nearly 2,000 tonnes are 
computer-manoeuvred to angle settings calculate 
thousandth of a degree. Absolute accuracy is required not 


just to turn them, but to turn them at speeds to match th 
rate at which the sun crosses the sky. 
Precision equipment of this standard demand: 


precision hardware to match. And few compo 
more crucial than the bearing. 

For such an immense instrument, ti 
areas between bearing rollers and rings are mu 


$ € ay ' J 


And the pressure is more than nine times greater than 
4 kilometres below sea level, the deepest a submarine ha 
ever been. 

SKF has been keeping pace with high-tech lO] 
ments for years. Creating more and more advanced desig 


in line with the industry’s constant evolution. Exp 
new frontiers in anti-friction bearing technology 








A | Down to the micro-world of the bearing 
SS | | TREE S NEN Our search for new answers takes us dee] 

d at speeds so exact that near perfect bearing precision...  micro-universe of the bearing - where micro-ch 
10,000th of a millimetre are now common-place. And ne 
bearing designs can yield energy savings of up to 8f 

For this, high standards of metal-working precisioi 
are required - and ‘near-absolute’ accuracy has to be maii 
tained from steel purity through computerised | 
application. 

Now, by harmonising new theory with the reali 
new technologies we have shown how bearing life — an: 


reliability- can be prolonged nigh on indefinitely 
75 years of close customer co-« iperatiot | 
us the expertise to create a virtually boundless programn 


of ball, cylindrical, taper and spherical roller bearing typ: 
in some 25,000 variants. From miniatures weighing thre 
hundredths of a gramme to giants weighing 500 millioi 
times more. Assuring our customers worldwide of the exa 


bearing for every application. And ultimate reliability 

At SKF, the quest for greater and greater refine 
ments is never-ending. SKF is probing, like the telescop: 
a universe with virtually no limits. 


SKE The exact bearing. 





ind microscopic testing for accuracy to 1 / 10,000 mm. — EN ud 
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For worldwide financial service, you should 
look for a bank that offers you a bit more 
than just services worldwide. 


You need a bank whose interest doesn't stop 
short at your balance sheet. A bank that 
takes the trouble to understand your busi- 
ness, in order to provide you with sound 
advice; and not just in financial matters. A 
bank that is large enough to offer you a com- 
plete range of financial services, yet flexible 
enough to produce tailor-made solutions to 
your international problems. 


One of the leading banks in the world. 
Dresdner Bank AG 
Head Office: Frankfurt/Main, Fed. Rep. of Germany. 


We are Germany's second largest bank, with 
1,000 domestic branches, and over eighty 
offices worldwide. After being in international 
business for more than a century we work for 
more than 100,000 companies. They know 
what they can expect from us. A full range of 
international financial services - and a bit 
more. 


Dresdner Bank 
Bank with imagination 


In Asia: Beijing, Bombay, Hong Kong, Jakarta, Osaka, Seoul, Singapore, 


Taipei, Tokyo - Dresdner (South East Asia) Ltd., Singapore. 
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BHP digs in deeper 


The Big Australian makes another huge resource investment 


By Susan Hely in Sydney 

n one of the most significant reshuf- 

fles of Australian interests in the re- 
sources industry, market leader Broken 
Hill Proprietory Co. (BHP) announced 
deals worth A$1 billion (US$714.3 mil- 
lion) for further iron-ore and coal assets 
on 30 September, bringing the total 
spent on acquisitions since it bought the 
US group Utah International in 1984, to 
A$4 billion. 

In the latest move BHP bought the 
25% stake of Amax Iron Ore Corp. of 
the US in the Mt Newman iron-ore mine 
and bought CSR out of the 30% Mt 
Newman partner, Pilbara lron, for 
A$880 million. This takes its holding in 
Mt Newman up from 30% to 85%. It 
also acquired CSR's stake in Theiss 
Dampier Mitsui (TDM) coking-coal op- 
eration for A$140 million, bringing its 
holding up from 58% to 80%. 

BHP has now spent more than A$4 
billion in the past 18 months buying 
Utah International for A$2.4 billion; 
Energy Reserves Group in January for 
A$585 million, and A$145 million tak- 
ing out the rest of Woodside Petroleum 
— in addition to buying Getty Oil's 50% 
stake in the massive underdeveloped 
Escondida copper prospect in Chile 
for approximately A$100 million. This 
last purchase virtually gives BHP 60% 
of what is the world’s largest under- 
developed copper prospect, boasting 
547 million tonnes of ore of 2.61% cop- 

r. 
The latest deal has extended BHP's 
involvement in low-cost iron-ore mining 
and ranks it alongside Australian iron- 





ore giant CRA as the major force in 
the local iron-ore industry. It also 
foreshadows a bigger and more aggres- 
sive role in international marketing. 

BHP already holds iron-ore interests 
in South Australia's Middleback ranges 
and northwest Australia’s  Yampi 
Sound. It joined the Mt Newman ven- 
ture in the 1960s as a 30% interest hold- 
er and operator after the two original 
partners, American Metals Climax 
(Amax) and CSR, found that they had 
to enlarge the size of the Pilbara project 
to make it viable. 

The Mt Newman project has been an 
important raw-material source for 
BHP's blast furnaces. In the latest year, 
BHP absorbed 1.6 million tonnes — 
15% of the total Mt Newman sales of 
30.5 million tonnes. 

The move will substantially increase 
BHP'sentitlement to the volume of iron 
ore sold to export markets, as well as 
giving it the role of marketer now held 
by Amax, at a time when important 
new markets are developing outside 
Japan. 


he Mt Newman project has 1.97 bil- 

lion tonnes in proven recoverable re- 
serves and 1.4 billion tonnes of probable 
reserves. The remaining partners in Mt 
Newman will be British Petroleum 
(5%) and Mitsui and C. Itoh of Japan 
(10%). 

CSR — now out of Mt Newman 
still has 1.24 billion tonnes of iron-ore 
reserves up its sleeve in deposits in Yan- 
dicoogina and the Pilbara. 
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. CSR, which gained A$140 million ~ 
from the deal, also bought BHP's 50% | 
stake in Western Australian coal group | 
Western Collieries and Dampier for |- 
A$10 million. More importantly, it | 
frees up more of CSR's cash for it to re- 
tire some of the massive debt accumu- F 
lated, mainly when it bought the P 
Delhi oil and natural-gas development — 
(REVIEW, 22 Aug) — and allows it for 
the time being to hang on to the Cooper 1 
Basin producer. . M 

CSR has been weighed down with — 
about US$900 million of debt acquired — 
from its 1982 purchase of the major ^ 
stake in the Delhi development in cen- ` 
tral Australia and subsequent explora- 
tion and development costs. The impact: 
of this on CSR'sbooks was sharply mag-  : 
nified by the 20% depreciation in the | 
value of the Australian dollar during ^ 
February-April. Along with funds raised f 
earlier this year through a rights issue -1— 
and other assets sales worth about | 
A$250 million, CSR will now be in a pos 
sition to bring the Delhi development? 
into its accounts without leaving itself i 
dangerously geared. I 

e TDM deal cements BHP's do- P 
minant position in the Australian coal ip 
industry. It first took up its TDM stake © 
in 1977 by buying the Peabody interest. © 

Now: with 80% of TDM, it has asiz- ^ 
able addition to the Bowen Basin cok- 
ing-coal involvement, at present domi- ji 









nated by its leading position in the Cen- ` 

tral Queensland Coal Associates and 12 
Gregory Consortiums, which emerged F 
from last years Utah International 9) 
deal. Ay 

The key element in TDM is the new 77 
3.3 million-tonne a vear riverside open- ds 
cut coking-coal mine, which more than ` 
made up for BHP the loss of its direct f 
control of its Gregory Mine in the re- i 
shuffle of Utah consortium interests. 
The remaining partner in TDM will be = 
Mitsui, with 20%. | 

Australian sharemarkets responded T 
to BHP's A$1 billion buying spree by re- 2 
rating its shareprice to higher levels. — — 

BHP shares have broken the A$8 
barrier — a 14% rise throughout the 
month of September — lifting the — 
group's total capitalisation to a dizzying 
A$8.32 billion. 

It has also been spurred by BHP's 
first-quarter results, released on 27 
tember, which reached a record A$ 4 
million — an increase of 67% — and has 
prompted expectations that it will earn 
A$1.1 billion for the year to 30 June 
1986. “| 

Also, the presence of Robert” 
Holmes à Court increasing his stake in} 
BHP caused speculation that he was on f 
the verge of a partial bid — and helped | 
boost the share price even higher. n 

CSR has also received market re . 
proval for retaining its stake in the Dethi 
project and selling its Mt Newman and 
TDM stake with a lift in its share price of 
more than 60 A cents in the month to 
A$3.60. oOo | 
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Ensor i in Seoul 


h Korea is borrowing more than 
expected this year, but its 
wing have improved. The 
ndicated loan — by the state- 
Export-Import Bank of Korea 





erms than loans earlier this year, 
the country's present economic 
blems which centre on slowed ex- 
s and a stubborn current-account 





A ording to the terms of the Kexim 
which was signed in Paris on 24 
imber, rates will be entirely pegged 
London inter-bank offered rate 
or). The South Koreans prefer this 
iuse they say it is usually cheaper 
ess subject to the politically in- 
] fluctuations which can plague the 
ime rate. The spread — 0.625 of a 
it above Libor for the first six years, 
ig to 0.75 of a point for the final two 
“w is considered a marked im- 
ovement; spreads on similar large 
ins for South Korean banks this year 
ve effectively been around 0.125 of a 
int higher. 
iis is the first time that a South Ko- 
borrower has managed to avoid 
ving at least part of a syndicated loan 
ied to the US prime. According to one 
anker in Seoul, this is a sign that 
im felt sufficiently confident of rais- 
the funds to effectively close the 
n off to regional US banks which can 


„for US$300 million — was ar- 
vithout much difficulty and on 


! Korea wins finer terms on its rising borrowings. 


only lend at US prime. Bankers here say 
they expect larger “jumbo loans,” 
which are usually around twice the size 


of the Kexim syndication, will still carry 


a US prime tranche. | 
. Kexim's decision to hold the Japan- 


ese portion of the syndication down to 


50% of the total is another indication of 
their confidence in finding lenders. “It is 


also an indication of who is most in- 


terested in lending on the Asian market 


right now,” said a US banker. Japanese 
lending to South Korea has grown 


dramatically in the past 12 months, and 


perhaps partly for political reasons 


(anti-Japanese sentiment in South 
Korea and widespread public con- 
cern about external debts), Kexim 
quietly decided to draw the line on this 
loan. 


So Korea's balance-of-payments 
situation this year has not improved 
as much as the government had fore- 
cast, which has meant the country 
has already exceeded its borrowing 
target for 1985. External debts amount- 
ed to US$43.1 billion at the end of 
1984, and were projected to grow to 
US$45 billion by the end of 1985. How- 
ever, at end-July, the total had risen to 
US$45.3 billion, and it is now expected 
to reach US$46 billion by the end of the 
year. 

If the international environment 
continues to be as difficult for South Ko- 


% change | D Dividend. | 
eid (prev. ). 
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(US$28.4b) 







HK$4.47b 
(US$573.1m) 







HK$1.84b 
(US$235.9m) 







irs .07b 
(US$740.5m) 










55435. as 
(US$198m) 


| Forecast sales to reach ¥7 trillion in current year. Pro ‘tise 
due largely to good performance of parent company and. US 
and Japanese subsidiaries. 


Further provisions to be made on problem areas =- prieriy | 
shipping, ponen andoilandgasinvestments.- — | 


Performance to improve in line with further pick-up. ini 
‘Hongkong property market. Group plans to diversity further. 


- Announced enedor-tour bonus fasue. Extraordinary profit of 
"A$4.78m compared with loss of A$3.29m in previous year. | 

Announced one-for-three bonus issue. Of 10 takeover offers 

| launched | in period, four were successful u —— 


Improvements in 1 Australia and Brian « — 4 sigh 
deterioration i inUS. . e) 


Second-half results to be Worse S Weenie of depre ssed 
— market. | 


| : — has raised the debt issue within 


-not know of anyone. changing their posi- 






an — slightly risky | situation ris- 
kier. Concern about the country's abiz 
lity to weather these hard times once 


domestic political arena. Anti- 
aaa fierce criticism from the oppos 
sition party in the national assembly this 
year, the government. has unveiled a 
“frugality” camp ign to. encourage sava 
ings. — 
Foreign be nkers | do not seem ove rly 
concerned by. the. country's. 
problems. "So far itis just a blip. ng do 















tion on [South] Korea," said one. 

Kexim's heavy commitments to the 
hard-pressed domestic shipbuilding in- 
dustry has raised little concern; foreign 
lenders have always. considered the | 
country's major banks to be Sovereign. | 
risk, 

The current success of South Korean ES 
borrowers is also a result of the limited | 
lending opportunities in the rest. of | 
Asia. This is partly. due to major čut- | 
backs in borrowing by other countries, | 
and the trend towards such other forms | 
of financing as floating-rate notes issued | 
abroad. | 

Although the South Koreans have | 
started to use these instruments, big in- | 
stitutions such as Kexim, the Korea Ex- | 
change Bank and Korea Electric Co. 
have not given up their habit of forming 
an orderly queue for syndicated loans | 
each year in Hongkong. One Japangse | 
banker explained that this sort of loan is | 
“simple lending; they are well-known 
borrowers with good relationships with 
foreign banks.” 
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Broken-down tractor 


Sime Darby's efforts to diversify have not solved old problems 


By James Clad in Kuala Lumpur 


Mi corporate giant Sime 
Darby's stagnant results for the 


year to 30 June, which yielded pre-tax 
Sos: of M$211 million (US$86.7 mil- 
lion), show the company's continuing 
vulnerability to highly skewed earnings 
despite its increasingly diversified, mul- 
tinational status. If Malaysia's commod- 
ity prices, especially for palm oil, do not 
recover soon, the group's dependence 
on plantation profits will become à 
major problem. 
espite price and production re- 
treats, Sime's plantations remain highly 
profitable. Grouped into Consolidat- 
ed Plantations (Consplant), Sime's 
200,000 acres have the best *crop-mix" 
of any major Malaysian estate. But 
seemingly intractable loss-makers — 
notably — Tractors Malaysia 
Holdings, the Caterpillar franchise 
holder — continue to hamper the group. 

Sime’s decision in the 1970s to shift 
decisively into oil palm has received 
ample reward over the past three years. 
It has also saved the conglomerate from 
the consequences of too rapid an expan- 
sion — one that shows no signs of let-up, 
with Sime yielding to various pressures 
to buy, via Consplant, a 51% interest in 
Dunlop Malaysian Industries from Bri- 
tish-based Dunlop Holdings earlier this 
year. 

Perennial-yielding oi! palms now 
cover about 70% of Consplant’s area 
and, as in 1984, end-of-year figures 
show Consplant carrying the large con- 
glomerate upwards, only to collide, 


once again, with Tractors’ dismal re- 
sults. As it is, Xlantations account for 
nearly 65% of Sime's earnings — down 
only slightly fro 70.5% last year. By 
contrast, Tractors incurred a M$26.1 
million loss — compared with a small 
M$8.9 million profit on a M$360 million 
turnover in the previous year — follow- 
ing a 38% contraction in revenues to 
just M$224 million. 

These gloomy results partly reflect 
Tractors’ hostage-like position since the 
collapse of the East Malaysian timber 
boom after 1982. This also applies to 
Sime's arch-competitor, United Motor 
Works — which holds the Komatsu 
franchise. The slump has virtually elimi- 
nated demand for lo opging and clearing 
equipment. But Tractors’ steeply 
mounting losses also show, according to 
some sources, the subsidiary’s unwil- 
lingness to trim back an operation that 
has become far too big for the foresee- 
able demand. 


T2 make matters worse, the subsidiary 
apparently did not request con- 
tingencies to cover a loss of this mag- 
nitude until very late in the year — and 
then all in a rush. Until this bad news, 
Sime's chairman (and former finance 
minister) Tan Siew Sin had every reason 
to expect better 1985 returns. 

Tan was oe because, despite 
reduced trading and manufacturing 
turnover in Sime’s Singapore com- 

anies (pulling pre-tax profits down 
rom M$^I .4 million in 1984 to M$11.5 
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elsewhere: property-development gz | 
(through subsidiary United Estate Pro y 
ject) and commodity-trading earnings — 
had turned around. | 

Performance was boosted by a 137% — 
increase to M$34.4 million in pre-tax ~ 
earning from Sime's Hongkong operas 
tions, reflecting a turnaround in p : 
erty and car sales. Coupled with Con- 4 
splant's still solid cashflow, oer pro- | 

its seemed assured. Instead, Tractors" - 
loss mainly led to Sime's pre-tax carn- | 
ings picture overall dippin below 1984 | 
figures — from M$2 million to - 
$210.7 million. 

Tractors belated plea for extra 
operating cash not only surprised | 
board but also set off renewe — 
for management changes. Sime’s he 
machinery operations go back to 1 
when the then British-owned — | 
bought the East Malaysian Caterpillar 
franchise holder, Sarawak Trading Co. — 
That entrenched position may prove a — 
weakness: many Sime executivesseeno f 
sign that the timber trade will impro 
in the next year — or beyond. 

In Malaysia alone Sime's market — 
capitalisation reaches M$1 billion. ja 
size has often encouraged the govern- | 
ment to urge the group to take new op- 
erations under its wing: with the — 
acquisition it has moved into tyre-mak- 
ing. 

Most eyes are now fastened on the 
effect on current year’s earnings of the | 
drop in palm oil prices (from M$ 1,200a 
tonne earlier this year to below M$730a 
tonne in September). Despite Sime's f 
eagerness to broaden its cashflow base f 
and to move in many directions, Con- T. 
splant remains its prized and much- f 
needed contributor. And if prices for - 
Consplant's golden crop do not in- 
crease, Sime's profit next year cou 
well show a further decline. 
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| Corporate news rallies many 


AUSTRALIA and South Korea led rallying markets in Asia in the period to 30 
Sept., helped by strong corporate performances and supportive moves by govern- 
| ments. In particular, Australia's new tax package gave markets fresh impetus. 


HC ONG: Sellers converged on a market shak- 
en by rumours of fresh problems at various listed 
_ firms, which subsequently failed to be borne out. 
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agging domestic exports and worries over the 
spillover effects onto banks of the troubled ship- 
| ping industry weighed heavily on investor senti- 
| ment. The Hang Sent Index closed at a low 
1,511.80, down nearly 24 points on the holiday- 
Shortened period. Trading was a thin HK$213.57 
“million (US$27.3 million) average a day. Some 
market analysts expect punters to take advantage 
the price correction to buy in. In the longer 
term, however, weak export performance and a 
4 >d shipping sector are expected to hold 
- bulls in check. 


 CICTY 


TC J: Near-record volumes marked a period 
excited by a rising ven. Daily turnover averaged 
722 million shares and the 1.35 billion shares 
- traded on 26 Sept. represented the second-highest 
'olume on record, after the 1.38 billion traded on 


8 April 1981. The Japanese securities industry 
began its new year on 26 Sept., an event customar- 
‘ily celebrated with a huge volume-boosting sales 

campaign. But the rising exchange value of the 
yen sparked rapid trading in oil import issues. 

Oils, paper, pulp, electricity, power and gas and 
other energy-re ated issues were heavily bought. 

| The Dow Jones Average closed at 12,700.11 on 30 
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j à: The markets leapt to new heights in 
- the period, driven by confidence in the federal 
government's new tax package, continued take- 
- over activity and sharp rises in certain stocks, fol- 
- lowing announcement of their annual results, 
- which were above market expectations. The All- 
O dinaries Index hit three consecutive record 
- highs and finished 27.3 points stronger at 987 for 
the period. The All-Industrial Index jumped 47.8 
- points to 1,455, helped by the release of Broken 
Hi Biopsetarye first-quarter results which 
prompted speculation that the market leader 
could make a A$1 billion (US$714.3 million) profit 
for the yeas. Mining stocks rose with the Metals 
- and Minerals Index up 12.7 points to 613.3. 


NEW ZEALAND: The market firmed over the 
period before easing at the close. The major 
- reason for the market's upward movement was a 
| spate of corporate activity. The market is expect- 
‘| ed to be relatively subdued in the coming period, 
| in the absence of further corporate activity, as 
| wage negotiations continue. 


| SEOUL: There were signs of recovery as average 
| trading volumes doubled to 21.51 million, and the 
| composite index rose 1.83 points to. 138.91. 
| Rumours regarding a possible interest-rate cut 
| and speculation re p des government's plans 
| for securities-market liberalisation fanned the 
„confidence of buyers — who showed a sudden in- 
|] terest in low-priced construction issues, driving 
| the construction index up 5.59 points. Transport 
i Eo perone best, with a 7.39-point in- 
| crease. Falling the furthest were rubber, and 
1 wood products, down 2.59 points and 0.75 of a 
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point respectively. Kolon Construction enjoyed 
the biggest rise. 


MANILA: Market activity was steady with invest- 
ors concentrating on a few commercial-industrial 
and mining issues. The few traded shares ended 
mostly with gains, helped also by rumours of di- 
vidends planned for some of these issues. Average 
daily turnover firmed up by 3% to P1.64 million 
(US$88,172). The Manila mining index inched up 
by 0.96 of a point to close at 660.95, the commer- 
cial-industrial indicator rose 7.33 to 163.27, and 
the oil average added 0.009 to 0.804. 


SINGAPORE: The action in the market switched 
back to second liners from blue chips in heavy and 
speculative trading. Frasers Industrial Index 
notched up 21.98 points during the period to close 
at 4,071.65 on 30 Sept. Average daily turnover 
during the period amounted to 28.08 million units, 
with rumours of money flow from Hongkong into 
the local bourses. While Prime Minister Lee Kuan 
Yew's visit to China has raised hopes of increasing 
trading prospects with Peking, protectionist 
moves in the US do not augur well for Singapore's 
exporters. 


KUALA LUMPUR: Although Fraser's Malaysia 
Index showed the market by end of period finish- 
ing at virtually the same value levels it began, high 
volume trading, averaging 34.4 million shares 
daily (worth M$86.6 million or US$35.6 mil- 
lion), prompted local analysts to predict a gradual 
slowdown after three active weeks. They pointed 
out that the market was acting independently of 
most other economic indicators. Nonetheless, 
bullish conditions continued to attract previously 
reluctant speculators, who were now chasing list- 
ings such as Raleigh Cycles (which alone ac- 
counted for 9% of all trading) and Metroplex. 
Antah Holdings also closed at dizzy highs. 


TAIPEI: The market wavered on both sides of the 
700 mark for the first three days of a holiday-short- 
ened period, but then closed out with a good jump 
upward on the last day. The weighted price index 
ended the period at 710.02, up 10.87 points from 
the previous period's close. The gain resulted 
from investors' hopes that the yen's sudden rise 
against the US dollar would boost Taiwan's export 
sales to Japan. Volume was down markedly, with 
average daily transactions amounting to NT$496 
million (US$12.4 million). 


BANGKOK: 1n another periód of lacklustre trad- 
ing, the market posted further declines. Most 
stocks opened weak and —— lost ground 
over the period. The absence of trading incentives 
coupled with gloomy economic prospects depress- 
ed sentiment. Despite some buying support in 
mid-session in some of the popular stocks, the 
Book Club Index finished the period weaker at 
132.45, down 0.45 of a point. The biggest gainer 
was Charoong Thai, followed by IFCT. Losers in- 
cluded United Flour Mill, Tongkah Harbour and 
Siam Citizens Corp. Trading averaged a daily 
Baht 18.48 million (US$679.4 1). 
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Merchant Banking & 
Personal [nvestment 


The barriers are crumbling; banks turning into securities’ 
houses, securities' houses into banks. Is there room left for the old 
fashioned merchant bank? Or is the future the preserve of 
financial supermarkets? 


Review correspondents throughout the Region will be 
answering these questions from Tokyo, where the battle for 
territory is being waged between domestic and foreign 
institutions, to Australia and India. 


There will be special reports on debt instruments and currencies 
and, on personal investment, Focus asks who are the best fund 
managers and why; reports on tax havens, on gold and on the 
attractions of bonds vs equity. An investor's guide to choosing, 
valuing and buying shares is also provided. 


As the world's premier publication on Asian affairs, the 
Review is considered an essential part of the business day for over 
200,000 senior executives in banking, industry, government and 
the professions and no other publication has a greater command 
of their attention. 


In a Focus issue, this is even more true. 


An advertisement in the FAR 
EASTERN ECONOMIC REVIEW - 
continues to be the most cost 
effective means of reaching Asia's 
decision makers. If your company is 
not already advertising with us, why 
not start by taking the excellent 
opportunity of an advertisement in 
the Review's Focus on Merchant 
= Banking & Personal Investment by 
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Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review Ltd 
G P O Box 160 
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: real Darjeeling reveals itself only 
to the very discerning. Time has 
added many layers that hide the original 
purpose for which this queen of hill re- 
sorts was first founded. Its establish- 
ment in 1835 was recorded in, perhaps, 
one of the shortest and most charming 
“unequal treaties" ever written. The 
deed executed by the ruler of Sikkim 
reads: 

"The Governor-General [of India] 
having expressed his desire for the pos- 
session of the hill of Darjeeling on ac- 
count of its cool climate, for the purpose 
of enabling the servants of his Govern- 
ment, suffering from sickness, to avail 
themselves of its advantages, I, the said, 
Sikkimputtee Rajah, out of friendship 
to the said Governor-General, hereby 
present Darjeeling to the East India 
Company, that is, all the land south of 
the great Ranjeet River, east of the 
Balasur, Kahail, and little Ranjeet Riv- 
ers and west of Rungno and Mahanuddi 
Rivers." 

The sickness was probably caused by 
the heat of the plains, and over the years 
the civil servants came not only to rest 
and recuperate but also to find some 
spiritual sustenance from the breathtak- 
ing natural beauty of these hills. Built 
for a mere few thousand families, Dar- 
jeeling has now become a big town. Its 
markets are crowded and its streets are 
jammed with noisy traffic. 

But there is one part that has 
changed very little. On top of one of the 
highest ridges stands the Hotel Winda- 
mere overlooking valleys 7,000 ft deep 
on either side. Across the valleys is the 
magnificent Himalayan range with Kan- 
chenjunga as its focal point. It is here 
that one meets the indomitable Mrs 
P. L. Tenduf-La who owns the hotel. 
Time has changed neither her nor her 
hotel. A Tibetan, Mrs Tenduf-La em- 
bodies the true spirit of the Himalayas 
and seems to spread it among the guests 
— a spirit of unconquered peaks and un- 
chartered glaciers mixed with a sense of 
peace and tranquillity. 

The past is remembered in the form 
of scores of old albums and autograph 
books. Her husband, the late Rai 
Bahadur C. Tenduf-La, died a few years 
ago. As she describes one of the photo- 
graphs in which several couples are 


dancing at the hotel Christmas party, 


the 73-year-old lady, once the belle of 
many a ball in Darjeeling, sighs: “One 
of the things I miss most is dancing with 
my husband.” 

Another photograph records the visit 
of Lady MacLehose, wife of the former 
governor of Hongkong, seen with the 
owner of Windamere at the local veget- 
able market, and in another picture with 
her walking-stick. Lady MacLehose was 
very fond of walks, explains Mrs Ten- 
duf-La, the most beautiful of which is 
just down a few steps from the Winda- 
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mere. In less than five minutes one can 
reach the point on the ridge from where 
the Kanchenjunga is clearly visible 
across the deep valley. The view of the 
mighty, five-peaked Kanchenjunga, 
28,156 ft high and the third highest 
mountain in the world, Guardian Deity 
of the Sacred Valley of Rice, is best en- 
joyed very early in the morning. 

The same walk on a full-moon-lit 
night, when the surrounding valleys and 
peaks acquire a mysterious enchant- 
ment, can provide one of the most 
memorable events of one's stay, almost 
comparable to the Taj Mahal in full 
moon. Fortunately, these pleasures are 
not a standard tourist attraction. Most 
of the tourists spend their time visiting 
places such as the Himalayan Moun- 
taineering Institute, the Tibetan Re- 
fugees Self-Help Centre, Botanical 
Gardens, Victoria Falls and the Happy 
Valley Tea Estate. The more adventur- 
ous travel to the Ghoom Tibetan 
Monastery about eight km away. 

Mrs Tenduf-La smiles benignly at 
the small group who persists in inquiring 
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about these sights from Thapa, the of- 
fice manager. Thapa, who until earlier 
this year was in Hongkong with the Gur- 
khas, hands them a few leaflets and sells 
some picture postcards. But the discern- 
ing residents sit on the porch and talk 
about the possibility of visits to Sikkim 
and Bhutan. Some of them re-discover 
the pleasures of reading, lending books 
to each other or borrowing them from 
the hotel library. 


S ome of the guests are invited by Mrs 
Tenduf-La to a farewell dinner for 
the American couple leaving early next 
morning for Bagdogra, about four hours' 
drive away. From there, they will fly to 
New Delhi. A couple of bottles of wine 
are opened which, considering the puni- 
tive excise duty, makes it a very special 
occasion. The waiters respond to the 
event deferentially and, just for a few 
brief moments, Mrs Tenduf-La manages 
to merge the past with the present. 


"| love com- 
pany. I have friends 
all over the world 
and many of them 
come back several 
times. It's so nice 
to be with people 
who come here just 
d: stay at the Windamere for their holi- 

ay." 

That is obviously an exaggeration as 
Darjeeling is famous for many other 
things, notably tea. The British planters 
first started growing it in the mid-19th 
century using labour recruited from 
Nepal. Tea requires a minimum of 50-60 
in of rainfall in the year and Darjeeling’s 
annual average is over 120 in — June 
and July being the wettest months. That 
is when the town's name of Tibetan ori- 
gin, which means the place where the 
goddess Indra's thunderbolt or sceptre 
rested (Dorji — thunderbolt, Ling — 
place), appears quite apt. 

Darjeeling is also known for its ex- 
cellent schools. Some of the residents 
who are regulars at the Windamere 
come to visit their 
children. One of the guests 
who is quickly befriended 
by others is Lyonpo Dawa 
Tsering, the Bhutan minis- 
ter for foreign affairs. 
Everybody is anxious to 
know more about Bhutan, 
until recently known as 
the "forbidden kingdom," 
and at least one family 
is undeterred by the in- 
formation that it takes 
two days by car to reach 
Thimphu, the country's 
capital. 

Darjeeling is built like 
a series of landings joined 
by — of steps and 
steep lanes. On the top 
along the mall is the Windamere and the 
villas of the wealthy. The middle part of 
the town comprises hundreds of less ex- 
pensive hotels. The lowest floor consists 
of the market place and the bazaars 
which swarm with Nepalese, Tibetans 
and Sikkim Bhutias and Lepchas, the 
Dukpas of Bhutan and the Bengali and 
Marwari traders and shopkeepers from 
the plains. 

But the most beautiful aspect is its 
natural setting in the lap of the eastern 
Himalayas. Bounded on the north by 
Sikkim, it is flanked by Bhutan on the 
east and Nepal on the west. The closer 
cultivated slopes rise towards the dis- 
tant ascending hills as far as the eye can 
see. There is a sound from the hills and 
the valleys, like a whisper, heard if both 
the heart and the mind of the listener 
are surrendered to the majesty of the 
Himalayas. An unseen spiritual influ- 
ence pervades the atmosphere. 

— Hari Bedi 
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Reliability 


The mark of a fine bank 





If youre looking into the possibilities of project 
and export financing, especially multi-source 
financing, look for a stable, solid bank with reliable, 


highly experienced professionals. 
UBS - the reliable bank. 








Union Bank of Switzerland & 38-01 Shell Tower ! 
Branch Offices in Asia Yurakucho Building Singapore 0104 E i 
Union Bank of Switzerland 10-1, Yurakucho 1-chome : on Dank 
13th Floor Chiyoda-ku Head Office xf of Switzerland 


Gloucester Tower Tokyo 100/Japan Union Bank of Switzerland 
11 Pedder Street Union Bank of Switzerland Bahnhofstrasse 45 


Hong Kong 50 Raffles Place CH-8021 Zurich 





In pursuit of profits 





The production of aluminium involves the use of electric currents so pow- 
erful that they will stop the wristwatch of a bystander. Add the heat of 
molten metal and truck loads of dust and you have an environment as 
hostile to mechanical equipment as you can find. | 

This is the story of how an advanced engineering company called | 
Atlas Copco helbed a Norwegian aluminium producer improve the cost- 
efficiency of his process. 

If you're concerned with company profits, this story could relate to 
you, too, no matter what industry you re in. 


-AI KARMØY, 
TIME STANDS STILL 
AS PRODUCTION 
ACCELERATES. 














The old Vikings always knew where to 
find good harbours. Harald Hårfager, or 
Fairhair, the first king of Norway, set- 
tledon the islandof Karmøy facing the 
roaring waters of the North Atlantic. 

Today, Karmøy still provides an 
excellent harbour and the ships still 
call with their cargos of precious metal. 
Or rather, metal in the making. 

Ata huge aluminium plant, Norsk 
Hydro, Norway’s largest industrial 
group, produces 160,000 
tonnes of high -grade alu- 
minium every year. The 
raw material is alumina, 
from far-off countries. 

But the harbour 
was not the main reason 
for the siting of the plant. 
It was Norway's biggest 
natural asset; energy in 
the form of hydropower. 

In fact, the 340 
Söderberg furnaces at the 
Karmøy plant consume 
as much electricity as a 
medium-size town. 











| It's a tough world. 


The alumina powder is 
dissolved in pots contain- 
ing molten electrolyte. To 


feed alumina, the crust on the surface is 
broken up at two-hourly intervals using 
two"swords" oneach pot. The problem 
is to find suitable motive power for the 





swords in such a harsh environment. 
The current in the pots is 
125,000 amps and produces a magnet- 
ic field sufficiently strong to perma- 
nently ruin a wristwatch. The temper- 
ature of the electrolyte smelt is 970°C. 
And the dust from the alumina renders 
most mechanical devices useless. 


This was the situation faced by Norsk 
Hydro and Sverre Johannessen, head 
of the workshop. 





Karmoy. 











Locating an aluminium plant calls 
for two key factors; a harbour and 
electricity. Norsk Hydro has both at 








But Atlas Copco is tougher. 
Here Atlas Copco,through its Monsun- 


Tison division, entered the scene. 
When Norsk Hydro came 
to us, we immediately be- 
gan to investigate the pos- 
sibility of adapting our 
pneumatic cylinders and 
control valves. 

After ingenious 
engineering and testing, 
we came up with a tailor- 
made cylinder which — 
in spite of the hostile en- 
vironment—has a prov- 
en service life of five 
years and a theoretical 
engineering life cycle of 
more than 20 years. 

No wonder Norsk 
Hydro calls this solution 
more than satisfactory. 
With a total of 1,400 cyl- 
inders that take care of 
themselves, little maintenance is 
needed. 

What's more, the cylinders per- 
mit greater precision in breaking the 







































Sverre Johannessen, head of Karmoy's 
work shop, does not spend much time 
with the pneumatic cylinders power 
| ing the crust-breaking swords; their 
service life is five years. 
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made by Atlas Coi 


plant management 


Your ticket to better profits 
When vou buv s 
Atlas Con . VOU iri 
purchasing a product 


buying a protitabDit 


every situation. U 
you cut your operating 
crease vour 1 me Q 
on having develope: 
ods and prod 
own. [hey are t] 
cooperation v 
Like in the 
rt Ad 
is Cop 
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We have oul , 
nies 1] 47 COUN Tes 
tributors. including direct 
building and construction contractors | tions, in another 85. All 
crust and feeding alumina, thus im- and mine operators. bu mons than A00 ai 
proving the product quality and reduc- Ín recent years, Atlas Copcohas | trained. mechanics and off-i 
ing the discharge of gas and dust. also established itself in new areas | spares all over the | 


But the most stunning aspect — 
the productivity —is yet to come. 


Who is this Atlas Copco? 


such as gas compression, the mining So we're ni 
of soft rock — including coal — and heat | 
energy recovery. 


By now you may be wondering, "What 
has all this got to do with me? I'm not 
even remotely concerned with the alu- 
minium manufacturing business.” A 


4,000 tonnes extra. 
The crucial formula in calculating the 
cost efficiency of an aluminium pro- 
duction process is the amount of pure 


Atlas Cope O 
rer 


lot, we hope. Read on and see. 

Atlas Copco is one of the world’s 
leading companies in the field of com- 
pressed air and hydraulics. But we're | 
also active in other technical areas, 


m- 


YES | would like to see for myself 
9 if Atlas Copco could help 


me to make a little more money. 


Mail this coupon to Atlas Copco Head- 
quarters, $-105 23 Stockholm, Sweden. 


Or usethismagazine's reader servicecard. | 
such as electronics. C] Send me your brochure, “In Pursuit of 
The company sells it's 3,000 | Profits", with more case histories likethis Name 
products and services to 250,000 reg- one and general information on how 
istered customers in more than 120 | Atlas Copco solves customer problems — Position - | 
e and needs. 
countries. [] My business is. à Company 
Our manufacturing and product (specify type of industry). Send me in- | 
development are spread over 16 coun- formation that shows what you can doin Street 
tries. Invoiced sales in 1984 exceeded | this field. Cit | 
USD 1,000,000,000. O I'm interested in____ m 
Typical customers are indus- | (specify type of product). Send me rele- State — Zip | 
Lm A vant literature. | 
tries involved in mechanical produc- C Have your nearest representative call — Country i 
tion, f od processing, chemicals, phar- | me for a no-obligations discussion about | 
maceuticals, textiles and electronics. a specific product. Phone 


Included in this group, of course, are 
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Hong Kong Frankfurt 

© 6806 t 06103-34011 
World Finance. Center 3n2 Voltastrasse 3 800] 
Fi Canton Road. Kowloon Dreiaich Sprendingen 


World's *1 Place 
to Shop Furs 


JINDO imports its excellent pelts from 
world-class suppliers such as SAGA, 
Blackglama®, London Label and Emba. 
We join our superior craftsmanship with 
designs from the high fashion houses of 
Paris, Milan, Tokvo and New York to create 
the famous Jindo elegance in fur. 


YOU don't pay middlemen. You don't pay 
duty. And you don't pay tax. We sell the fur 
to you straight from the Jindo factory. And 
we send it anywhere in the world. 


TRAVELLING to a city listed above? Visit 
a Jindo Fur Salon and select your wrap 
from thousands of Mink, Fox, Racoon and 
many other fur and fur-lined coats. Major 
credit cards are honored. Prices exclude 
VAT in London and Frankfurt. Most of 
Jindo Fur Salons are open 365 days from 10 
a.m. to 7 p.m. For those who cannot visit 
any of our locations, a free mail order cata- 
log is available on request. 


Write to: Jindo Fur Salon, Dept. ER, 


C.P.O. Box 242, Seoul, Korea 
Telex: K22278/ Fax: (02) 864-7678 


Warm welcome to all the members of IBRD/IMF. 
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Giant Panda 
needs your help 
to survive 


ONC every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 


Please send contributions to the WWE 
National Organisation in your country or direct to 
WWF International, 1196 Gland, 


^e Switzerland. 





WWF WORLD WILDLIFE FUND 


WWF achnotoledres the donanon of this space by 
Far E astern Economic Rewer 
Advertisement prepared as a public service by Ogilvy & Mather 


“IN THE LONG RUN, 


THE RACE BELONGS NOT MERELY TO THE SWIFT, 
BUT TO THE FARSEEING, 


TO THOSE WHO ANTICIPATE CHANGE." 
LYKES LINES. 


Lykes Lines. The worldwide ocean carrier with service between the U.S. East. Gulf, and West Coasts and Great Lakes. 
Europe, the U.K., South and East Africa, Central America, the West Coast of South America. the Mediterranean. and the 
Far East. For information write Hughes D. Drumm. V.P. Corporate Affairs, Lykes Center. 300 Poydras Street, New 
Orleans, LA 70130. Telephone (504) 523-6611. 





We build 


industrial plants 


the Swiss way 


We have planned, built and commis- 
sioned over 200 production plants 
for clients all over the world. Not just 
because we are familiar with the most 
up-to-date technologies. But because 
we are typically Swiss in our working 
methods: conscious, precise, reliable 
and independent 

By independent we mean that we 
are free to choose equipment vendors 
complying with our high demands 


for quality, safety, guarantees and deliv- 


ery deadlines. 


That's why we can assure clients 
that outputs will actually correspond to 
production targets. 


For 30 years, EMS has produced 
high quality synthetic fibres in Switzer- 
land, and has developed technologies 
to meet the demanding requirements 
of today's international market. 
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EMS is a name you can trust. We 
are a Swiss chemicals and engineering 
firm. A guarantee of quality, reliability, 
know-how and customer service. 





Licensors — Engineers - Contractors 





EMS-INVENTA AG, CH-7013 Domat/Ems 


Telephone 081/36 0111, Telex 74 378 invt. 
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HARMONY 
THE WATCH, THE LIGHTER AND THE PEN. 








ORFEVRES A PARIS 


LE RAFFINEMENT 
COMES TO 
SINGAPORE AGAIN. 





Now, you can experience 
Le Raffinement in a refreshingly 
different way at Hotel Meridien Changi- Singapore. 

Situated in a luxurious garden setting just a few moments from 
the beach and with a big choice of watersports including 
windsurfing, waterski-ing and sailing, as well as access to a golf 
course and tennis facilities, the hotel is still only minutes from 
both the city's international airport and business district. 

Add to this all the facilities you'd expect from a first class 
international hotel and you'll begin to understand why 
Hotel Meridien Changi-Singapore is the ideal haven for the busy 
businessman who wants to work hard. As well as play hard. 

Le Raffinement, that unequalled style and elegance that only 
Meridien can offer, experience it in two great hotels in Singapore. 
Hotel Meridien Singapore and Hotel Meridien Changi-Singapore. 





For reservations, contact your travel agent or the Hotel Meridien Changi- Singapore 
| Netheravon Road. Upper Changi Road, Singapore 1750. Tel: 5456632 
Telex: RS36042 HOMRA. 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 
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LETTERS | 


The urban ideal 


Derek Davies’s description of Britain’s 
society [TRAVELLER'S TALES, 3 Oct.] 
is, in my view, well justified. But he was 
too harsh on the 18th century when he 
says that the Brits now vearn for it as an 
"anti-urban" century. It was far from 
that. 

Only Cobbett, that great reaction- 
ary, spoke of London as the Great Wen 
(referring to the gilt-edged stockholders 
of the day who were "tax-eaters," as 
they still are today). Other writers of the 
period were eminently urban and, in- 
deed, urbane. The ideal for them was a 
rus in urbe. Samuel Johnson, who lived 
through most of the century, pronounc- 
ed that "when one is tired of London 
one is tired of life," and founded one of 
the most comfortably intellectual 
societies there has ever been since Ovid. 

The 18th century also saw the Indus- 
trial Revolution which has made all our 
modern cities on the globe. It began 
with Newcomen’s tatty little steam en- 
gine down in Cornwall and progressed 
to Blake's "satanic mills" (now, there 
was a rank reactionary, too!). The Nash 
brothers built classical townhouses; 
merchants' palaces sprouted from Edin- 
burgh to Bristol and London itself; 
urban incomes soared. 

Although the lord chancellor con- 
tinued to sit on the Woolsack in the 
Lords, testifying to Britain's agricul- 
tural power, the bottoms that actually 
dented the sack became those of bank- 
ers and urban lawyers. 

The 18th century sounded, in fact, 
the death-knell of the landed gentry. 
The rural castles turned to shells (or 
were bought up by beer barons and tex- 
tiles taipans), the rural parsonages went 
down-at-heel; Jane Austen (who lived 
in the ancient great town of Winchester) 
lit its last glimmer. 

No, sir, the Brits do not, it seems, 
yearn for that century, but for one much 
earlier — the 14th century. The Black 
Death. 
Hongkong Alan Chalkley 
How much I agree with your thesis. By 
the way, the "gentification" of British 
entrepreneurs was advanced as a major 
reason for the decline of British busi- 
ness/economy in a brilliant study pub- 
lished some years ago: English Culture 
and the Decline of the Industrial Spirit 
(1850-1980), Cambridge University 
Press, by Martin Wiener. 

Bangkok Endymion Wilkinson 


Free convertibility 


V. G. Kulkarni's note on the interven- 
tion operations of the Monetary Au- 
thority of Singapore (MAS) [3 Oct. ] was 
factually correct on most details. How- 
ever, there were two factual errors, the 
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| stay in hotels all over the world, 
so | need a Card that’s accepted worldwide. 
















When you're a member of , 
Diners Club, you belong to 
The World Club— the Club 
designed to meet your, needs 
as a frequent traveller. A 
Club member, you'll firi 
warm welcome at a vaii 
of hotels around the world; 
including every major chat 

And that's just one of & 
world of services, from 
emergency cash to 
automatic flight insurance. 
No wonder millions of 
travellers enjoy the privileges 
and services of The World Club. 


DINERS CLUB. 
INTERNATIONAL 


THE WORLD CLUB 
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Holiday Inn City Centre Kuala Lumpur 
Opening late 1985 


* Located alongside the Gombak River, in the centre of the 
commercial district, with shopping and nightlife nearby 

* 250 luxurious rooms and suites will feature individually 
controlled airconditioning. colour EN. radio, retrigerator mimi 
bar and tree in-house movies 

* Business Centre will offer full executive services. 

* Restaurants will include a cottee shop and a Chinese 
restauranil 

* Comfortable cocktail bar tor relaxation 

' Convention facilities for meetings and seminars. 

‘Swimming pool with snack and cocktail bar. 
Iwo squash courts. 

24-hour room service. 


Plus all the other services vou would expect to find in an 
- dmternational class hotel. 






|. For further information and reservations. contact your travel agent, 

a Hides Inn hotel or our Director of Sales, Holiday Inn City Centre Kuala Lumpur, 
CO PO Box 10983, Jalan Pinang, 50732 Kuala Lumpur, West Malaysia. 

Tek 2481066, Telex: MA30239. Cable: HOLIDAYINN. 























first being the amount of intervention 
from 13-18 September; the second relat- 
ing to the convertibility of the Singapore 
dollar. 
| am not free to disclose the exact 
amount of intervention and can only say 
it was considerably less than what finan- 
clal journals reported. As regards con- 
vertibility, Kulkarni stated: “Banks 
needed the permission of the MAS to 
make large transfers of foreign curren- 
cies.” [f this were so, speculation on the 
Singapore dollar would not have 
started, Banks, in fact, can convert any 
amount of Singapore dollars into any 
foreign currency without anybody's per- 
mission. Ng Kok Song 
Director, International Dept 
Singapore Monetary Authority of Singapore 


e V. C. Kulkarni replies: As this letter 
makes clear, the MAS does not reveal its 
activities in the market, so the press is left 
with information gathered from market 
sources. Ng is correct about the free con- 
vertibility of the Singapore currency and 
I duly regret the error. However, banks 
have to obtain prior permission of the 
MAS before lending more than S$5 mil- 
lion (US$2.36 million) — in the local cur- 
rency — to companies not incorporated 
in Singapore. This, in effect, does give 
the MAS control over large transfers of 
Singapore dollars abroad. 


Canonising tyranny 


liziano Terzani's compassion and sin- 
cere concern for the Vietnamese plight 
since “liberation” is commendable. But 
his article, Vietnam revisited |THE STH 
COLUMN, 19 Sept.]. serves as a thinly 
veiled excuse for his and other Western 
journalists’ lamentable support of the 
Vietnamese communists before 1975 
and reflexive anti-Americanism. Ter- 
zani also reveals a lack of historical 
understanding of what has led to Viet- 
nam s current problems. 

The romantic canonisation of Viet- 
namese revolutionary "saints" blinded 
many Westerners to the repression and 
tyranny that Ho Chi Minh's Stalinists 
had imposed on North Vietnam: the 
elimination of moderate nationalists by 
Ho's agents during the war against the 
French; the brutal land-reform move- 
ment begun in 1953; the absence of free 
and democratic elections in the North; 
sabotage and armed aggression against 
the vulnerable South (including the 
assassination and kidnapping ol 
thousands of local officials and idealistic 
schoolteachers between 1956 and 1963). 

Even before the first US ground 
troops arrived in 1965, it was very appa- 
rent to most Vietnamese and outside 
Observers that the North Vietnamese 
and their Viet Cong surrogates were 
practitioners of force rather than demo- 
cratic reform. 

Vietnam's first re-education camp 
network was created in 1957 in North 
Vietnam to silence dissident intellect- 




















THE FINEST YARN ALONE DOESN’T 
MAKE A DUNHILL SWEATER. A UNIQUE DESIGN DOES. 





Only the best design will ever be considered for a Dunhill product. 
And the best designer will utilise the finest materials in the knowledge that the finest craftsman will produce 
an item worthy of the Dunhill name. 





The Dunhill sweater, Made from 100% cotton, this sweater has been designed to complement the 


character of the yarn. A natural fibre, it breathes freely, allowing coolness and comfort. In all, Dunhill designers utilise 12 of the 
world's finest yarns to create a range of sweaters of unmatched quality and style. 


ALFRED DUNHILL’S PHILOSOPHY: * 


IT MUST BEUSEFUL.IT MUST WORK DEPENDABLY.IT MUST BE BEAUTIFUL. 
IT MUSTLAST.IT MUST BE THE BEST OF ITS KIND. 





NATIONS GOLF CHAMPIONSHIP LU n { 


ST ANDREWS, SCOTLAND, OCT 17-20 
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| | uals, journalists and poets who voiced 
| opposition to institutional repression. 
And the present Soviet-backed Viet- 
| | namese colonisation of Laos and Cam- 
| bodia was ominous when Ho formed the 
| | Indochina Communist Party in 1930. 
| | Today, as Soviet influence continues to 
grow in Hanoi with the recent construc- 
tion of a Lenin statue next to the Ho Chi 
Minh Mausoleum, thousands of free- 
dom-seeking Vietnamese continue to 
flee. 


Now, there’s no need to choose 
between business 
and pleasure 


in Bangkok. 





New York Al Santoli 


Justifying delusions 


| find the self-righteous protestations of 





At the heart of the most liziano Terzani in THE 5TH COLUMN 
fashionable business, | [19 Sept.] nauseating. Having taken a 
diplomatic and residen- | stand which has gone awry, Terzani now 
tial district, The Regent | tries to justify it by repeating myths and 
provides the ultimate claiming that what has taken place in 
lication tow wir «cx Vietnam after the fall of Saigon was un- 
in Bangkok predictable and unforeseeable — al 


least to Terzani himself. 
And to think Terzani is probably 
the being paid to perpetuate delusions. 


(KE. VH | | Singapore 'American Critic' 
ZUM | Regarding Tiziano Terzani's article on 
A REGENT * INTERNATIONAL HOTEL Vietnam, I am surprised it has taken a 
decade for him to see the Vietnam “rev- 
olution" for what it is. Even newborn 
puppies have their eyes open in a week 
UND Bino (GO. DUSSELDORF. FII. HONG} LONDON. MI V YOR! or two! 
BANGKOK 2516127, TELEX TH20004; HONG KONG 3-663361; Seattle J. E. Mazure 
SINGAPORE 7373555; TOKYO 03-211-4541 OR SEE YOUR TRAVEL PLANNER. 
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JiM BEAM 


The worlds 


best selling 
bourbon. 





KENTUCKY STRAIGHT BOURBON WHISKEY 80 PROOF TILLED AND BOTTLED BY JAMES B. BEAM DISTILLING CLERMONT, BEAM, KY 
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The mark of an extraordinary bank 





Borrowing to finance a major project shouldn't 
involve a lot of time-consuming red tape. If time ts 
of the essence, talk to a bank that's part 

of a small group of swift, extraordinary banks. 


UBS - the high speed bank. 






Union Bank of Switzerland & 38-01 Shell Tower 






Branch Offices in Asia Yurakucho Building Singapore 0104 . 
Union Bank of Switzerland 10-1, Yurakucho 1-chome Union Bank 
— Chiyoda-ku Head Office of Switzerland 


Gloucester Tower Tokyo 100/Japan Union Bank of Switzerland 
11 Pedder Street Union Bank of Switzerland Bahnhofstrasse 45 
Hong Kong 50 Raffles Place CH-8021 Zurich 






Graceful movement born of a 
5000 year old culture. It's 
something you will fast appre 
ciate aboard tbe wide-bx xd ted 
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: ndian Prime Minister Rajiv Gandhi, who was suddenly 
| thrust into power after the assassination of his mother, In- 

dira Gandhi, a year ago, is leading his country towards the 
21st century along a very different economic path from the 
route his predecessors mapped out. Backed by a group of 
young technocrats — dubbed the 'computer wallahs' — 
Gandhi is opening the economy to competition, encourag- 
ing foreign technology imports and mounting an attack on 
endemic low productivity. New Delhi bureau chief Salamat 
Ali looks at the challenges facing Gandhi, while business 
editor Anthony Rowley examines a World Bank report 
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which warns that this strategy will entail India becoming more dependent 


on foreign trade and borrowing. Pages 82-86. 


Cover illustration by Morgan Chua. 





Page 16 

Constitutional amendments are ta- 
bled in Pakistan's parliament, includ- 
ing a crucial clause indemnifying the 
military against prosecution after the 
return to civilian rule. 





Pages 17-18 

Malaysia and the Philippines play 
down an incident which may have in- 
volved a Malaysian police attack on 
Filipino bandits in Philippine territory. 


Page 25 

The surprise announcement by China 
that it will accept international inspec- 
tion of some of its nuclear plants is ex- 
pected to ease the passage of a Sino- 
US nuclear pact through the US Con- 
gress. 


Page 28 

The Hongkong Government will not 
consult China before implementing 
political reforms, despite recent 
statements by senior officials that 
seemed to indicate an enhanced role 
for Peking in the run-up to the 1997 
hand-over. 


Pages 30-32 

The Soviet Union's peace offensive 
turns to East Asia with the announce- 
ment of visits early next year to Tokyo 
and Peking by Foreign Minister 
Eduard Shevardnadze, but the 


chances of major differences being 
resolved look slim. 


Ls 





Page 42 

Thailand signs an agreement with the 
US on logistics aid, which will enable 
the Thai armed forces to draw on 
arms and ammunition stockpiles in 
the US at short notice. 


Page 62 

The sharp rise in the value of the yen 
may increase, rather than decrease, 
Japan's trade surplus in the short 
term, though it should eat into the 
surplus next year. 


Page 64 

A bitter contest for leadership of In- 
donesia's top business organisation 
raises questions over its role. 


Page 66 

Pakistan moves its oil search offshore 
after a series of important onshore 
finds push production far above 
target. 


DAVID JENKINS 





96-98 

The public issue of 30% of the shares 
in Malaysian Airline System, Malay- 
sia's first big step towards privatisa- 
tion, seems set for heavy over- 
subscription. Meanwhile, the issue is 
unlikely to affect a planned similar 
exercise by cross-Causeway rival 
Singapore Airlines. 


Page 99 

The Hongkong Government is less 
than enthusiastic about World Bank 
plans to make a bond issue in the local 
currency. 
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Devan Nair quits 
Singapore for US 


Beers former president, 
C. V. Devan Nair, left on 6 Oc- 
- tober to settle in the US. Nair, 
who resigned from office in 
March because of alcoholism, 
told the local press that he 
would be visiting friends and 
relatives in India and Britain 
_ before setting up home with his 
wife in Washington. Nair said 
that he was considering several 
Job offers from American uni- 
versities and foundations to do 
research and lecture on Asian 
affairs. In September he re- 
jected a monthly pension 
awarded by parliament with a 
condition that he abide by the 
advice of a panel of doctors ap- 
- pointed by the government. 
-| Calling the conditionality an 
| act of coercion, Nair said that 
| according to experts in the US 
he was not required to take any 
medical treatment. 
— V. G. Kulkarni 
.| India launches its 
| own Awacs 
| After a three-year study which 
| concluded that British Hawker 
| Siddeley 748 airliners being 
| manufactured under licence by 
| Hindustan Aeronautics are 
| suitable for carrying the neces- 
| sary electronics, India has 
| launched a programme to de- 
| velop its own Airborne Warn- 
| ing and Control System 
| (Awacs). The decision follows 
| failure to obtain the technology 
| from Western sources. 
| __ The aim is to put a rotating 
| antenna on the 748s, creating 
| a flying radar station-cum- 
| command centre. A serving 
| air marshal of the Indian Air 
Force has been put in charge of 
| the project. — Salamat Ali 


| tona president to 
$ M Southeast Asia 


| Austrian Foreign Minister 
| Leopold Gratz plans to visit 
— | Southeast Asian capitals early 
in 1986, shortly after taking 
. over as president of the UN's 
International. Conference on 
Kampuchea (ICK), Vienna 
government sources said. 
| Asean delegates attending the 
—] UN General Assembly invited 
Gratz to succeed former Aust- 
rian foreign minister Willibald 
Pahr, who will resign at year- 
— | end to become secretary-gen- 
| eral of the UN-affiliated World 
Tourism Organisation, head- 
quartered in Madrid. 


— 


pa 
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Pahr has headed the ICK 
since it was established in July 
1981. Austrian diplomats said 
that Gratz, whose appointment 


will be formalised later this 
year, is expected to visit Hanoi 
on his inaugural tour, but prob- 
ably as foreign minister since 
Vietnam does not recognise 
the ICK. — Ted Morello 


eril Re Parte 
to Peking 
Australia has appointed Ross 
Garnaut, 39, an economic ad- 
viser to Prime Minister Bob 
Hawke, as its new ambassador 
to China. He replaces Denis 
Argall, who has had to with- 
draw from the job after only 16 
months because of illness. 
Garnaut, whose earlier 
academic career centred on 
development economics in 
Southeast Asia and Papua New 





Guinea, helped Hawke define 
his ambitious plans for joint 
developments with China in 
iron, steel and other metal in- 
dustries, including a joint-ven- 
ture iron-ore mine in Western 
Australia now being studied. 

— Hamish McDonald 


South Korean students 
sent to prison 
Sentences of up to seven years 
imprisonment have been 
handed down to 20 South Ko- 
rean students on charges re- 
lated to the occupation of the 
library of the US Information 
Service in Seoul in May. US 
diplomats who were involved 
in negotiations with the stu- 
dents throughout the occupa- 
tion had asked that they be 
treated leniently. The court re- 
fused requests by the defence 
that the diplomats involved 
should appear as witnesses. 

The trial was marked by 
protests by the defendants and 
their npon, and the dis- 
barring of one of the defending 
lawyers, who is also an MP of 
the opposition New Korea 
Democratic Party, for his ap- 
pearance. outside a university 
where students were demon- 
strating (REVIEW, 26 Sept. ). 

— Paul Ensor 


BUSINESS 


of banks 


Bangladesh has decided to par- 
tially privatise all but one of its 
nationalised commercial banks 
to make the industry more 
competitive, President H. M. 
Ershad announced on 7 Oc- 
tober. Although the procedure 
for privatisation has not been 
set yet, he indicated that the 
government will retain sub- 
stantial —* — perhaps as 
high as 49%. The government 
had earlier privatised two 
nationalised banks, and since 
1983 it has allowed the opening 
of eight private banks. There 
are currently four nationalised 
commercial banks, of which 
Sonali Bank (with more than 
1,240 branches) is the largest. 
The government will retain 


: control of this bank, which also 


functions as the national trea- 


sury in remote areas. 


The three banks targeted 


| for partial divestment are the 
| Janata Bank (838 branches); 


the Agrani Bank (more than 
800 branches), and the Rupali 
Bank (some 500 branches). 

— S. Kamaluddin 


More delays for Thai 
fertiliser complex 
Financing complications are 
further stalling Thailand’s am- 
bitious US$251 million fer- 
tiliser complex. For the third 
time, a contract signing with 
two groups of Japanese-domi- 
nated contractors has been put 
off for another three months. 
A HA stumbling block to à 
US$85 million Japanese con- 
cessionary loan was partly re- 
moved after the Industrial Fi- 
nance Corp. of Thailand 
(IFCT, a development bank) 
decided to take the entire loan 
and later re-lend it to the pro- 
ject — but IFCT's tough condi- 
tions have yet to be accepted by 
the public-private company 
undertaking the project. 

— Paisal Sricharatchanya 


The Seoul Olympic Organising 
Committee and US broadcast 
networks have agreed on a 
price for TV rights for the 1988 
Seoul Olympics after two years 
of difficult talks. South Korean 
negotiators and representa- 
tives of the National Broad- 
costing o: signed a contract in 


New York for a minimum of 
US$300 million in royalties, 
—— a — 


but the two sides also agreed to 
a profit-sharing formula based 
on advertising sales which 
could allow Seoul to earn up to 
US$500 million. This is well 
below the US$750 million the 
South Koreans had hoped for 
(though more than the US$225 
million paid for rights to the 
Los Angeles games in 1984). 
The lower-than-expected fee 
has been blamed partly on the 
time difference between Seoul 
and the US, which makes it dif- 
ficult to show finals live in the 


the US. — Paul Ensor 
Holmes à Court 
ready for new bid 


Perth-based corporate raider 
Robert Holmes à Court has 

sitioned himself for another 

id for control of Australia’s: 
biggest company, the Broken 
Hill Proprietary Co. (BHP) — 
his third tilt in two years. On 4 
October, he revealed that 
shareholdings and entitlements 
of his Bell Group amounted to 
-— 11% of the target's capi- 

r 


directly, options on 70 i 
shares now held by A 
Steamships Co. exercisable by 
either side over next August 
and September, and some 13.5 
million other options. 

With BHP's shares having 
risen to over A$8.40 (US$5.97) 
from its mid-September level 
of A$7.30, Holmes à Court's 
stake is worth on paper some 
AS950 million. He has long 
made known his ultimate goal: 
to gain control of BHP and 
break it into separate steel, oil 
and mineral enterprises. 
Hamish McDonald 


US and Taiwan discuss 

moves 
Taiwan and the US opened 
three days of trade talks in 
Washington on 7 October, 
which were expected to focus 
on market-opening measures 
the US has demanded. Taiwan 
has come under heavy US pres- 
sure for immediate action to re- 
duce its trade surplus, which 
totalled US$9.8 billion in 1984 
and should top US$10 billion 
this year. The Taiwan delega- 
tion is offering a package of 
tariff reductions on some 200 
items — but this is unlikely to 
ease the pressure to continue 
opening its economy to inter- 
national competition. The US 
also wants Taipei to relax re- 
strictions on foreign invest- 

ment in service industries. 
— Carl Goldstein 





=Slockheed-Georgia 


Giving shape to imagination. 


The Lockheed 
Hercules is both a cargo 
plane and a tanker for 
in-flight refueling. 

Its cargo-carrying 


exploits are well known. 


Its 


— 


convertibility to the tanker 
role is a more recent 
innovation. 

Depending on mission 
requirements, Hercules has 
a fuel giveaway capability 
of up to 65,000 Ibs. 
Furthermore, it has the 
unique ability to fly fast 
enough to refuel jet fighters 
and slow enough to refuel 
helicopters. 
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REVIVING LINKS 


The highest Soviet 
official to visit 
Indonesia in 20 
years will arrive 
there in late 
October. While in 
Jakarta, the 
Kremlin hopes 
Vice-Premier 
Yakov Ryabov can 
represent Moscow 
at the signing of an 
aid agreement (still 
under negotiation) for a Soviet- 
backed hospital and medical training 
facility to be built in Medan. Since the 
abortive coup in 1965, officially 
described as communist-led. 
Jakarta's ties with the Eastern bloc 
have been cool. Indonesia turns to à 
consortium of Western aid donors for 
a total of about US$2.5 billion 
annually in development assistance 
and concessionary credits. The Soviet 
Union, which used to be Jakarta's 
biggest donor, has hardly figured in 
the foreign-aid picture recently. The 
undisclosed cost of the Medan 
project will be repaid partly in cash 
on concessionary terms and partly in 
such non-oil export commodities as 
natural rubber, cement and textiles. 


CULTURAL DIFFERENCES 


The stumbling block preventing 
Japan and the Soviet Union from 
concluding a cultural-exchange 
agreement is Japan's request for 
permission to open an information 


THE WEEK 


Burmese went to the polls in one-party 
elections for a new parliament and local gov- 
erning bodies (6 Oct. ). 


CHINA 


Thousands of students staged a protest in 
Xian against Tokyo's policies, witnesses said 
(2 Oct). Chinese and Soviet negotiators re- 
sumed their regular talks on how to nor- 
malise their strained relations, and foreign 
diplomats said there were signs of a more 

itive attitude on both sides (4 Oct.). 

omanian President Nicolae Ceausescu ar- 
rived on an official visit (7 Oct. ). 





Muslims in Calcutta protested against a 
controversial court decision to grant alimony 
to divorced Muslim women (4 Oct.). Two 
policemen were injured in a bomb blast in 
Amritsar, police said (6 Oct. ). About 75 peo- 
ple were injured and 3,000 arrested during a 
one-day strike called by the opposition in the 
state of Kerala, it was reported (7 Oct.). 
India revoked a deportation order against Sri 


centre in Moscow, separate from the 
Japanese Embassy. The Soviet Union 
maintains a press and information 
office in Tokyo as part of its embassy, 
but in a different building and 
different district. Tokyo is insisting 
on reciprocity, and the deadlock is 
likely to spoil the chance of a cultural 
agreement being signed during the 
visit of Soviet Foreign Minister Eduard 
Shevardnadze to Tokyo in December 
or January. Tokyo believes the Soviet 
Union's close monitoring of its 
Moscow embassy inhibits people 
from entering to ask for information. 


BRIDGING THE GAP 


The Vietnam Communist Party is 
considering setting up new 
institutions to bridge the generation 
gap in the leadership. The party is 
planning to create an advisory council 
composed of several senior leaders 
including Pham Van Dong, Truong 
Chinh and Secretary-General Le 
Duan, who would retire from their 
politburo positions during the sixth 
party congress in 1986. Younger 
members from the central committee 
would be promoted to the politburo, 
more than half of which is now 
occupied by septuagenarians. The 
job of secretary-general, however, is 
likely to stay in the hands of a 
"younger" member of the old guard. 
One name being strongly suggested 
inside the party is that of Pham Hung. 
73, currently the minister of interior 


-and fourth-ranking member of the 


politburo. . 


Lankan Tamil leader Anton Balasingham, a 
spokesman for the militant Eelam National 
Liberation Front said (8 Oct. ). 


INDONESIA 

Indonesia and Papua New Guinea signed 
a memorandum of understanding on their 
border, a report from Jakarta said (7 Oct. ). 


JAPAN 

The strongest earthquake in 56 years hit 
Tokyo and surrounding areas and police said 
at least 15 people were injured (4 Oct. ). 


LAOS 

The man who served as the chief UN in- 
terpreter for Laos has been granted political 
asylum in the US, according to a published 
report (4 Oct. ). 


PACIFIC 
Journalists on board a French navy frigate 
off the Pacific nuclear base of Mururoa re- 
ported the first incident between the Green- 
"n protest flotilla and French warships (5 
ct.). 





PUTTING IN A WORD 
US Ambassador to Thailand William | 
Brown, in Washington during Thai 
Prime Minister Prem Tinsulanond's 
recent visit, spoke to US legislators ~ 
and other key personalities involved < 
in the current bilateral textiles 
negotiations and tried to get a better 
deal for Bangkok. Initiated by 
Washington in September. the | 
negotiations were aimed at averting a 
potential embargo on Thai textiles 
imports as a result of quota 
over-shipment in 1984 (REVIEW, 5 
Sept.). An embargo is now seen as — — 
unlikely; but following substantial — - 
expansion in recent years, Thai 
shipments are expected to stabilise or 
row at a marginal pace in the 
oreseeable future. 


GOING DOWN 


A further downward revision of 
Hongkong's rate of gross domestic. 
product growth for 1985 is likely tobe ~ 
made — though not announced — 
before Financial Secretary Sir John 
Bremridge gets down to the 
framework of his 1985-86 budget to — 
be announced in February 1986. | 
Although Bremridge reduced his —— 
1985 forecast to 4-5% from an ip: 
original 7% in September, already —— 
this is looking over-optimistic, and — 
even with a recovery in domestic — | 
exports in the last four months of the - 
year, GDP expansion is now more — 
likely to be only 2-3% . On some 
pessimistic assumptions, it could fall- 
as low as 1%. 
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SINGAPORE : 
Prime Minister Lee Kuan Yew arrived in 
Washington and met US President Reagan 
(7 Oct. ). 1 


SOUTH KOREA J 

Twenty students were sentenced to prison 
terms ranging from two to seven years in con- 
nection with the seizure of the US Informa- 
tion Service library in May (2 Ocr.). South” 
Korea accused the North of seizing 12 South 
ern fishermen in what it said was an attempt 
to disrupt current World Bank/IMF 
ings in Seoul (7 Oct. ). 


SRI LANKA ! 

Thirteen people were killed in clashes be- 
tween militant separatists and security forces ? 
in northern and northeastern Sri Lanka, I 


1 






- 
- 


security officers said (6 Oct. ). 


THAILAND 

Thai police issued a warrant for the arrest 
of a former student leader for allegedly tak- 
ing part in the abortive coup last month (8 
Oct). 
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onstitutional amendments which of- 
say would facilitate the lifting of 
il law before the end of the year. 
16 amendments would give constitu- 
no cover to actions under martial 
^, while at the same time modifying 
ne of the more controversial con- 
utional amendments made by Presi- 


rch (REV IE wW, 
new 


14 Mar.). 
amendments would do 


à military-civilian body « envisaged by 
ia as a supra-legislature ' ‘to act at 
“mes of national emergency.” They 
also would limit the president's dis- 
cretionary power to dissolve parlia- 
ment. Under the amendments, parlia- 
ment ue not be dissolved before the 
expiry of its term unless, after a vote of 
no-confidence against the prime minis- 
er, an alternative candidate for the pre- 
übership is Is not available or ifa situation 





powers a Brod cina governors. 
: a he power. of the president to with- 


EDE as we n as (hase e critics 
ng pro-government MPs, who ob- 
to an earlier constitutional 
dment bill endorsing Zia's March 
dments. The government with- 
he first bill after negotiations with 
entary critics, some of whom 
pounfed: to “eivilianising mar- 





ic ial maintain. Jegitimising mar- 
v and indemnification of mili- 
personnel against post martial- 
prosecution are necessary pre- 
quisites for a return to complete civi- 
n constitutional rule. "A validation 
use was included in every constitu- 
at the end of all previous martial 
vs fin Pakistan]." said Minister for 
stice and Parliamentary Affairs Iqbal 
ed Khan, who is piloting the con- 
tional bill. He added: “It is the only 
> ensure legal continuity and a 
transition from a supra-constitu- 












^d à bill in parliament incorporating 


it Zia-ul Haq under martial law in. 


yv with ilis National Security Council ` 
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ji tution more dsinocratic. E X- 
post facto validation of martial law, they 
said, is the minimum condition for the 
military's: return to the barracks and 
there is no point in threatening generals 
with future prosecution. Veteran par- 
liàmentarian M. Hamza. observed: 


"Previously our constitution had no 


checks and balances but the amend- 


‘ments introduce some. It is true we will 


validate martial law but we will also be 
paving the way for future democracy." 

Independent MPs point out that the 
need for indemnity and validation is 
more important in view of the fact this is 
Pakistan's first martial-law regime to 
suspend rather than abrogate a pre- 


| existing constitution. At the end of mar- 


tial law, the original basic law is to be re- 
stored, albeit in an amended form, 


while on two previous occasions martial 


law was followed by completely new 
constitutions, including = indemnity 
clauses. 


he 1973 constitution is still techni- 

cally in force, but with some of its 
clauses in abeyance including its Article 
Six declaring subversion of the constitu- 
tion high treason punishable by death. 
Although Zia’s martial law was given 
limited cover by a 1977 Supreme Court 
judgment under the “doctrine of neces- 
sity," the Li-party opposition coalition, 


cracy (MRD) disputes — legality of the 
military regimes jo s 

Extremist MRD. ETE boycotted 
elections under martial law and oppose 
parliament, besides demanding the re- 
storation of the 1973 constitution in its 
original form -— including Article Six. 
MPs say the new.constitutional amend- 
ments would forestall legal and political 
complications which. might arise from 





the MRD'sstandc;,. | 





When the constitutional amendment 
bill was originally: presented in the as- 
sembly in the first; week of September, 
several parliamentarians opposed it. In 
the absence of political parties, MPs are 
loosely grouped.-in. arpro-government 
Official Parliamentary Group {OPG) 
and an opposition dadependent Par- 
liamentary Group (IPG). 

Criticism of the bill from within the 
OPG stemmed manly from the absence 





of a cut-off point for — of mar- 
tial-law regulations and orders, imply- 
ing that these could remain in force eyen 








after the amendments became effective 
and the constitution was restored. Some 


OPG stalwarts also..demanded re- 
examination of presidential powers 


which had been considerably enhanced 
by Zia's amendments, which. the draft 
bill sought to endorse. - 
The IPG argued. — e 
tional validation of martial law. Haji 
Saifullah, the IPG's constitutional ex- 
pert, told a press conference: “For the 
last eight years we have: been told mar- 
d law was ; valid be e of the Sup- 
ida- 


Movement for Restoration: of Demo- ] tie 
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i Wliy'should the assembly [parliament] 
be involved in a matter that is primarily 
the concern of the judiciary and martial- 
law authorities? There is no justification 
for trying to make every martial-law 
order a part of the constitution." 

The government initially tried to pla- 
cate the OPG revolt by promising to re- 
vise parts of the constitution in a sepa- 
rate bill, after lifting of martial law. 
Iqbal said: "Let us complete the busi- 
ness of ending martial law first and then 
with parliamentary sovereignty we can 
legislate as we feel." 

Later, however, Junejo announced 
he wanted the constitutional amend- 
ments to be carried by consensus rather 
than majority, and a dialogue was ini- 
tiated with the IPG which proposed 56 
changes. Both groups agreed on several 
alterations in the original bill, which was 
withdrawn to be replaced by the new 
draft. But the IPG refused to accept the 
new draft, demanding that the constitu- 
tion be restored in its original pre-mar- 
tial law form before enacting amend- 
ments to it. 

Opposition members walked out of 
parliament when some provisions of 
rules of procedure were suspended to 
facilitate early passage of the bill. “The 
very fact that we participated in general 
elections despite an opposition boycott 
proves we are moderate and amenable 
to reason," argued Javed Hashmi, MP 
and a former minister who is now an im- 
portant figure in the IPG. “But we are 
not ready to be a rubber-stamp assem- 
bly, and independent members resent 
the government bid to try and bulldoze 
the constitutional amendments," he 
said, representing opposition sentiment. 


a 
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eu Semet members see martial law 
as their adversary rather than the 
Junejo government. “We expected the 
overnment to drive a harder bargain 
with martial-law authorities] and we 
wanted to help them do so,” explained 
Abida Hussain, a woman opposition 
leader who represents a conservative 
Punjab constituency in parliament. “It 
is a shame the treasury benches did not 
bargain more, but we're confident this 
assembly will have other opportunities 
to assert itself and lead the country 
through the interregnum between mar- 
tial law and complete civilian rule." 

Government leaders, however, ac- 
cuse the parliamentary opposition of 
seeking publicity and acting irresponsi- 
bly. Most independents, they say, held 
office during martial law and were 
elected in a military-sponsored election 
so their opposition to the military 
amounts to political posturing. “They 
are out to win the MRD vote,” one 
OPG member remarked. 

Observers say the independents’ 
stand has bridged the gulf between 
politicians inside and outside parlia- 
ment, earning respect for the assembly 
as a whole and providing an alternative 
to the existing polarisation. o 
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Malaysian helicopters; MNLF guerillas: speculation. 
FOREIGN RELATIONS 


Pirate report repressed 


Uneasy neighbours hush up a violent incident 


By Suhaini Aznam in Kota Kinabalu 
A daring, if cruel, raid by 20 armed 
men on the small town of Lahad 
Datu on Sabah's east coast on 23 Sep- 
tember and a subsequent police chase 
and reprisal have suddenly grown com- 
plex in their implications for Malaysian- 
Philippine relations. The possibility of 
Malaysian security forces having en- 
tered Philippine waters was briefly 
raised in Manila but quickly denied in 
Kuala Lumpur. Then the charge was 
quashed by both governments. 

At the same time, there were strong 
indications that the marauders could 
have belonged to the Moro National 
Liberation Front (MNLF) from the 
Philippines, rather than hungry fisher- 
men-turned bandits. Certainly they 
were no ordinary bandits who marched 
into Lahad Datu at 2 p.m., robbed a 
bank and an airline office of more than 
M$200,000 (US$82,200) and then, 
spraying gun fire, escaped to the sea. 
leaving 10 dead, 11 injured and a town 
terror-stricken. 

Dressed in jungle fatigues and armed 
with M16 assault rifles and rocket 
launchers, the 20 or so combatants were 
young, fit and thoroughly familiar with 
their weapons. a witness said. Lahad 
Datu residents remember them as dark- 
skinned, long-haired men who wore red 
bands around their foreheads and below 
their knees with double bandoliers of 
ammunition across their chests. The re- 
sidents said they were Filipinos. 

The raid lasted 45 minutes, the resi- 
dents said — about 20-25 minutes ac- 
cording to police reports. Either way, it 
appeared well planned. After they 
landed at a jetty in two pumpboats, the 
combatants split up into groups of three 
or four each and headed directly for the 
Standard Chartered Bank, 500 m from 
the jetty and just 50 m below a hill on 
which the Lahad Datu police headquar- 





ters stands. Caught off guard, the police 
were pinned indoors under the men's 
rocket fire. The local marine police 
were similarly unable to man their 
boats. 

The raid would have been chalked 
up as yet another, if more sophisticated, 
pirate attack if not for the conflicting re- 
ports which followed after Malaysian 
marine police gave chase in gunboats. 
[he gunboats returned the following 
evening with five bodies and a partially 
damaged pumpboat. 

According to Malavsian police, à sea 
battle took place around Mataking [s 
land, within Malaysian territorial wat- 
ers. A police press statement said thatat 
6 p.m. police came across two 
pumpboats heading for international 
waters. Both boats had fired at the 
police craft. 

But a week after the attack, a news- 
agency report claimed that Philippine 
Marine Brigade Commande: Brigi 
Gen. Arturo Asuncion said that Malay- 
sian forces had attacked and kidnapped 
or killed 53 persons on the island of 
Maldanas, in Tawi-Tawi province in the 
southern Philippines. 


he Malaysian Defence Ministry and 

police promptly denied the report, 
though both countries’ foreign mimis- 
tries took three days before tssumg 
statements. In their separate state 
ments, both governments alluded to un- 
named “third powers” interested in 
breaking up Asean solidarity.” To 
further confuse matters, Asuncion said 
the Maldanas attack took place on 26 
September. Malaysian marine police. 
however, had returned to base on 24 
September. 

Meanwhile, Lahad Datu residents 
raised another issue. Although two ol 
the bodies brought back by police were 
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ere was s some specul: ation that the 
may have shot at or brought back 
Ciena men. Dusk falls — 6 
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* police have declined comment 
nd the initial press statement 
-recounting the Lahad Datu at- 


Aeanwhile. Lahad Datu residents 
e anxious that such attacks do not 
ir. They fear retaliation from the at- 
‘kers, whose informants, they feel, 
e still in town. 

‘A few residents recalled that on the 
ning of the attack, the Suluks — a 
jor ethnic group of the southern 
hilippine islands — were absent from 
he local market. No one paid any atten- 
on then, these residents said. Piracy is 
demic in the area, not merely because 


Guy Sacerdoti in Manila 

b ne week after a Philippine marine 
P general told reporters of a Malay- 
military attack on the southern bor- 
island of Maldanas which allegedly 
d 53 people, it appears that Manila 
'ack-pedalling on its accusations. The 


was never actuallv violated. 

looks as if there was no involve- 
any way of the Malaysian 
‘a military spokesman told the 
Ww. “They | never  trespassed 
pine waters, 
wever, was that the military 
to explain the reason for 
hat four fast Malaysian patrol 
aided by two sage ae gunships, 
acked Maldanas in retaliation for a 23 
eptember raid by an estimated 20 
eavily armed Filipino “pirates” at the 
abah town of Lahad Datu. 

The reports, which came out on 
September, quoted Brig.-Gen. Ar- 














“had visited Maldanas and found 
rned huts and bullet holes in coconut 

s. No mention was made of any 
s having been found among the 
: fring: community, but the possi- 
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"he swash buckles 


Aanila back-tracks on accusations of a Malaysian attack 


‘ernment is now suggesting its terri- 


" he said. What was 


© Asuncion, who is based on the 
hern island of Tawi-Tawi, as saying 






ew afr 'ivals. 
district officer Datuk” Abdul Amit 


Guyah said. Lahad Datu district's popu- 


das an 
"floating © population" | of 


lation only numbers 54,000, but it: 
additional 





29,000 whose movements are hard to | 


keep track of and whose. sources of in- 
come are questionable, | 


[n this atmosphere, Lahad Datu resi- | 
dents have grown sharply critical of the 


security provided them. Lawyer Datuk 


Nasrun Mansor said residents would | 
cartier if | 


have singled out the robbers 
police field-force personnel were not 
habitually seen wearing semi-civillan, 
semi-uniform. clothing and | carrying 
weapons. 9 f (8 o Fe 55 07 


eanwhile, the reveluddtian com- | 
mittee of the MNLF, led by Dimas | 
Pandata: said an MNLF faction led by 


Nur Misuari conducted the raid on 
Lahad Datu. The faction is closely allied 
with the Philippines’ communist New 
People’s Army. The revolutionary com- 
mittee, speaking for two other groups 
allied with it, is angry because such raids 
give 
time when the Sabah government under 


bility of hostage-taking was raised. 

The Philippine Government, while 
encouraging comment in the local press 
praising President Ferdinand Marcos’ 
“cool handling” of the alleged territorial 
infraction, immediately began backing 
off from its accusations against the Ma- 
laysians following Kuala Lumpur’s offi- 
cial denial of the incident on 1 October. 
Initial statements by Philippine air force 
commander Maj.-Gen. Vicente Piccio 
that jet fighters had been sent to the re- 
gion were denied by acting armed forces 
chief of staff Gen. Fidel Ramos, who 
also said it was a "border incident" and 
did not require any military alert. 


FR amos said on 3 October — 


separate reports on the incident had 
been given to Marcos, the Defence 
Ministry and the Foreign Office. The 
contents of the reports have not been re- 
vealed. But on the same day, a Foreign 
Ministry spokesman made an oblique 
public statement that an unidentified 
“third party” may have been involved. 
He reterred to the impending UN de- 


bate on the Cambodia issue and said 


that “there have been attempts t 2 
Benge in Asean. S "He further stated: 





e the entire MNLF a bad name at a | 
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acts, "confident that i i te can get away with 
anything.” since the Malaysian Govern- 
ment had closed an eye to 478 such at- 
tacks between ` donf. | and 1978, the 
spokesman added; | E 

Three arrests ported by Philippine 
forces, naming Salip Jaafar as leader of 
the Lahad Datu raiding party. proved 
that Misuari’s group conducted the raid 
because. said the spokesman. "we 
know Salip is from Misuari's faction." 

The spokesman said the MNLF is 
equally sure that the Malaysian police 
did mount an attack ori Maldanas island, 
quoting three sür s now in hospital 
at Zamboanga, southern Philippines, as 
saying that more than 33 had been killed 
in the police reprisal. E i 

If these accounts are true, Manila’s 







































| willingness to cover du what could have 


otherwise Jed to an ` T 













‘ahad Datu 
raid as an excuse to bear down on the 
MNLE. the spokesman said. 
Filipino-Malaysian. relations have 
been cool ever since Sabah joined Ma- 
lavsia in 1963, amergerconteste ub. the 
Spp which claims Sabah o 
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“Armed groups” chased the “pirates” to- 
wards the Sibutu island group close to 
the Malaysian-Philippine sea boundary, 
where a "gun battle between the two 
groups resulting in death and destruc- 
tion bor property|” occurred. 

The statement said that in both 
Lahad Datu and Maldanas, people were 
killed and that “this is to be regretted.” 
No mention was made of either Malay- 
sia or the Philippines. 

Speculation in Manila began. im- 
mediately that the Vietnamese m 
somehow have been involved, or that | 
the “pirates” were. “members of the 

Moro — National Liberation Front 

(MNLF), à dis qu Muslim 

separatist group, which has been fight- 
ing the Philippine: "Government for the 

past 13 years. Since 1980, the movement 

has had litt | impact on the region; with 

only sporadic: shootings and kidnap- 

pings reported. The MNLF has been 

rife with leadership splits and internal 

political intrigue, however, with the es- 

timated 110,000 Muslim Filipino re- 



















fugees in Sabah. playing a part. The 
Philippines. has often alleged that 
MNLF “training camps" thrive in 


Sabah; an accusation Kual la Lumpur has 
staunchly denied. | 

On 4 October Philippine southern 
command Chief Mar j.-Gen. Delfin i 




























“To blend the separate parts into perfect harmony. 
Antal Dorati and his Rolex have much in common. 


Antal Dorati is Conductor 
Laureate of the Royal Philhar- 
monic Orchestra in London, 
as well as the Detroit Symphony 
Orchestra, and the Stockholm 
Philharmonic. 

Over the years, Dorati has 
gainedan enviable international! 
reputation, holding appoint- 
ments with most of the great 
orchestras: the BBC Symphony, 
the London Symphony, the 
Concertgebouw Orchestra of 
Amsterdam, the Berlin Philhar- 
monic Orchestra and the Cleve- 
land, Chicago and Philadelphia 
Orchestras in the United States. 


Despite his energetic pro- 
eramme of international engage- 
ments, Dorati regards his work 
as composer as important as 
conducting. 

“The art of the composer, as 
that of the conductor, is first of 
all an emotional process, says 
Dorati. “Then comes, in each 
of them, the blending ol the 
separate parts into an insepar- 
able whole and making them 
function together in perfect 
harmony. 

Which is exactly the kind of 
problem Rolex craftsmen under- 
stand well. 


Like all Rolex Ovstei 
meters, Antal I loratis | day 


VA | lie h 


Irom à single piece of meta 


has d D ASC 


takes 162 separate opera 

The Twinlo k wining 
SCICWS dow n on to tin 
providing a totally dust] 
waterproof seal. 

Inside, the precis 
movement fun tions sn 
and reliably. All par! 
into perrect harmony 

Which is why Antal Do 
probably appreci- 
ates his Rolex more 


ROLEX 


than most. 





This October, November and December, First Class passengers on our daily nonstop flights from London to Singapore will enjoy a met 
that includes Terrine de Foie Gras de Canard Fraiche, Salade Boulestin Parfumée Aux Truffes and Magret de Canard Boulestin, prepare 


"i 


ONLY TWO PLACES IN 
THE WORLD SERVE 
MAGRET DE CANARD BOULESTIN. 





rom recipes created exclusively for Singapore Airlines by Boulestin of London. Accompanied, as always, by such pleasant diversioi > 


Jom Perignon, Malossol Caviar and Hennessy X.O., served by our gentle hostesses in their sarong kebayas. SINGAPORE AIRLINES 


BOULESTIN, AND 
ONE OF THE FINEST RESTAURANTS SINGAPORE AIRL! 
IN LONDON. FIRST CLASS 








. of 20,038 kilometres as being one of the outstanding 
addresses in Private Banking. This fact is 
. honoured by the confidence of our customers from 


all over the world. 





Within this area, our investment 
advisers and portfolio managers are 
experts on the subject of lucrative 
investments. 






lank. Leu. Ltd, the oldest Swiss bank, founded in 1755. 

office: Bahnhofstrasse 32, P O. Box, CH-8022 Zurich, telephone (1) 219 1111, telex 812 174, cable bankleu zurich. 
Jew York branch: 375 Park Avenue, Suite 310, New York, N. Y. 10 152, telephone (212) 418-0300, telex (WUT) 666 924. 
Müliaed banks i in Geneva d and d Nassau/ ER » Representative o offices i in n Amman/Jordan. and E Toky ! 
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Those who travel regularly on business 


will value comfort and convenience all the 


way. And with the world's favourite 
airline and the world's favourite charge 
card, that's the package you'll get. 
Only British Airways! SuperClub offer 
seats that provide 2-abreast comfort, all 
the way from the Far East to the UK. 


AMERICAN 
EXPRESS 


The American Express Card. 
Nan’t leave hame without it. 


SEE ae SIDE 


-— — 


This guarantees you an aisle or a window 
seat, so you're never stuck in the middle 
And when you take the Americal 
Express? Card with you, you can reia» 
the knowledge that you have all the 
financial security vou'll ever need fo! 
business trips. 

Don't leave home without It. 


BRITISH — Pa 
Airways CJuper Olub 
The worlds favourite aitline. S 





Five reasons why businessmen in over 


90 countries deal with Lucky-Goldstar 


Lucky-Goldstar is becoming known as 
a name to be trusted in some of today's 
most important fields. Here are some of 


the reasons why more and more people 
are seeking out Lucky-Goldstar. 





Integrated Action: iS 
Superb coordination among member com- 
panies working in a broad range of fields 
enhances Lucky-Goldstar's capabilities. 








Healthy Growth: 

Lucky-Goldstar has grown steadily and im- 
pressively during the 38 years since its 
establishment, even in times of worldwide 
recession. 





Financial Soundness: : m 
No Korean business conglomerate can claim 
greater reliability in its financial dealings 
than Lucky-Goldstar. 

And we can back this up with hard facts. 


Successful Partnerships: 


A dozen of Korea's top joint ventures are 
Lucky-Goldstar companies, and partners 
include such well-known names as Caltex, 
AT&T, Siemens, and Hitachi. 


An Eye tothe Future:  — 
Lucky-Goldstar’s average for investment in 
research is 4.5% of sales and going up all the 
time. In some fields, the figure is already as 
high as 7%. 








To find out more, contact the Overseas 
Planning Dept. of Lucky-Goldstar Interna - 
tional Corp., 537 Namdaemun-ro 5-ga, 
We've got it together Chung-gu, Seoul 100, Korea. CPO Box 1899 


[RBLUCKY-GOLDSTAR 7/2 o 2" 


Business fields of Lucky-Goldstar companies: 





Chemistry O Lucky, Lid. CiLucky Advanced Materials Electrics, Electronics and Communications O Goldstar Ca, Lid. Goldstar Cable (Goldstar Tele-Electric (Goldstar Electric Goldstar 
Instrument & Electric |.) Goldstar Precision Shinyeong Electric Goldstar Semiconductor 1Goldstar-Alps Electronics | 2 Goldstar-Honeywell Energy and Resources | | Honam Oil Refinery) Korea 
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China: The real leap 


The October issue of South magazine carries two exclusive features on the 
People's Republic of China 


| Doing Business in China 


A unique and indispensable 16-page listing of China's leading corporations and 
major joint venture operations with foreign companies 


New Directions for Progress 


A 60-page special economic report reviewing the achievements of China's open-door 
policy and examining what obstacles lie ahead as China, the world's most populous 
socialist state enters the unchartered territory of accelerated economic growth. 





Major articles include: 


"ean examination of the World Bank s still 
confidential country report on China 


* @ why the defence forces are producing 
»" new India | | goods for civilian markets 


e pricing and devaluation — banks and 
bankers under scrutiny 


e why the open-door policy is set to continue 


e the consequences of rapid industrialisation 
on infrastructure 


e the growing need for advanced technology 


e why the developing countries could become 
the most lucrative markets of the future 
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HONGKONG 


The buck stops here 


The government insists it will run Hongkong by itself until 1997 


By Emily Lau in Hongkong 


he Hongkong Government has 
stated categorically that it will not 
consult Peking on how to administer the 
territory during the run-up to 1997, 
when China regains sovereignty. 
Hongkong's Chief Secretary Sir 
David Akers-Jones told the REVIEW: 
"The Chinese Government has made it 
clear it is our responsibility to run Hong- 
kong in the next 12 years. Therefore we 
don t have to consult them." He said po- 
litical reforms would not be a subject 
for discussion in the Sino-British Joint 
Liaison Group — a diplomatic body set 
up to liaise on the implementation of the 
Sino-British joint declaration on the fu- 
ture of Hongkong — though the British 
will listen if the Chinese bring it up. 
The government's clarification of the 
issue came after several weeks of con- 
flicting signals from government offi- 
cials and their Chinese counterparts on 
the pace and shape of political reforms. 
Hongkong held its first indirect elec- 
tions for seats in the Legislative Council 
(Legco) — the territory's advisory law- 
making body — on 26 September, and 
the direction of this and future political 
reforms will be reviewed in 1987. Some 
people are urging that direct elections 
on a one-man, one-vote basis — às op- 
posed to the present electoral college 
and functional constituency systems — 
should be introduced fora certain percent- 
age of Legco seats in 1988 so as to en- 
sure that such a voting scheme will be in- 
corporated in the Basic Law to be prom- 
ulgated in 1990. The Basic Law will 
serve as a constitution for Hongkong 
after 1997, when the territory becomes a 
special administrative region. 
Akers-Jones said a consultative 
document on political developments 
would be published in 1987. The public 
will have an opportunity to comment on 
it, as will Chinese officials. Chinese offi- 
cial comment will give local people an 
opportunity to learn what Peking wants 
in the political sphere, he said, and the 
government will take all this into con- 
sideration before deciding on how to 
roceed with the litical reforms. 
eanwhile, if the Chinese are unhappy 
with the progress of the reforms, they 
will make their feelings known. 
Akers-Jones’ comment is seen as a 
rebuke of his deputy, Alan Scott, who 
spoke at a seminar organised by Hong- 
kong University on 3 October. Scott 
was reported as saying the government 
would consult Peking before taking 
further steps towards representative 
government. The statement caused 
alarm and dismay in some quarters, be- 
cause it could be interpreted as an invi- 





tation to Peking to interfere and con- 
jures up fears of a "lame-duck" govern- 
ment here in the run-up to 1997. 

Some officials were quick to jump to 
Scott's defence, saying he had been mis- 
quoted. But other senior officials also 
have said, privately, that the govern- 
ment would have to consult Peking on 
major political reforms — such as a one- 
man, one-vote system and direct elec- 
tions to Legco. Scott also told the semi- 
nar that the development of democracy 
in Hongkong in the form of a directly 
representative government was partly 
constrained in the past by “the clearly 
indicated position of the People's Re- 
public of China that the administration 
of Hongkong should not develop in the 
conventional democratic sense.” 

Prior to Scott's revelations, some 
people in Hongkong were concerned 
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Xinhua director Xu Jiatun and 


over a speech in London on 30 Sep- 
tember by Peter Williams, Hongkong's 
secretary for general duties (1997). Ad- 
dressing the Royal Institute of Interna- 
tional Affairs, Williams said: “The early 
1990s will almost certainly see a new 
period of uncertainty [in Hongkong], 
and we shall have to have well thought 
out and firm plans for the changes which 
will then need to be introduced.” 


xplaining himself on his return to the 

territory, Williams said as Hong- 
kong moves towards the 1990s, the pace 
of change and adjustment will obviously 

uicken: “I think human beings, when 
they react to sudden change, experience 
apprehension.” 

Wittingly or unwittingly, Williams’ 
remark pin-pointed Chinese officials’ 
deepest concern. Speaking to jour- 
nalists at a briefing here, a senior 
Chinese official outlined four kinds of 
changes he envisaged in coming years. 





Hongkong Governor Youde at 1 


First, he said, is change that may come 
about due to contending political 
forces. Secondly, a possible change in 
British policy. towards Hongkong 
should there be a change of government 
in London. 

Thirdly, there is the possibility of 
change due to Taiwan y 2 tre aria influ- 
ence in Hongkong and Britain’s policy 
in dealing with it: will the Kuomintang 
stay on here and cooperate or will they 
try to be destructive, the official asked? 
Last, but not least, the Chinese are wor- 
ried about the impact of trade protec- 
tionism, particularly in the US, on 
Hongkong’s economy, the official said. 

e official reiterated Peking’s ob- 
jection to the concept of the Hongkong 
Government "returning the administra- 
tion to the peras — à phrase which 
government officials here recently de- 
clined to use. He said such an idea is not 
in accordance with the Sino-British 
joint declaration, which says Britain will 
return the administration of — as well as 
sovereignty over — Hongkong to China 
in 1997. 

Sovereignty and administration are 
inseparable, in Peking's view, and it is 
up to China to give Hongkong people “a 
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high degree of autonomy," as promised 
in the joint declaration. In short, the 
idea of "returning the administration to 
the people" is a retrograde step from the 
joint declaration, the official said. 

A senior Hongkong Government of- 
ficial said the Chinese are probably 
upset by the Hongkong Government's 
claim to set up a form of government 
which is “firmly rooted in Hongkong.” 
He said the expression was chosen as 
something opposed to a government 
rooted in Britain, and it was not in- 
tended to imply that Hongkong will 

row into a separate entity within 
‘hina. 

Peking's unease that Hongkong may 
develop into a separate political entity is 
seen in their quietly dropping the slogan 
Gangren Zhigang, or Hongkong run by 
Hongkong people, an expression widely 
used last year to lure Hongkong com- 
patriots to the motherland's embrace. 

University student groups which 
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have visited Peking recently have also 
detected a change in atmosphere, com- 
pared with the warm reception they got 
in 1984 prior to the initialling of the joint 
declaration. Then, Chinese officials 
spoke enthusiastically about democracy 
and freedom for Hongkong. Now, stu- 
dents say, they only talk about preserv- 
ing the status quo. 


M rune Sum, vice-chairman of a Hong- 
kong political organisation, Meet- 
ing Point — the first such group to sup- 
port China resuming sovereignty in 
1997 — said the Chinese are obviously 
suspicious of British intentions. Will the 
British Government institute a political 
system which will make it difficult for 
Hongkong to rejoin China in 12 years' 
time? If Britain decides to build up an 
infrastructure in Hongkong which will 
be linked to Britain after 1997, how will 
China view this? Yeung asked. 

In order to allay Peking's fears and 
suspicion, Yeung said information on 
political. reforms and other matters 
should be made available to Peking dur- 
ing the transition period. He said 
dialogue should be established to clarify 
any doubts Peking may have. But in the 





final analysis, the Hongkong Govern- 
ment should be free to act on its own. 

Ideally, Yeung said, Meeting Point's 
more than 300 members would like to 
see a Western-style democracy intro- 
duced in Hongkong. But the group is 
practical enough to realise that this may 
not be possible, due to constraints such 
as a lack of political culture here, the li- 
mited amount of time available to estab- 
lish Western political institutions and 
objections from Peking. 

Meeting Point's zest to participate in 
political reform is not shared by many 
people in the business community or in 
the news media. The editor of the in- 
fluential Chinese daily Hongkong Eco- 
nomic Journal, Lam Shan-muk, has re- 
peatedly warned people in Hongkong to 
play down politics and concentrate on 
economic development, which is Hong- 
kong's raison d'etre. He even warned 
that demands for direct elections may 
invite Peking's interference. ü 
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During 1984 Credit owes and Credit 
J x- Suisse First Boston managed and co-managed 
eee eee worldwide debt issues aggregating an 
ee eee equivalent of almost US S 60'000'000'000 


For Investment 


Banking-Credit Suisse. 


Since its establishment in 1856, 
Credit Suisse has assisted domestic 
and international corporations, 
governments and supra-national 
organizations in successfully floating 
debt and equity issues. Issuers 
throughout the world have come to 
rely on the long-standing experience 
and placing power of Credit Suisse 
for their capital market financing and 
investment needs. And for good 
reasons. 125 years in investment 
banking and its close partnership with 
Credit Suisse First Boston have 
made Credit Suisse one of the leading 
issuing and distributing financial insti- 
tutions in the world. 

Moreover, underwriting specia- 
lists are involved in the latest issuing 
and syndication techniques, are 





working around the C lock i in an inter- 
national network to meet clients' 
needs and are dealing with clients in 
their own language. 

As borrowers become in 
creasingly aggressive in tapping inter 
national capital markets, they are 


relying on the expertise of Credit 


Suisse and its partners for investment 
and commercial banking needs 
How about vou? 





Credit Suisse. Incredibly Swiss. 
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Moscow gestures to Tokyo but relations remain cool 


- By Bruce Roscoe in Tokyo 


66 Ne skin for the old ceremony” is 
how one Western diplomat de- 
scribed the Soviet Union’s courtship 


of Tokyo, which has led up to an 
- announcement 


that Soviet Foreign 
Minister Eduard Shevardnadze would 
visit Japan in December or January 


New, because the peace offensive of 


= Soviet leader Mikhail Gorbachov and 


his propensity for pleasant diplomacy 
now has been extended to Japan from 


West European nations. Also, Soviet 


officials have begun to be nice, untypi- 
cally serving up Russian tea and 
sandwiches at a meeting between 
Shevardnadze and Japanese Foreign 
Minister Shintaro Abe in New York on 
25 September, when the impending visit 
was announced. 

Old, because beneath the veneer of 
congeniality and an apparent willing- 
ness to improve a flimsy bilateral re- 
lationship, there was no hint that the 
Soviet Union was any closer to ac- 
knowledging Japan's territorial griev- 
ance over the Soviet occupation of 
the four islands of Kunashiri, Etorofu, 
Shikotan and the Habomai group, which 
lie just off the northeastern tip of Ja- 

an’s northernmost main island of Hok- 
aido. 

Without such progress, Japanese of- 
ficials say in essence, they have nothing 
to discuss. But they appreciate that the 
Soviet gesture may present a chance to 
resume talks which, in turn, could lead 
to negotiations of the territorial issue. 


"That would represent one step towards 


a long-postponed World War II peace 
treaty between the two countries, the 


: Officials say. 


Shevardnadze's visit will break a 


"| nine-year suspension of foreign minis- 
ter-level contact. The last such visit was 


1 


in 1976 by then foreign minister Andrei 


Gromyko, which former Japanese 


"foreign minister Sunao Sonoda re- 
turned two years later. 


Three events served to sour Tokyo- 
oint where 


to the other, though Japan maintained 


its door was open for dialogue. First, 
- Japan let the US dismantle and examine 
a MiG25 warplane landed in Hokkaido 
My a Soviet defector in 1976. Then. 
_ Tokyo signed a peace and friendship 


treaty with China in 1978. At Peking's 


_ insistence the treaty contained an anti- 
- hegemony clause, which Moscow inter- 
| p as an anti-Soviet device. Lastly, 


apan imposed economic sanctions 
against the Soviet Union to protest its 
1979 invasion of Afghanistan. 





While Japanese Prime Minister 
Yasuhiro Nakasone “heartily wel- 
comed” Shevardnadze’s decision to visit 
Japan, Foreign Ministry officials soon 
hid their excitement and expressed the 
view that Moscow had merely decided 
to do what it should have been doing all 
along. If official Soviet statements on 
Japan’s global importance were sincere, 
officials asked, why did the Soviet 
foreign minister not come to Tokyo ear- 
lier? 

Gromyko earlier this year had con- 
templated visiting, but preconditions 
were set, though not formally. 
Gromyko had wanted Japan to promise 
that there would be no disturbances 
such as anti-Soviet demonstrations 
while he was in Tokyo, that Japan 
would not raise the territorial issue and 

AP 


would guarantee a successful conclusion 
of the visit. 


N? preconditions are known to have 
been set in order to entice Shevard- 
nadze to come. Although Japan has re- 
peatedly requested the visit, diplomatic 
sources contend Moscow's positiveness 
towards resuming high-level talks stems 
largely from a desire to rekindle Japan- 
ese business interest in the Soviet Union 
— while playing down the issue of the 
islands. 

Moscow is expected to announce 
a five-year economic plan next year 
and, Japanese officials say, may be 
seeking capital and technology from 
Japan for the development of Siberian 
energy-resource projects. This at least 
was the message brought back from 
Moscow in September by Japan Social- 


ist Party chairman Masashi Ishibashi, 


who said Gorbachov had stressed the 
need for stepped-up economic coopera- 
tion. 

The Soviet Union is also seen to be 
anxious to warn of the perils it perceives 
lie in store for Japan should Tokyo 
cooperate in the US Strategic Defence 
Initiative prográmme, or "Star Wars." 
"The traditional objective of Soviet po- 
licy towards Japan is to separate us from 
the US and weaken the Japan-US al- 
liance," one Foreign Ministry official 
said. 

To an extent the visit will be a set- 
piece. Two agreements — on double 
taxation and an extension of the tax and 
payments pact — are waiting to be 
signed. A cultural-exchange agreement 
is now in the drafting stage, but Moscow 
and Tokyo seem too far apart on basic 
issues for the agreement to be com- 
pleted by thé time Shevardnadze ar- 
rives. 

Some details on cultural exchanges 
were hammered out when Soviet Cul- 
tural Minister Petr Demichev visited 
Tokyo in September. But Japanese offi- 
cials say the Soviet proposal still does 


not allow Japan anywhere near recip- 
rocal access in the Soviet Union for the 
information and cultural events it 
wishes to provide. One Japanese official 
said he was "very pessimistic" on the 
chances of agreement being reached be- 
fore Shevardnadze comes. 

The talks are also unlikely to pro- 
duce results on the Soviet initiative for 
what it calls an “all-Asia security plan." 
Originally proposed by the late Soviet 
leader Leonid Brezhnev at the World 
Communist Party Congress of 1969, 
Tokyo sees Gorbachov's redressing of 
the plan in the same dim light as it 
viewed the original scheme — a means 
to isolate China from the rest of Asia 
and reduce the US presence in the re- 
gion while expanding Soviet influence. 
Moreover, Tokyo fears an underlying 
intention of the security plan is to 
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freeze indefinitely the northern islands 


issue. 

Moscow has already proposed a 
treaty which would oblige Tokyo to ele- 
vate its three non-nuclear principles to 
the status of international agreement — 
the principles are at present only state- 
ments of national policy — in return for 
a pledge from Moscow never to use nu- 
clear weapons against Japan, What is 

articularly distasteful to Tokyo is the 
implicit assumption that. Moscow re- 
serves the right to launch a pre-emptive 
strike against Japan, which Tokyo re- 
gards as a particularly clumsy attempt at 
nuclear blackmail. 


Av h there has been a steady 
buildup of diplomatic exchanges 
between Moscow and Tokyo this year, 
these are unlikely to be climaxed b 
any startling results from the Shevard- 
nadze visit. Tokyo is preparing to use 
the visit to highlight the territorial ques- 
tion and that is bound to produce a stale- 
mate. 

Soviet troops occupied the Kurile Is- 
lands as well as the four disputed islands 
to the south of the Kuriles, in Sep- 
tember 1945, in the last days of the war. 
Japan had renounced its rights to the 
Kuriles in accordance with the terms of 
the San Francisco Peace Treaty of 1951, 
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Far Eastem Economic Review 
7th Floor, Centre Point 
181-185 Gloucester Road 
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but steadfastly maintained that 
Habomai, Shikotan, Kunashiri and 
Etorofu did not belong to the Kurile 
chain, a position supported by the US. 
Tokyo believed the wording of a 
joint communique, issued at the time of 
former prime minister Kakuei Tanaka's 
visit to Moscow in 1973, amounted to 
an admission by Moscow that the is- 
lands were an example of “unresolved 
problems” whose resolution was need- 
ed for the conclusion of a peace treaty. 
Moscow later labelled Japan's posi- 





Director and 










The 
















we Eo NUM A RÀ E . -— 
tion “baseless and unwarrant-. 


Tokyo's basic policy to- 
wards Moscow thus remains 
unchanged. It is first to wim 
anew an aknowledgment that 
a territorial problem does 
exist. Only from that basis is 
Tokyo prepared to enter inte 
negotiations for a peace 
treaty to replace the Japan- 
Soviet Joint Declaration of 


hostilities between both pow- 


pan's position viewed from 
the long term is not as un- 
realistic as it might appear, 


offer the Soviet Union on the economie 
front while all Moscow can offer Tokyo 
— apart from rights to catch some sak 


mon. sardines and crabs — are the is- 


lands. 

But if anything, Moscow 's position 
on the islands has hardened. As 
Anatolii Gromyko, the eldest son of 
Andrei Gromyko, told the Japan Na- 
tional Press Club in September: "Inside 
Soviet territory, there is only Soviet ter- 
ritory. There is no other kind of terri 
tory." 





1958, which formally ended - 


ers. Some Western diplomats — 
in Tokyo maintain that Jas — 


given that Japan has much to — 











ASIAN INSTITUTE OF TECHNOLOGY 
Asian Disaster Preparedness Center. 


The Asian Disaster Preparedness Center of the Asian Institute of Tech- 
nology (AIT) invites nominations and applications for the positions of 
Coordinator. The new center at AIT, a post- T 
graduate institution located in Bangkok, aims to assis! Asian developing f” 
countries in the development of their disaster management systems 
and other disaster prevention and preparedness programs, throug | 
training and information dissemination programs. B 


Coordinator will help develop a regional training facility, 
including disaster related seminars and short course. He is expected to 
develop and demonstrate the applications of appropriate modem tech- 
nology to disaster management in Asia. 


Proven capability in management skills, experiences in development 
planning and its implementation, a knowledge of Asia, and academic 
leadership are desirable assets. Professional experience in an aspect 
of disaster preparedness related to other academic teaching inthe Insti- f” 
tute or working experience with an international development and relief 
agency would be an advantage. " 
The initial appointment for either position carries a term of two years. 
AIT offers an attractive salary commensurate to the candidate's qualifi- — 
cations plus fringe benefits and tax-free privileges. 


Nominations or applications with relevant documents should reach the 
following address before October 31, 1985: 


$ 


Academic Secretary 


Asian Institute of Technology 


GPO Box 2754 
Bangkok 10501, Thailand 
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W Peking to exchange visits by their 


| foreign ministers — the first since 1960 
| ad — broadens the process of Sino-Soviet 
| reconciliation, even though neither side 
| . IS expected to make major concessions 


_ on Afghanistan or Cambodia. No dates 
have been set but the first visit is expect- 
ed in the first half of 1986. 
To underline the intractability of the 
- security issues separating them, officials 
| in both Peking and Moscow hold out lit- 
tle hope for progress in the seventh 
round of Sino-Soviet talks which 
‘opened in Peking on 4 October. 
Nonetheless, the announcement of a 
fo eign ministerial exchange visit — 
Which followed the meeting between 
soviet Foreign Minister Eduard 
Shevardnadze and his Chinese counter- 
| part Wu Xuegian at the UN late in Sep- 
| tember — comes at a moment when 
_ both sides have an interest in upgrading 
their talks on international issues. 
— . Moscow no doubt hopes to preserve 
the momentum of Soviet leader Mikhail 
— Gorbachov's successful visit to France 
with initiatives in the Far East. Similar 
. to its approach in Western Europe, 
Moscow's purpose in  despatching 
Shevardnadze to Tokyo and Peking has 
- more to do with dividing the US from its 
allies than with the unveiling of radical 
. departures from Moscow's policies to- 
- wards its eastern neighbours. 
| Gorbachov has proven a formidable 
- personality and an energetic tactician. 
— Butin his first seven months in office he 
| has done less to originate new strategies 
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- Shevardnadze's main objective in both 
Asian capitals will be to gain support for 
the All-Asia Forum, a 16-year-old pro- 
which the Soviets now see as all 
‘the more timely to check the entente 
among the US, Japan and China. 
_ For its part, Peking wants primarily 
to explore the prospects of a mutual ac- 
commodation along the lines strongly 
| hinted at by the Chinese leadership 
-| Since the beginning of the year: China is 
| prepared to accept the Soviet Union as a 
| legitimate power in Asia in return for 
| Gorbachov relaxing Brezhnev's anti- 
| China encirclement policies. 
| _ In this context China will press for a 
_ Clear statement of Soviet intentions be- 
| hind both the recent upgrading of its re- 
| lations with North Korea and the con- 
| tinuing deployment of SS20 inter- 
- mediate-range nuclear missiles in 
- Siberia, which many Western defence 
} analysts believe can only be usefully 
M pues against China. 
i ut the motive for inviting 
E Shevardnadze to Peking lies in Chinese 
P, uM 
p" 2 
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| Avoiding the obstacles 


f . Peking tries to sidestep its differences with Moscow 


- than he has to revitalise Brezhnev-era | 
| Bprticies in both Europe and Asia. ` 


leader Deng Xiaoping's broader mod- 
ernisation strategy. China has declared 
its need for peaceful borders to concen- 
trate resources on national develop- 
ment. By raising the level of its Foreign 
Ministry contacts, China hopes to shift 
the talks from the “obstacles” first 
raised by Deng in 1979 to prevent the 
normalisation of Sino-Soviet relations, 
to practical negotiations aimed at ten- 
sion reduction. Further, Peking would 
like to gain Soviet acceptance of China's 
rise as a modern power. The three obs- 
tacles are the Soviet invasion of Af- 
ghanistan, Moscow's support for Viet- 
nam's occupation of Cambodia and the 
concentration of troops on their com- 
mon frontier. 

Many of Peking's objectives may be 
accomplished, diplomats believe, with- 





out concrete resolution of the three obs- 
tacles, which Chinese officials doubt is 
imminent. But Deng has so closely tied 
reconciliation with Moscow to the dis- 
mantling of the ‘ene power base of 
the People's Liberation Army in his 
domestic-reform programme, that he 
now requires some gesture from Gor- 
bachov on Cambodia or Afghanistan if 
only to preserve the credibility of Pe- 
king’s detente posture. 


T? make it easier for Gorbachov to 
break with the past, Deng, over the 
past six months, has orchestrated a na- 
tional mood of Soviet-era nostalgia 
which has all but demolished the Maoist 
legacy of confrontation with Moscow. 
China has declared the Soviet Union's 
“socialist” character, acknowledged a 
historical debt to the Red Army for its 
defeat of the Japanese, unilaterally 
moved to reduce border tensions, and 
welcomed Soviet advisers back to 
Chinese soil for the first time since the 
early 1960s. “The message to Moscow 


| seems to be: "We'll 
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: give up Mao, if you 
give up Brezhnev’,” one diplomat said. 

But the question is whether China 
has gone too far to create a climate 
favourable to negotiations and weaken- 
ed its own bargaining position in the 
pea. Chinese officials complain that 

oscow has yet to respond in any mean- 
ingful sense; Peking had believed there 
were various possibilities to improve 
Sino-Soviet relations when Gorbachov 
first came to power, Deng told visiting 
West German politician Franz-Josef 
Strauss on 4 October. “Six months later 
there has been no sign of improve- 
ment,” the Chinese leader said. 

China’s conciliatory attitude runs the 
danger of being read in Moscow as ap- 
peasement, reducing the incentive for 
the Soviets to reciprocate. Peking's dip- 
lomatic calendar for the coming months 
is replete with visits by high-ranking 
Soviet officials; and the fact that these 
are going ahead despite the continuing 
deadlock on Afghanistan and Cam- 
bodia is one indication of how far China 
has moved in Moscow's direction. 

Some observers believe that Deng's 
efforts to relax tensions with the Soviet 
Union has led him ironically to accept 
Brezhnev's agenda for Sino-Soviet nor- 
malisation. In 1979 Brezhnev proposed 
a three-point programme for bilateral 
normalisation — increased trade and 
technological exchanges, an agreement 
to desist from hostile propaganda at- 
tacks and regular consultations gradu- 
ally upgrading their political level — 
setting "third-country" issues aside. Al- 
though China flatly rejected the propo- 
sal in 1979, diplomats point out that Pe- 
king has fulfilled most of these points in 
1985. 

The three five-year aid and trade ac- 
cords signed during the exchange of 
visits between Soviet First Deputy Pre- 
mier Ivan Arkhipov and his Chinese 
counterpart Yao Yilin may well be 
viewed in Moscow as confirming the 
long-term efficacy of pressuring Peking. 
"The meaning of these agreements is 
that Peking is committed to improving 
relations with Moscow over the medium 
term, whatever the Soviets do militarily 
on China's borders," a defence analyst 
commented. “It will only encourage the 
Soviets to see the wisdom of Brezhnev's 
policies." 

Nonetheless, the promise of ideolog- 
ical harmony, endorsement of the 
Soviet military presence in Cam Ranh 
Bay, Vietnam, and agreement to 
legitimise the Soviet Pacific Fleet as part 
of Moscow's global posture — carrots 
which Deng has extended to Gorbachov 
— amount to enormous incentives to 
the new Soviet leadership. In return 
China will press hard for some conces- 
sion, probably on Cambodia. “The 
seven rounds [of Sino-Soviet talks] were 
just the dress rehearsal,” one observer 
commented. “The hard negotiations 
will begin when Shevardnadze and Wu 
sit down together.” o 
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Detail from the painting "New Snow in the Engadine” (private collection) by the Swiss painter Ferdinand Hodler (1855-1918) 

It's nice that Ferdinand Hodler's work of art is also a work of art in reality. And in fact a ver) pleasant 
one to live in. Because over the years hospitality and diligence have made the winter Alps into a holiday 
paradise in which you get pampered like nobody's (not even the artist's) business. And you don't need to 
be an artist to find out about a large number of reasonably priced arrangements in this glittering white 
fairyland. Just ask Swissair or your travel agent for our brochure “Switzerland and the Alpine World 


Winter 1985/86”. swissair 


lhe future holds 











In the mid 1970s we believed tomorrow would bring a new 
and expanding era in civil aviation. 

It would require a new breed of ultra quiet, fuel efficient 
airliners capable of operating highly competitive ‘local’ services in 
an age of deregulation. 

So we developed the 146, the world's quietest jet airliner, 
and one which can profitably bring jet services to routes where no 
jet has flown before. 

Fleets of 146s are now serving successfully in North America 
and in Europe, proving our point and opening the doors to new 
markets in Australia, China and the Far East. 

The 146 is not alone: it's one of a family of civil aircraft 
which, together with military aircraft, spacecraft and guided 
weapons systems, form part of a range of aerospace products 
unmatched by any other company in the world. 

Giving British Aerospace the skills and experience to meet 
the demands of tomorrow. 

Forthe airline planners those demands are met today. 
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Scania. The name that stands out. 


Within the Scania range there is a truck tailored kind of expertise that has made a Scania what 


precisely to all needs within medium-heavy it is today. Rugged, reliable, fuel-efficient, 
and heavy transport. A truck researched, strong, safe. Remember, when it comes to total 
designed, developed and built to the most economy, one name stands out. Scania. 


exacting standards created by man, com- 
puters and advanced technology. It is this 
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SCANIA IMPORTERS Korea Singapore Taiwan 
Saab-Scania Liaison Office Scantruck Engineering Pte Ltd Forefront International Ltd 

Hongkong Room 308. Daekwang Bldg 26 Tuas Avenue 8 8th Fl. Formosa Plastics Bldg 
Swedish Motors Ltd 7 —15, Nonhyun-Dong Singapore 2263 201 Tung Hwa N Road 
19 Wong Chuk Hang Road Kangnam-Ku, Seoul Taipei 
Aberdeen : : 

n Malaysia Saab Scania Scania Division Australia 
Indonesia Scandinavian Motors Sdn Bhd South East Asia Regional Office Saab-Scania Australia Pty Ltd 
PT Harapan Mandiri Utama No. 5Lorong SS 13/3C 354 Orchard Road, 08-03 Shaw House 34 Glenbarry Road 
Jalan Pangeran Jayakarta No. 32D—E Subang Industrial Estate singapore 0923 Campbellfield. Vic. 3061 


Jakarta Pusat Subang Jaya, Selangor 





ew Zealand 
‘andinavian Motors Ltd 
O. Box 6240 

Jckland 


Write to your local importer or mail this coupon to 
Saab-Scania, Scania Division 
S-151 87 Sódertálje, Sweden 


Please send further information about the Scania 
range of commercial vehicles to: 


Name: . 


Address: . 
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All the signs lead to Scania 


Saab-Scania, Scania D 
Södertälje, Swede! 
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WELCOME TO SHERATON HOTELS IN ASIA. 
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COME TO SHERATON 

For business. For pleasure. For fun 
The Crystal Room Casino. The 
international Kayagum Dinner 
Theater. A complete convention 
center. Tennis. Swimming. Jogging 
through 139 landscaped acres 

A unique resort just 20 minutes from 
Seoul. Rates from U.S. $68 to $88 
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© 
Sheraton Walker Hill Hotel 
SHERATON HOTELS, INNS & RESORTS WORLDWIDE 

Ihe hospitality people of I 
FOR RESERVATIONS CALL YOUR 
TRAVEL PLANNER OR SHERATON IN YOUR AREA. 
MANILA 50-60-44 HONG KONG 5/299-203 


TAIPE! 324-5544 SINGAPORE 532-6444 
BANGKOK 233-5160 MALAYSIA 437-522 
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Our cabin attendants make 
a point of staying up late. 


| 
fight is sleep 
t HC Can SICCD, Or even wants to 
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THIS I8 TO CERTIFY that the above Award was 
made after analysis and blind tasting in full International 
Competition and in accordance with the IWSC Index 
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CAMUS XO 
XO at its best 














e IMITATION is the sincerest — 
of flattery, they say, and the REVIEW 
is regularly flattered by various publi- 
cations | Xarticularly here in Hongkong 
and in Taiwan which often “lift” arti- 
cles, usually without acknowledgment 
 andalways without permission. Reports 
| by REVIEW's Peking correspondent 
. |. Mary Lee, writer David Bonavia, Hong- 

"kong correspondent Emily Lau and 










hose most tonen pirated. 


September, 


Chiang 


the Kuomintang 
and the i increasing role being played by 


featured on the 
cover. 


Taiwan's opposi- 
tion publications, 
moved fast, and 
produced this 
cover for their 
edition of 31 Au- 
- m: = gust. 

€ TAIWAN remains understandably 
unmoved by Peking's blandishments 
aimed at reunification. But miracles can 
happen. Two foreigners in China, Amy 
Klatzkin and Terry Fry, spotted the 
masthead of the 10 September China 
Daily advertising a special supplement, 





can achieve a merger like this, Taiwan 
should be a snap. 


Taipei. correspondent Carl Goldstein, 


Inthe REVIEW 

which appeared. 
on 29 August, 
cover dated 5 

ran a feature by. 
Goldstein on the - 
post-President. 
Ching- 
kuo leadership of- 





the tangwai, Taiwan's unofficial opposi- 
: tion — issues we: 


The editors: of 
The Eighties, one 
of the liveliest of 















but moving them to comment: “If China . 





In fact the China Daily i isa — 


bright and professionally produced 


newspaper, demonstrating that at least 
some of the expertise of the foreign 
pressmen working with it has been ab- 


sorbed. T. C. Proper sends an illustra- 


tion from the pages of another Peking 
publication, China Tourism, proving 
that the China Tractional Horsepower 
Motor Corporation should have con- 


sulted a foreign expert before putting up 
its English name on the facade of its 


building: 


€ EVEN less professional is China's 
airline, CAAC. On a flight from Kun- 
ming to Simao recently, Wolfgang Lux 
was handed a box of dried fruits remark- 
able for the number of misprints it man- 
aged to crowd in: 





. hin Box Conpains 
 Bried Tropical Fruit 


WELCOME TO TRAVEL BY CAAC 


Sencorely Packed and Easily Accessible Wiph 
the Minimum of Fuss, Designed,sor Your Comfort. 














tion and coop rati 







































Sept. )to the late Ne 
NBC correspondent who was 
ing the recent abortive cc 
land, and his fellow sound t 
Bill Latch, I commented that t 
been “possibly deliberately 
down by a rebel tank crew.” ^ 
widely believed at the tim 
Gary Burns, the Visnews c 
stated that machinegun bulk 
whipped around him as he. 
Davis's body away and the 
dead correspondents camere 
kept rolling shows a cannon she 
a tree after passing over Burr 
 ltisonly fair to record that y 
tem examinations conducted E 
Thai police forensic expert, Col: 
Koompai. now indicate that the 
were not deliberate but the r 
wild shooting by the rebels, m 
aimed at the gates of the rad 
tion near which the pressmen 
sheltering. The pathologist told 
REVIEW's John McBeth that 
wounds were clearly not caused by 
rect shots — which would have 1 
cated deliberate aiming 
ricochets and shrapnel. 
€ TRAGEDY contains seeds of. h 
farce. On the morning of the doom: 
coup, Bangkok's Asia Hotel thou; 
fully distributed the following circuli 
To All Our Dear Guests, 
Please be informed that a light go 
ernment revolution is going on thi 
morning. The public is then. requ 
to keep calm and of possible stay ou 
seri areas until situation is back to 
m 
There is nothing to panic.. Please t 
be aware of the situation in cas 
have to be out of the hotel. 
- Thanking you for you 





9 September, 1985. 

I wonder what the aver: 
made of the phrase, "a light eo 
revolution ur 


Gang attack 


Teenagers imprisoned for 
lassoing teacher. 







— Page 3 
Teachers' Day 


agoni their work. _ 
— Page 4 





On the previous day, 9 September: 
Maria Sudihun had noted an enlighten- 
ing juxtaposition in the China Daily S 
contents list: 





What do teachers think 


e MORE laughter through the tears — Bangkok. A couple of rea ae he à 
me packets which contained Aringato Prawn Crackers, named after the Jar 
for "thank you" and manufactured by Thailand's Laem Thong Industries. A 
on the pon reads: 


















ARINGATO PRAWN CRACKERS 
Productivity the advanced manufucturing and expert, which and applied - 
together. Now, becomes ARINGATO Prawn Crackers goods Universal. The 
ever Haver-ott the foriegn often which see into store a — 





















And among the saeia listed is: “Prawn Occ é 
One of the readers was Martin Fryer, the ¢ i 
with 20% prawn ocean, she will not suffer fro 
water she is now —— to. ues adds: “E 








ney even in the bac 
women's prison, ha 
mention of my apprec 
ore bearable.” 
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. Judging from comments by Thai offi- | 
cials accompanying Prem on his US visit. 
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| Arms on demand 


Ji 
d . By John McBeth in Bangkok 

; ~@hortly after the first Vietnamese 
‘#7 incursion of Thailand in 1980, then 
resident Jimmy Carter used his 
| special powers to launch a much-publi- 
| cised emergency airlift of military 
| hardware from the US mainland to 
| Thailand. Over a four-day period, eight 
- €MI Starlifter air force transports flew 
| in urgently needed artillery, recoilless 
| rifles, anti-tank missiles and half-a-mil- 
—| lion rounds of heavy machinegun am- 
| munition. It was the fastest American 
| response to a crisis in the region since 
—] the Vietnam War. 

— Five years later — with the Vietnam- 
| ese in probably a more threatening pos- 
ture along the Cambodian border than 
— ever before — Prime Minister Prem 
| Tinsulanond and US Secretary of De- 
| fence Caspar Weinberger have signed a 
memorandum of understanding on 
| logistics, which formalises US guaran- 
- tees of prompt assistance in times of in- 
| ternational tension and sets out new di- 
_ rections for military cooperation. “The 
agreement contains general guiding 
rinciples and codifies things we have 
- been doing in practice," said one US of- 
} ficial. “What it creates is really an obli- 
| gation.” 

—— The memorandum first began to 
f take shape during visits to Thailand 
| earl in the year by Assistant Secretary 
{ of Defence Richard Armitage, Assist- 
| ant Secretary of State Paul Wolfowitz 
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By Rodney Tasker in Bangkok 


s Thailand and Singapore dig 
PA deep into their defence budgets 
| to pay for modern US-made F16 

EN vombels: they may not be 
| fully aware that a cheaper model of 
| the aircraft, with advanced capabilities, 
| is now on the market. If they were al- 
- lowed to buy the new version, it would 
— not only save millions of dollars bur add 
| far more punch to their defence sys- 
^] tems. 

F The latest model in the F16 range, 
-| made by General Dynamics, is the 
| F16C. Although it is a top-line warplane 
| of a kind that the US Government al- 
i 


à 


lows for export ọnly on a very selective 
basis, it is already being supplied to Cer- 
| tain allies, inluding South Korea, Tur- 
| key, Egypt and Israel. Thailand and 
| Singapore had to wait a long time while 
Washington agonised over whether 


UU aem 


| More jet for less 


.| Thailand plugs into the US logistics system 


and Deputy Assistant Secretary of De- 
fence James Kelly. The draft was pre- 
sented to the Thai Government in July 
but was touched on only briefly during 
talks with Secretary of State George 
Shultz, because Thai officials were still 
studying it. 

Under the agreement, Thailand has 
become one of only a handful of coun- 
tries with access to the Special Defence 
Acquisition Fund (SDAF), which was 
established three years ago to create a 
stockpile of long-lead-time items in the 
US arsenal that are commonly re- 

uested by allied countries. This means 
that while Thailand may not be sche- 
duled to take delivery of a specific type 
of equipment until 1990, the materiel 
can e readied and dispatched im- 
mediately if an emergency requires it. 

The Thais drew on the stockpile for 
the first time during the most recent 
Vietnamese dry season offensive along 
the Cambodian border, which ended 
in May this year. Equipment sent in 
emergency or with accelerated deli- 
very schedules before then was ob- 
tained by what one US official called 
"scratching around." At a time when 
the Americans are growing increasingly 
concerned over the Vietnamese threat, 
the new accord sets up a legal frame- 
work covering reimbursement, trans- 
portation costs and an administration 
surcharge. 


| New cheaper variants of the F16 could interest Asean 


they should be allowed to buy the ear- 
lier F16A model. 

Under arrangements completed ear- 
lier this year, Thailand is to buy 12 F16s, 
including eight single-seater F16As and 
four two-seater F16B trainer aircraft. 
The total cost, including spare parts, 
maintenance and training, is US$318 
million, or around US$26 million each. 
Singapore, to which Washington gave 
the nod only after Thailand was permit- 
ted to acquire the aircraft, is — 
eight Fl6s, comprising four F16As and 
four F16Bs. | 

The latest General Dynamics F16C/ 
D has a full *programme unit price" of 
US$20.4 million per aircraft. But more 
significant is the fact that the company is 
now offering the US Government a 
"specially configured" F16C at a bar- 
gain programme unit price of US$14.2 





earlier this month, the Thais are finally 
recognising in public what Bangkok- 
based Western diplomats have been 
warning about for months: the prospect 
of more direct Vietnamese attacks on 
Thai troops and positions in an effort to 
break the Thai Government's resolve 
on its hardline Cambodia policy. Thai 
military sources say there have been at 
least 40 known Vietnamese incursions 


Weinberger: formalising guarantees. 


into Thai territory since last. Novem}: 
ber. 
Intelligence sources said that even A} 
this early stage — perhaps up to twe 
months before the end of the rainy sea- 
son — the Vietnamese have moved a 
fresh regiment into forward positions 
held by their 330th Division south of 
Aranyaprathet. The sources said that 
improvements in the condition of the 


million. The basic unit price for the spe- 
cial aircraft, ps initial programme sup- 
port is US$10.9 million. 

According to a letter from General 
Dynamics to Secretary of the US Air 
Force Verne Orr and Air Force chief of 
staff Gen. Charles Gabriel, the fully 
guaranteed cost has been whittled down 
to a bargain-basement price by pulling 
out some of the FI6C/D’s mission 
avionics but retaining its advanced core 
avionics, cockpit and displays. Both air- 
craft have an engine bay and inlet able 
to accommodate either the — & 
Whitney F100 engine — which is also 
the F16A's engine — or the higher-per- 
formance General Electric F110. Básic 
weapons provisions and the full range of 
air-to-surface missiles and bombs are 
common to both. 


Acne to aviation sources, the 
F16A, on the other hand — apart 
from being more expensive — does not 
have the growth capabilities to accom- 
modate advanced weapons systems of 
the F16C variety’ without extensive 
modification at great cost. The F16C 


— 


v ~~. n 
"anti rn AAA. 21 | 





SINU TYTONYNI 4 





Tm. 


iba. 


roads in Cambodia, mostly carried out 
by forced labour gangs, now indicate 
that the Vietnamese are having little 
real difficulty in re-supplying units close 
to the Thai-Cambodian border. 

The Thai logistics capability has 
been a matter of prime concern to the 
Americans since serious shortcomings 
were revealed in the first Vietnamese 
incursion into the border village of Mak 
Mun in 1980. Three years ago, the two 
countries initiated an annual logistics 
exercise designed to improve the supply 
network to the eastern border. “It is 
an area,” one American source said, 
“that leaves a lot of room for improve- 
ment.” 


S officials said the overall aim of the 

agreement is to develop a new logis- 
tics system for Thailand compatible 
with that of the US. One facet of the 
agreement is that all three Thai armed 
services will ultimately be plugged into 
the computerised American supply sys- 
tem. A direct dataphone link will allow 
the Thais to punch in their requirement 
for a particular piece of equipment and 
have it automatically packed and de- 
livered. 

The document also lays down the 
groundwork for improvements in long- 
term planning, allowing the Thais to 

lace orders now for long-lead-time 
items which they will need for a specific 
project five years down the road. The 
Americans say they can tailor their 
SDAF acquisitions to reflect what the 
Thais and the seven or eight other coun- 
tries with access to the fund might need. 

Most of Thailand’s emergency ship- 
ments are expected to come from the 
Rock Island arsenal in Illinois. It was 
from an air base near there that three 


has more flexibility to use different en- 
gines, radars, sensors and weapons sys- 
tems. While the F16A multi-role fight- 
er-bomber normally has to be over a tar- 
get on a mission, the fully equipped F16C 
can take on a target from further away. 

The US Government’s main consid- 
erations when deciding whether to 
allow the sale of advanced warplanes to 
its friends are whether it is safe to export 
——— technology which might 
fall into the wrong hands and whether 
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giant C5A Galaxy cargo aircraft—re-| · 


sponding to an urgent request from the | - 
ai Government — airlifted eight | - 
M198 155 mm pieneen: artillery 
pieces and ammunition to 
April 1983 at a time of heightened fight- 
ing along the border. 
Extended-range artillery became a | 
priority purchase for the Thais after | - 


they found the Vietnamese could cover | — 


their own troops from outside the range 
of Thai army gunners. The new 
weapons, with rocket-assisted projec- 
tiles, have a maximum range of 33 km, 
compared with the 29 km of Vietnam's 
130 mm Soviet-made guns. The bill sent 
to the Thais for these sophisticated 
weapons was US$1.1 million: as a pub- 
licity exercise, it probably was worth it | - 
— in practical terms, however, it made | 

little difference at the time. ; 
So-called accelerated shipments — 


mostly consisting of M48-AS battle ^ Cs 


tanks, armoured personnel carriers, ar- 
tillery and ammunition — have since | ` 
then come by sea. “Accelerated” is | 3 
robably an overused word. From Rock | 
sland, it usually takes more than a 
month for the rail and sea journey to 
Thailand. 


Thai military planners are now look- | € 


ing for further battlefield advantages 
with the order of three ANTPQ-36 
counter-battery radar detectors, which 
can plot the firing position of incoming 
artillery and mortar rounds before they | - 
actually land. The detectors can cover a 
front of 10-12 km and will provide gun- 
ners with six-digit coordinates of Viet- 
namese gun positions. Thai technicians 
are already tn the US training on the | | 
equipment, but it is understood the f 
units will not be delivered until after the | 
forthcoming dry season. oO 





the potential customer can really af- | 
ford it, In Thailand’s case, there was | 
much debate in Bangkok about the ad- 
visability of spending so much money 
from the country’s limited defence 
budget on such a Rolls-Royce among 
warplanes. 

Most opposition to the purchase 
came from Thailand's economic minis- 
ters, while senior military officers said 
the cost could be absorbed by cutting | 
expenditure in some other areas of de- | 


ailand in | — 

































































xchar ge reserves in A igust. 

apore’s case the total bill will 
of a burden because its order is 
ver aircraft. And despite the cur- 
larp drop in its economic growth 
singapore’s foreign-exchange re- 
are in a far healthier state. But 
iment leaders there, as in Thai- 
would doubtless like to know 
ibout the availability, full cost and 
-of the F16C, when. the two 
to take delivery of their first 


hington was initially reluctant to 
$ equipping of the Royal Thai 
-with such an advanced 
omber, despite the arrival in 
iof a squadron of Soviet-man- 
iG23s. One central reason for the 
nce. was a-concern that Thailand 
ot afford them. If the specially 
gured F16C were to be available 
„export, Washington . presumably 
ild be hard put to explain why the 
ry should not save money by ac- 
iring a cheaper, more sophisticated 
odel of the same aircraft. 





neral Dynamics drew up its spe- 
ially configured F16C project in re- 
onse to a concerted campaign by the 
I Northrop Corp., which is lobbying 
ress in favour of its F20 Tigershark 

ighter. Northrop was proposing to pro- 
> the F20 at fixed. and guaranteed 

osts if the Pentagon agreed to a mix of 
)s and F16Cs to comprise the 720 

ch aircraft planned to be supplied to 
US Air Force over the next four 


: he counter- -proposal by General 
ynamics was for a mix of full F16C/Ds 
d configured F16Cs, excluding the 
Itogether. One sales point claimed 
General Dynamics was that the F20's 
price and initial programme sup- 
would be US$12.8 million, com- 
with the configured F16C’s 
million, while conceding that 
reraft’ s cost per flying hour 
IS$475 was less than its US$554. 
> independent industry source 
ted: “The F16C is head and 
ve the F20. in both life- 
nd performance." 
» ard to interest both 
| Singapore. in the F20, 
ig with other countries in the region. 
hington also seemed to be happier 
th the idea of the two buying such a 
y acceptable "FX" export aircraft, 
ch is cheaper if less lethal than the 
A. It was also worried that by selling 
s to Thailand, an arms race would 
in in Southeast Asia. With Singa- 
e stepping in quickly to follow its 
n partner in acquiring the ad- 
d fighter-bomber, and with In- 
also interested in the same air- 
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ts fears may well be realised. Kl 





T. recent flurries of diplomatic acti- 
vity on the Korean peninsula may 
complicate its precarious military bal- 
ance. Since the inter-Korean arms race 
has intensified in recent years, any 
move towards reduction of tension may 
be welcome and regarded as encourag- 
ing. But any hasty move to break the 
stalemate in inter-Korean relations 
through diplomatic manoeuvrings could 
also introduce elements of uncertainty 
and risk, thereby increasing the danger 
of instability and potential war between 
the divided halves of Korea. 

The arms race on the peninsula has 
now reached the point of no return, 
making the whole Korean peninsula 
one of the most strongly armed camps in 
the world. A divided Korea has become 
a dangerous powder keg where slight 
provocation might ignite and involve 
outside powers. The relatively evenly 
matched balance of power between the 
two sides at this stage may shift, favour- 
ing one side over the other as a result of 
dynamic interplay of several factors — 
increased Soviet military activities and 
presence in the region; Chinese dip- 
lomatic pressures on North Korea to im- 
prove relations with South Korea and 
the US, and the dynamics of inter-Ko- 
rean dialogue and competition over the 
future of Korea. 

The respective Korean leaderships 
perceive the changing security environ- 
ment as potentially destabilising and 
threatening to the viability of their sys- 
tem. Toovercome this perceived threat, 
each Korean state has strengthened its 
respective security and security ties with 
its allies. Each side has pursued the tri- 
ple strategic goals of legitimacy, secu- 
rity and economic development since 
the establishment of. rival regimes on 
the peninsula in 1948. Both Korean | 
states have been gripped by a “siege - 
mentality" stemming from deep-seated | 
anxiety and fear ofeach other. ^. 

The North-South dialogue first ini- 
tiated in 1971 and still continuing, is 
mired by conflicting sets of interests and 
expectations. The policy of South 
Korea, for example, is based on a post- 
ure of incrementalism, a step-by-step 
approach towards gradual integration 
of North and South through promotion 
of cultural and economic exchanges 
during the initial oe Political negoti- 






















Young Whan Kih! i is a professor of 
political science at lowa State Uni- 
versity and author of numerous . 
studies on the Korean peninsula. 





rests ona powder keg 


| peace and unificat 






ation can only come after this period. 
The policy of Pyongyang, on the other 
hand, seems to be based on a posture of 
simultaneous problem solving — taking 
dramatic steps on several fronts aimed 
at achieving. immediate unification, 
such as the founding of what North 
Korea describes as the Democratic 
Confederal Republic of Koryo. Koryo 
is the name of an ancient. Korean 
dynasty that ruled until the 14th cen- 
tury. 

Underlying. ‘these divergent ap- 
proaches is a difference in strategic cal- 
culation. and estimation. The position 
outlined by the South emphasises great- 
er security and the guarantee of stability 
as preconditions in the unification pro- 
cess. The North, in turn, has made the 
withdrawal of US forces from South 
Korea, scrapping of defence treaties 
each side has signed with third countries 
and replacement of the present armis- 
tice agreement with a peace treaty pre- 
requisites of its unification process. 


S eoul's “peace first, unification later" 
approach. is basically defensive 
and reactive, stressing deterrence — 
that is, prevention of armed conflict on 
the peninsula. The “unification first, 
peace later” position of Pyongyang ob- 
viously considers the US military pre- 
sence the main obstacle to unification 
and the primary threat to its security. 
For this reason, in 1973 it boycotted 
the inter-Korean negotiation in favour 
of direct talks with Washington, and 
since 1984 it has been pushing for tri- 
partite talks involving South Korea in 
what fundamentally appears to be a two- 
way discussion. between the Us and the 
North. | s 

The recent flurry. of inter-Koréan 
“talks involving Red Cross family reun- 
ions, meetings of representatives of par- 
liaments from the two sides and econo- 
mic talks all indicate a positive resusci- 
tation of once-discontinued dialogues. 
However, these multi-layer contacts 
would not prove productive unless they 
were perceived by each side to be mea- 
sures for promoting genuine peace, 
rather than a smokescreen to disguise 
aggressive intentions. 

Fortunately for both sides, the 
strategic environment in Northeast Asia 
has improved considerably in 1985, al- 
lowing the two regimes to carry out in- 
tensive policy consultation with their re- 
spective allies. They appear ready to 
face each other in a series of inter-gov- 
| ernmental negotiations over. uel issue of 
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Sung's trips to China in 1983 and 1985, 
lus his journey to the Soviet Union 
in 1984, and his South Korean counter- 
part Chun Doo Hwan’s state visit to 
Japan last year and a working trip to 
Washington this vear, have all focused 
on the continuing dialogues on the 
peninsula. 
For its part, China has accepted visits 
from South Korean diplomats while 
lorth Korean journalists have visited 
Japan. These cross visits between coun- 
tries not having diplomatic relations 
would signify readiness by adjoining 
powers to accommodate the interests of 
respective Korean regimes to improve 
prospects for peace and stability. 

But between the prospects of peace 
and war, one might consider a number 
of probable intermediary situations in- 
cluding confrontation, co-existence, 
either limited or active cooperation, 
either sectoral or broad integration and, 
finally, unification. Of these, the situa- 
tion that prevails on the peninsula today 
is one of confrontation which, if the cur- 
rent inter-Korean dialogue is success- 
ful, may lead to that of co-existence or 
even to one of limited cooperation. 

On the short-term perspective, how- 
ever, within the next three to five years, 
both Korean regimes will face the chal- 
lenge of assuring political stability and 
continuity of their respective political 
systems. Both North and South Korea 
must resolve the issue of how to allow a 
smooth transition of power, by enabling 
an orderly and predictable political suc- 
cession of the leadership. Kim has al- 
ready designated his son, Jong Il, to suc- 
ceed him in a hereditary, dynastic suc- 
cession. In the South, Chun has an- 
nounced he would not seek a second 
term after 1988. The questions of who 
will emerge as the next president of 
each Korea and what segment and 
strata he represents are important poli- 
tical issues relative to the future survival 
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B ur i: 
Chun in Washington; Kim in China: intensive policy consultation. 
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of the current regimes of the respective 
Koreas. 

One implication arising from a 
scenario of continued confrontation — 
if it becomes valid — will be a situation 
of heightened tension and institutionali- 
sation of the war system on both sides of 
Korea in the next 10-20 years, much as it 
has been over the past 40 years. How- 
ever, should the current rounds. of 
negotiation succeed, the prospects of 
peace will measurably improve, though 
the situation may also become more 
complex and volatile —it could bring up 
more conflicting issues which are dif- 
ficult to resolve due to an increased ten- 





€ The ‘unification first, peace 
later' position of Pyongyan 
obviously considers the U. 
military presence the main 
obstacle to unification and the 
primary threat to security. ? 







dency to link domestic politics. with 
security issues. 


eoul and Pyongyang, however, en- 

tertain diametrically opposed per- 
ceptions of security concerns and 
threats from outside. South Korea, like 
the US, Japan and China, shares serious 
concern over the growing Soviet pre- 
sence in the Pacific. 

The North feels threatened by the 
continuing US presence in the South 
and also by China turning to the West in 
a de facto entente with the US and 
Japan. Its sharp denunciation of the 
US-South Korea Team Spirit exercises, 
and unmitigated attacks on the “emerg- 
ing triple military alliance,” involving 
the US, Japan and South Korea, betray 
Pyongyang's growing feeling of isola- 
tion, 

But the primary source of external 


threats to each Korea remains the exist- 
ence of antagonistic and rival regimes 
on the opposite side of the border, the 
misnamed demilitarised zone. and sig- 
nificantly they both stand fundamen- 


| tally suspicious of the outside forces that 
| influence their destiny on the peninsula: 





They are cautious lest the great-power 
"scheming and machination" would 
once again leave them suffering from 
the consequences over which they have 
had no control 

In this regard, the 4 July 1972 joint 
communique that Seoul and Pyongyan 
signed to facilitate the dialogue agree 
on the principle of national reunifica- 
tion. It must be achieved through inde- 
pendent efforts free from external mter- 
ferences, by peaceful means excluding 
war or use of force and by transcendin 
the barriers of ideology and politica 
system. 

This formula represented a broad 
consensus from all Korean people, whe- 
ther they be from the North or South. It 
confirmed the Korean nationalist goal 
of unification as a matter of right and 
justice. 

The reality of Korea’s strategic value 
and importance, however, will continue 
to dominate the superpowers’ perspec- 
tive and perception of Korea’s place m 
the region. Korea's geopolitics will go 
on entrapping both Korean regimes into 
a web of complex and complicated ab 
liance systems. So long as major power 
relations around the Korean peninsula 
— US-Soviet, Sino-Soviet and Japan- 
Soviet relations — do not improve but 
remain basically hostile and antagonis- 
tic, the respective Korean states tied 
with the superpowers will be unable to 
decouple themselves from the entang- 
led alliance network. Under such cir- 
cumstances, Korea is likely to remain 
more as a dependent rather than as an 
independent variable in the equation, 
and on the altar of power politics oO 
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Saudi ladies do have 


| more money and fun 


| | By Paisal Sricharatchanya in Udon Thani 


| y the standard of Thailand's im- 
| WM poverished rural northeast, the 

- Cluster of villages known as Ban Pak 
| Tob, to the east of this bustling provin- 
| cial town, is exceptionally affluent. Tall 
| antennae sticking out from the rooftops 
~ |} suggest that almost all the 600 house- 
E~- possess a colour TV set. It was not 
- until 1983 when electricity came to the 
- villages, but local residents were enjoy- 
ing battery-powered colour TV sets 
— ong before that. Many of the families 
f also own expensive stereo equipment, 








| rows of semi-concrete and brightly 
painted houses are yet another sign of 
— wealth. 
ul The region as a whole has always 
| been poor. The northeast's Baht 7,146 
| (US$310 at then prevailing exchange 
—] rates) per capita income in 1983, equi- 
—] valent to roughly half the cost of a de- 
—T]- cent-size colour TV set, was the lowest 
| inthe country. 
M But Ban Pak Tob is not an isolated 
| ^| _ case. There are hundreds of other simi- 
— | lar villages across northeast Thailand 
—] that have been enjoying very high 
— | standards of living in recent years. They 
| | are all beneficiaries of the same source: 
| enormous remittances from Thai mig- 
| rant labour working in the Middle East. 
| Despite the largely infertile soil, in- 
| adequate irrigation, and extreme wea- 
| ther conditions, the region seems to be 
| benefiting from a successive series of 
economic windfalls. For a decade from 
the mid-1960s, the presence of half a 
= | dozen American air bases (used as stag- 
| ing pou: for bombing missions in In- 
- dochina) pumped in a massive amount 
of dollars, fuelling a booming economy. 
The US withdrawal in 1975 prompt- 
| ed fears that the economy would tum- 
ble. But that hardly turned out to be the 
case. The same year saw the first trickle 
- of Thai workers heading for the Middle 
East — a trend that was to develop into 
_ | a full-scale migrant labour boom in the 
r succeeding years. During 1975-81, the 














number grew nearly 400% annually. 
Many of the early groups were skilled or 
semi-skilled workers who used to be 
| employed in the US bases before. 
According to a 1984 Bangkok Bank 
—] study, there were a total of about 
—] 367,000 Thai workers overseas in 1983, 
78% of whom were in the Middle East, 
with the largest concentration in Saudi 
_ Arabia. Total remittances (as well as 
cash and belongings brought back on 
their return trips) topped Baht 24 bil- 
— | lion (US$912.5 million at current rates), 
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‘motorcycles and pick-up trucks. The 


about 80% of which was accounted for 
by workers in the Middle East. The ag- 
gregate foreign-exchange earnings last 
year were estimated at Baht 26 billion, 
which put it on the same par as tourism 
and rice — the two other top foreign-ex- 
change earners. 

There is no doubt that a large portion 
of the money sent has gone into stimulat- 
ing various economic sectors such as the 
construction-materials and electrical- 
appliance industries, wholesale and re- 
tail trade. And the northeast has obvi- 
ously been getting the biggest share of 
benefits, as about 40% of all Thai work- 
ers in the Middle East come from there. 

Still, despite the improved standards 
of living, there have been some undesir- 
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able social consequences — notably a 
growing number of adultery cases lead- 
ing to divorce, wasteful spending habits, 
rampant gambling and the emergence 
of a generation of spoiled youths. 


here is no comprehensive study on 

the linkage between labour migration 
(of husbands) and divorce. However, a 
random survey reveals that itis common 
for wives who stay behind to have extra- 
marital affairs; the degree varies from 
place to place. (Although Thai female 
workers predominate in some smaller 
places such as Singapore, virtually all 
Thai workers in the Middle East are 
males. ) 

According to Sai Kaewhadi, village 
headman of Ban Pak Tob, there were 
five or six cases of family break-ups 
caused by the long separation of hus- 
bands and wives. This amounts to only 
1% of all the households in his village, 
not bad considering that at one stage 





nearly three-quarters of the male adults 
were away in the Middle East. 

In neighbouring Tambon Chiang 
Wae, however, there appear to be many 
more family quarrels due to the same 
cause, According to a district official re- 
sponsible for the area, the wives of 
nearly half of the 600 families whose 
husbands worked overseas were sus- 
pected of having sexual affairs — albeit 
discreetly. 

“There were often quarrels [upon 
the husbands’ return]. We encouraged 
them to settle the disputes privately so 
that the cases would not come to the dis- 
trict office. Hence the number of offi- 
cially registered divorces is few," said 
the official. 

From their lavish display of wealth 
a combination of flashy dress, gold 
jewellery and cosmetics — and from the 
extra-marital liaisons, the wives have 
earned themselves a somewhat notori- 
ous reputation. They are commonly re- 
ferred to by other locals as “Khun-nai 
Saudi" (Saudi lady). In a country where 
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rural women are rather modest, these 
Saudi ladies are conspicuous. 

The regular and often large sums of 
money from abroad have created an ap- 
petite for entertainment. This is 
perhaps understandable given the 
psychological strain from the long sep- 
aration. One outlet is the Queenstar 
Nightclub in UdonThani, a popular 
haunt reputed to cater specifically to the 
Saudi ladies. They come in groups of 
three or four and dance the night away 
to the lively beat of folk music — some 
among themselves and others with their 
temporary lovers. 

Some spend their money on various 
forms of gambling — ranging from 
underground lottery to black jack. At 
an illegal casino in a plush compound on 
the outskirts of this provincial town 
seat, this correspondent saw a dozen 
women huddled round a card game. 
Half of them were believed to be the 
Saudi ladies. They were regulars. 
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Others included schoolteachers and 
wives of civil servants. 

Wasteful spending also results from 
the race for ever higher status symbols. 
If one person has a 20-in TV set, 
another will get a 24-in one, or if one 
builds a new house, the other will too, 
or at least re-paint the old one. An offi- 
cial scoffed at a Chiang Wae villager re- 
turning with an eight-piece Sansui 
audio-system, only to be silenced when 
the man turned up the volume of his 
machine to the highest pitch. 

One would assume that these rela- 
tively few newly rich would provoke 
jealousy among the less fortunate 
majority of their neighbours, but there 
seems to be no clear evidence of this. 
Some observers do fear, however, that 
workers returning upon the completion 
of their contracts may have a hard time 
adjusting to their previous life patterns. 
A small number has indeed taken up in- 
dependent professions such as trans- 
porting farm products or opening small 
grocery stores. But others believe that 
most northeasterners would never dis- 
own their farming background. Return- 
ees at Ban Pak Tob, for instance, readily 
went back to the paddy fields. 


























he social consequences are not en- 

tirely negative. Children who used 
to quit formal education after the village 
elementary schools are now sent to 
secondary: schools or even vocational 
colleges. But as the Ban Pak Tob head- 
man conceded, higher education is 
largely an aimless exercise. “People fol- 
low the footsteps of others in sending 
their children to the province. Since 
jobs are becoming increasingly scarce, 
they just return to the villages after 
graduation. Their long-term future re- 
mains in the farms...” 

Exposed to the modern trends of city 
life, this select new generation of village 
youths appears to be tainted by some of 
the less desirable aspects. Although 
many of the young people frequenting 
Udon Thani's discotheques and skating 
rinks are residents of the town, they also 
include village youths. According to 
local police, drugs and crime are not a 
serious problem vet but prostitution is 
increasing. 

Meanwhile, village temples are also 
a direct beneficiary from the migrants’ 
remittances. "There is more faith in 
Buddhism as income levels rise. In rais- 
ing funds for the monastery, it is not un- 
common to see the price of a govern- 
ment lottery ticket [normally selling at 
Baht 10] being bid to as high as Baht 
1,000," said one Ban Pak Tob villager. 
Workers' donations have funded the re- 
surfacing of the local temple compound, 
as well as the building of a concrete wall 
and the chief abbot's living quarters. 
And even the Saudi ladies have some- 
thing good to offer the community, for, 
despite their dubious reputation they 
are said to be active in village dg 













































ment works and other charities. 
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Dubai syndrome and 
other such maladies 


W hile noting the obvious economic benefits of international migration, 

cularly temporary labour migration, a recently released 
and | Commission for Asia and the Pacific report also points out a 
number of harmful social consequences. These range from family conflicts and 
slackened discipline of children to emotional strains and psychological break- 
downs. 

Citing the case of Pakistan, the 
been coined there to refer to a 











international labour migra- 
tion and divorce, research on the issue has vielded mixed results. Suicide 
caused by emotional strain is another possible consequence." 
estimates vary, Pakistan is understood to 

maser af workers in the Middle Kant to all other countries in the 
Asia-Pacific region. According to the 
from Pakistanis working overseas in 198 
chandise exports and amounted to 8.8% of ; 
Touching on the broad e, the says when hus- 
bands are from wives and c » wives may have to live with in-laws 
or other relatives and in some cases this results in family conflicts. In the case 
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Thai migrant workers: improved living standards. 


of Sri Lanka where mothers emigrate and leave children with their husbands, 
major changes in the husband's roles usually occur since he be: | 
A and welfare. On the other hand, the emigra- 
new opportunities and freedom for 
become successful entrepreneurs. 








necessary to [harvest crops] 
eco t undermined because 
amily members, thus circu 
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the history of the Korean War — with 
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M | By Paul Ensor in Seoul 
Imost every day the departure 
| lounge of Seoul's Kimpo airport is 
—] the scene of an emotional spectacle as 
roups of 100-200 construction workers 
A bid farewell to their families before 
— | boarding planes bound for the Middle 
- East. The men are going to a strange, 
| harsh world, very different from their 
| own, and their anxiety shows as they 
tearfully embrace their families. In the 
—] Middle East they will work together as a 
| team, cut off from the societies of their 
|} host countries, but in these last few min- 
utes on home soil, each is in the emo- 
—tion-charged world of his family. Most 
- ofthe men are young. saying goodbye to 
—their wives for the first time, clutching 
T their small children, who may not re- 
| member them when they return. 
EL. Koreans first left their country in 
f large numbers during the latter part of 
} the period of Japanese rule (1910-45). 
| They left to escape from hardship at 
| home or simply were forced. They went 
} to Japan to work in menial positions 
1 such as mining; they were conscripted 
J^ "nto the Japanese Imperial Army to 
| fight Japan's war in Asia; Korean 
—] Women were made to contribute to the 
"| war effort as prostitutes for Japanese 
EL troops abroad. This legacy left the worst 
| possible images in people's minds re- 
| garding overseas migration. Former 
-] president Park Chung Hee’s decision to 
| send troops into the Vietnam War in the 
} 1960s meant that these attitudes had to 
change — Park said the troops dis- 
patched to fight, as well as the construc- 
- tion workers helping to build US mili- 



















_| but plenty of song 


tary installations in Vietnam, were act- 
ing patriotically. 

The success of South Korean con- 
struction companies in the Middle East 
is a source of patriotic pride to many 
here, and the construction workers live 
under a regime not very different from 
the military (which as young men they 
have all experienced in the recent past 
for an obligatory three years). Before 
they depart the workers go through 
thorough physical examinations, and 
education programmes arranged by the 
government and their companies. The 
education programmes, in addition to 
offering tips on the practicalities of con- 
struction work, have a heavy political 
content — for example, one day of 
Daewoo Engineering Co.’s three-day 
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Pakistani families are 
| content with their lot 


- By Husain Haqqani in Islamabad 
x»akistans almost 2 million over- 
-M seas workers constitute the single 
largest source of foreign exchange for 
the country and their influence can be 
felt in several spheres of life. Overseas 
migration has increased standards of liv- 
ing in previously undeveloped areas. It 
has also raised expectations of farming 
families, contributed to modernisation, 
and provided resources for industriali- 
sation and rural development. Critics 
say, however, that migration is respon- 
sible for unhappy, sometimes broken, 
families, growing consumerism among 
beneficiaries of remittances, as well as 
other evils — ranging from drug addic- 
| tion to juvenile delinquency — attribut- 


able to the absence of the head of the 
family and sudden increase in family in- 
come. 

Most overseas Pakistanis are con- 
tract workers, employed in the Gulf 
countries on construction projects. 
“Over the last 10 years, half a million 
Pakistanis returned home but an almost 
equal number got new jobs,” said an of- 
ficial at the Ministry of Labour. “Now 
the construction contracts are winding 
down, but new workers will be needed 
to work in the buildings built by the re- 
turning ones,” 

Officials believe that for another few 
years there will be no serious change in 
the “Dubai chalo [let's go to Dubai] 
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talks about North Korea and related to- 
pics. Representatives of the govern- 
ment's agricultural self-help movement, 
the Saemaul Undong, visit the company 
to lecture the workers. 

When they reach the Middle East, 
the workers live in barracks, usually 
well isolated from contact with the lo- 
cals and usually enclosed by a fence: 
“We work best as a group of [South] Ko- 
reans — it gives us cohesion,” remarked 
one returnee. Drink is not allowed, and 
neither are cards, or even bibles; there 
is no contact with women. Koreans like 
their drink, and workers return with col- 
ourful tales of secret distilleries and 
smuggling networks. 


he workers generally toil under the 
desert sun nine hours a day, which 
includes two hours’ overtime — over- 
time pays around 50% more than reg- 
ular hours. At around US$700 a month, 
their wages are roughly a third higher 
than what they could receive at home. 
According to government 
regulations, the workers 
must remit at least 80% of 
their total earnings home, 
which is made possible by 
companies’ standard prac- 
tice of paying for the work- 
ers’ housing and, food re; 
quirements while, they are 
abroad. b 
Relations between the 
workers, who are predom- 
inantly hired on a tempor- 
ary basis on renewable one- 
year contracts (they stay an 
average of two years) and 
the South Korean staff in 
charge at the site, are fre- 
uently strained by on-site 
———— and argu— 
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»henomenon,” as the desire to find a 
Job in the Gulf is labelled in current 
Urdu idiom. 

Most migrant workers earn more 
than they could even imagine in Pakis- 
tan, though they have to leave their 
families behind and work under tough 
conditions. However, not only do the 
workers have more money to bring 
things back home. but on their return 
they are given numerous tax conces- 
sions on consumer goods. Typical car- 
toons depict returnee migrants loaded 
with videos and refrigerators and stories 
are told of workers who have brought 
back duty-free airconditioners to vil- 
lages with no electricity. The govern- 
ment encourages migration of workers 
because their remittances contribute 
more than half of Pakistan's foreign- 
exchange earnings. Of late, emphasis 
Is on promoting investment by over- 
seas Pakistanis, partly to use their 
income for economic expansion and 
partly to save them from suffering, a 
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ments over pay. Some men develop 
health problems as a result of the hot 
weather — anyone who has seen how 
much happier Koreans are in the biting 
cold winters than the torrid summer 
heat of their own country may well won- 
der how so many survive in the desert. 
Despite the hardships involved, 
companies have no difficulty hiring 
workers. An engineer at Hyundai En- 
gineering and Construction, the coun- 
try’s largest contractor, spoke of “long 
lines for jobs in the Middle East” in his 
office. Above all, a year or two in the 
Middle East is seen as the ticket to buy- 
ing one’s own home, the highest priority 
in most South Korean households. Ac- 
cording to a survey of around 500 work- 
ers carried out by Seok Hyun Ho, a 
sociologist at Sungkyunkwan Univer- 
sity, buying a house was the most popu- 
lar motive for working abroad, followed 
by plans to start a small business, such as 
a shop. Most of those surveyed who 
wanted to buy a house were successful. 
For the families, especially the wives 
of migrant workers, the departure of the 
head of the household creates its own 
strains. Wives must act as financial mana- 
gers to an ever-growing pile of savings 
uring in from their husbands in the 
iddle East and sometimes make risky 
investments which end in disaster. In 
many cases this comes as the result of 
sheer swindling — a dishonest tip on 
Stocks, for example. Women have been 
driven to suicide by losses of this sort. 
Stories of such disasters are common in 
the newspapers, but even more com- 
mon are tales of infidelity by wives. Ac- 
cording to press reports, well-dressed 
wives visit dance halls in search of young 
"chaebi" or swallows — young men who 
swoop down on married women. Seok 
thinks this problem is exaggerated; a 
mere 2% ofi his sample group were di- 
vorced or separated on the husband's 


serious decline in standard of living. 
The social cost of overseas migration 
has been debated in Pakistan as in other 
countries. It is said that workers in the 
Gulf suffer from overwork and loneli- 
ness, making them generally bitter, 
while their wives did children suffer 
rom their absence. Claims have been 
ade that wives of overseas Pakistanis, 
as well as their teenage children, take to 
drugs because of frustration or boredom 
and migrants' families are alleged to be 
more promiscuous than average Pakis- 
tanis. 


| «Mees by the Pakistan Institute of 
Public Opinion (PIPO) indicates, 
however, that overseas Pakistanis and 
their families are by and large content 
with their lot and the commonly mention- 
ed negative aspects of migration apply 
only to a small percentage. The re- 
lationship of migration with drug abuse 
and juvenile delinquency has not been 
proven by evidence. Although PIPO 
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return — not high, especially consider- 
ing the relatively high rate among con- 
struction workers as a group. 

Perhaps stirred by press reports, 
neighbours and relatives of migrant 
workers' families in many cases watch 
over the wife with keen interest, which 
can create strains. According to local 
customs many live with the husband's 

arents — some interviewed in a study 
bv students of Ehwa Women's Univer- 
sity said that as a result of the tight rein 
imposed by their in-laws they were able 
to see their own family much less than 
usual. According to Seok, children do 
not suffer much with the father absent: 
because they tend to be voung, they are 
still mainly dependent on their mothers. 


Ce try to help the workers’ 
families, printing newsletters on 
how to cope with the problems they 
face, and checking up on the families’ 
welfare, sometimes encouraging or 
helping in letter-writing. Two maga- 
zines are published which deal purely 
with the issues facing families divided by 
labour migration, giv- 
ing a generally upbeat 
account of the “right” 
ways of dealing with 
problems that typically 
occur, 

Returning home can 
produce its share of dif- 
ficulties. One of the 
most common prob- 
lems returning workers 
face is finding a new 
job. Survival in South 
Korea's tight-knit so- 
ciety is only sible 
with a well-maintained 
network of friends and 
contacts, and these net- 
works are left untended 
when men go away. 


president Ijaz Gilani, 
who oversaw the sur- 
vey, admits it is difficult 
to get honest replies 
from family members to 
questions about drugs 
and delinquency, he in- 
sists there is sufficient 
data to disprove a con- 
nection of either with 
the husband's or father's 
absence from the coun- 
try. According to his findings, in 70 vil- 
lages surveyed for the purpose, the per- 
centage of drug users and teenage crimi- 
nals was the same for migrant and non- 
migrant families: However, where drug 


abuse was prevalent, migrants’ children : 


had more money to indulge their habit 
than others. Most families seem to have 
no serious problem with children except 
perhaps inattention to studies and less 
respect for elders — matters which nor- 
mally fathers oversee. 

The study was conducted for the 


One returnee who had been out of work 
for six months explained that his wife 
had chosen to move from the country 
into Seoul while he was away to take 
care of her ailing mother; she works asa 
hairdresser while he stays at home in a 
strange town with his children. Some 
decide the only answer is another job in 
the Middle East. A third of the respon- 
dents in Seok’s survey said they wanted 
to return to the Middle East 
With the slowdown in the Middle 
Eastern construction market, the 
number of workers going abroad is get- 
ting smaller: from a peak of around 
170,000 in 1982 down to around 120,000 
last year. Overall, the experience seems 
to have left remarkably few lasting 
problems. The men are able to cope 
with verv difficult conditions abroad; 
partly due to their shared military ex- 
perience, and partly because of the 
strength they draw from working as a 
group. At home, the traditionally tight 
orean family unit tightens further tà 
survive the absence of father and hus- 
band. 
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Migrant workers build mosque: social 


Ministry of Labour's Overseas Pakis- 
tanis Foundation and is based on inter 
views with 5,000 returnee migrants and 
their families. Gilani explained that 
conventional wisdom about overseas 
migration was the result of adverse 
biases. This discussion is carried out al- 
most exclusively by academics, govern- 
ment officials, journalists and intellec- 
tuals, he says, none of whom has bene- 
fited from migration. After all, the Gul 
required carpenters, masons and unskill- 
ed labourers rather than bureaucrats 
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"Who have gone abroad and come back 
. on par with them in terms of living 
standards, which is why they spread 
- rumours about their moral decline. 

- — Gilani’s survey points out that the 
— majority of the families of overseas 
—— Pakistanis continue to live in their home 
| villages under an extended family sys- 
} tem. Remittances enable the families to 
| afford a relatively better living stand- 
} ard, but given the initial poverty of 
} these areas, the added income only rec- 
i ti previous deprivation rather 





fies 
| encouraging extravagance. 
| According to Gilani, there is no em- 
| E evidence to suggest that overseas 
} Pakistanis or their families are unhappy 
| or psychologically deprived while earn- 
"| ing a great deal of money. Most of the 
} wives and children of migrant workers 
} continue to live in extended families, 
| supervised by male members other than 
} fathers, he says. The extended family 
Ec ? e^ 
| cushions those left behind from feeling 
| left out, like a shock absorber. One of 
| the women interviewed reportedly sum- 
| med up the feeling of most when she 
| said that “the unhappiness of poverty is 
| more painful than 
| the unhappiness of 
| separation.” 
| Overseas mig- 
| ration provides an 
| opportunity to ac- 
| quire wealth, edu- 
| cation and status 
| for pene who 
| would otherwise 
em none. This 
| factor alone takes 
| priority for most 
- migrants. Accord- 
| ine to the PIPO 
| study, overseas 
| Pakistanis are far 
| more content than 
| most of the soil- 
- bound population. Interestingly, how- 
| ever, there is little resentment against 
| migrants for having made it and most 
' non-migrants surveyed said they did not 
— feel jealous. Only the urban middle 
| class seems annoyed over the rise of the 
| new rich. 
| “The real problem of the overseas 
| Pakistani is what he sees as declining job 
| opportunities abroad and falling real 
- wages," the PIPO report concludes. 
. "While the overseas Pakistani and his 
_ family is enjoying a good life for the mo- 
ment, their future is full of doubts.” 
= Experts say returning migrants are 
|. bringing new ideas about economic re- 
|. lationships and their increased expecta- 
| tions make them receptive to radical 
| ideas. While surveys show most of them 
- remain very religious, their children are 
| exposed to Western values through im- 
- ported tape recorders and videos. The 
. most common comment about a young 
| man driving past, playing Western pop 
| music on the car stereo is: "His dad must 
— be in Dubai." ü 
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disturbs family ties 


By Jose Galang in Manila 


pd dus wheels of fortune have turned. 
The poorest, to whom no one 
would lend money in the past, are now 
the ones lending." Ligaya Mendoza, the 
leader of a rural community in the 
Philippine province of Bulacan was re- 
ferring to prosperous families of 
Filipino labourers employed abroad, 
particularly in the Middle East. 
Earning sums that at home only peo- 
le with a college diploma can make, 
undreds of (Honiends of Filipino 
labourers working overseas are doing 
better than most white-collar employ- 
ees in the country. With most of their 
foreign-currency earnings  remitted 
back home (as required by law), their 
incomes go a longer way than those 
of most wage-earners employed local- 


As such, families of workers toiling 
in Arabian deserts are generally in à 
better position to 
cope with current 
economic difficul- 
ties at home. As 
noted by. Mendo- 
za, who is the elect- 
ed barangay (vil- 
lage) chairwoman 
at Linagit, a com- 
munity of about 
350 families in 
Calumpit town in 
Bulacan, in her 
area the families of 
workers employed 
abroad are the only 
ones who can still 
afford to build new 
houses and buy new 
appliances in these davs of exorbitant 
prices. No children of workers employ- 
ed abroad miss schooling: they can even 
afford schools of higher standards. Some 
also manage to put up small businesses. 

The same phenomenon is notable in 
many barangays throughout the coun- 
try. Filipino contract workers Wo oq 
abroad now number nearly 500,000, 
compared to only a few hundred in the 
early 1970s. (The government estimates 
that another 600-700,000 are of emig- 
rant status.) Of the contract workers, 
nearly 80% are hired in Middle Eastern 
countries, including Saudi Arabia, 
Kuwait, Iraq and Libya. 

Most of these Filipino labourers are 
employed as carpenters, foremen, pipe- 
fitters, welders, masons, electricians 
and in other skilled jobs. Labour re- 
cruiters abroad reportedly rate Filipino 
labourers' skills higher than those of 
workers from other Asian nations. In 
recent years, the number of profession- 
als and technicians employed abroad 
has increased, while placements for 


low-skilled jobs have declined. Demand 
for Filipina household -— remains 
constant in such places as Hongkong 
and Singapore and a few European 
countries. 

Job opportunities abroad have been 
à welcome boost for many in a country 
where the unemployment rate currently 
runs at nearly a fifth of the labour force 
of nearly 20 million. Yearly, close to 
700,000 young men and women become 
capable of seeking employment, but 
only a few of these are actually hired. A 
debilitating general slowdown in the 
Philippine economy since late 1983 has 
resulted in the high unemployment rate, 
as various industries have had to pare 
down their operations — or even shut 
down altogether. 

The Bulacan village of Linagit is clas- 
sified as a depressed community. Yet al- 
most every other house is fairly new and 
built of strong (and expensive) materi- 
als. The residents used to be wholly de- 
pendent on farming and fishing but 
today more than a third of the house- 
holds in the village have one or two 
members employed overseas. 

It is not uncommon to see jeepneys 
or trishaws (popular modes ot public 
transport here) parked near the new 
houses — indicating that the household 
has gone into business. Inside most 
of these houses are the ubiquitous 
colour TV set, a stereo component, and 
an Arabian carpet hanging on the 
wall. 

One Linagit resident was able to put 
up a three-bedroom bungalow from his 
earnings of US$500-600 a month as a 
pipe-welder in different Middle East 
sites since 1976. The new house has al- 
ready cost him P70,000 (US$3,250), he 
said, and all that remains to be done is 
the finishing. Work on the house started 

only a year after his first contract (sub- 
sequent contracts were for either six 
months or two years). 

Another migrant worker said his 
priority was his children’s education: “If 

had not worked abroad, including 
brief stints in Libya and Congo, my son 
would not have reached high school.” 
He was also able to build a new house on 
his income of US$500-600 a month 
whenever he is under contract. 

In the nearby Panducot village, 
nurse Rossana Torres used to work in 
one of the bigger private hospitals in 
Metro-Manila. She remembers that her 
pay was so low that she could afford to 
buy some personal items, such as 
clothes and shoes, only on instalment. 
When she quit that job after four years, 
"my bank account was only 2400.” Tor- 
res was hired last year by a hospital in 
Saudi Arabia and after only 11 months 
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she was able to save enough for a new 
colour TV set and a mini-component 
stereo. 

Indeed, jobs abroad have brightened 
up many Philippine homes. Labour 

inister Blas Ople, whose office also 
oversees the hiring and deployment of 
workers for foreign placement, recently 
boasted that “the overseas employment 
programme has built more homes, sent 
more children of the poor to college, 
and established more small business en- 
terprises than all the other programmes 
of the government put together. " 

With.their new social and financial 
status, however, the Filipino “Gastar- 
beiter".are being exposed to new prob- 
lems, for which some of them are not 
emotionally and intellectually pre- 
pu Many disputes between * 

ands and wives over money matters, 
for instance, are known to have ended 
in broken homes. More serious prob- 
lems result from infidelity caused by liv- 
ing apart for such long stints. At least a 
couple of locally produced films, and 
many comic books have focused on 
these matters, often somewhat sensa- 
tionally. 

Philippine society is still based on 
strong family ties. Even married 
couples maintain regular contacts with 
their respective parents and siblings. 
This includes sharing whatever econo- 
mic gains family members achieve. It is 
expected -of the elder children, after 
graduate from school and getting a 
Job, to help their parents in sending the 
younger ones to school. This means that 
married Filipino overseas workers are 
often besieged with pleas by relatives 
for financial help. In many cases the 
workers wife messes up her family 
budget because of these dole-outs to re- 
latives from both sides. One social 
worker said many wives complain that 
"everybody wants to have a share of the 
bounty, which is often mistaken [as] an 
endless well." 


here is trouble. when this system fails 

to satisfy everybody. In some in- 
stances, relatives who are left out by the 
worker's wife send poison-pen letters to 
the distant husband. Some workers ac- 
tually cut the amounts remitted to their 
wives when they recieve such letters. 
Others appear to have quit their jobs to 
get home fast and confront their wives. 

But YEERE the most devastating 
problem for either partner is infidelity 
wnggered by loneliness. In the mid- 
1970s, a street in a town in Batangas 
province was called "Saudi Avenue" be- 
cause of the large number of residents 
employed in that country, In 1984, ac- 
cording to some residents, the street 
was re-christened “Cuckolds Avenue.” 
Manila tabloids occasionally carry 
Stories of overseas workers coming 
home unannounced and, catching the 
wives with their lovers... Sometimes 
these incidents end in extreme violence. 
It is also said that gigolos are making 
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of husbands. 

The emotional development of 
children whose fathers work overseas is 
said to be hampered by lack of discip- 
line. Some adolescent children of over- 
seas workers get addicted to drugs. But 
if the absence of a father is sorely missed 
by the children, it can also be very costly 
to a community when all of its skilled 
male adults move away. One researcher 
came across a whole village north of 
Manila without any skilled male work- 
ers. The old tradesmen left behind 
cashed in on this by charging higher 
rates for their services. In fact, this 
problem was forecast more than five 
years ago when Manila-based business 
organisations noted the growing 
number of workers leaving for some 
overseas placement. 

The families left behind in the Philip- 
pines, however, are not the only ones 
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who suffer. The overseas workers them- 
selves often feel lonely and highly insec- 
ure. One Philippine company offering 
various products and services to over- 
seas workers at their jobsites in the early 
1980s, was swamped with requests for 
surveillance and detective services to 
keep an eye on the wives back home. 
One recent fad was for wives to send 
their husbands nude photographs of 
themselves. 

More serious problems include the 
beheading of Filipino workers who have 
committed grave offences in the Middle 
East and the high incidence of rape and 
assault of Filipinas abroad, particularly 
of those employed as domestics. Man 
of these cases, unfortunately, end wit 
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the victims themselves being fired from 
their jobs and sent home. | 
The government regularly conducts 
seminars for people leaving for overseas — 
employment. However, people seem to 
take part in these seminars more to get - 
their required certificates than to lear) 
about the world's cruel ways. One of 
several groups providing such service to 
overseas workers is the Centre for 
Overseas Workers, formed in 19825 
under the auspices of the Catholici 
Bishops Conference of the Philippines. 
Sister Mary James Wilson, its director 
said the centre is the Roman Catholic 
Church's answer to the problems 
created by overseas employment 
































Aat from organising pre-departure 
seminars for workers and thei 
spouses, the centre also Occasiona 
sends a large number of religious and lay ~ 
volunteers into the rural areas to have a 
first-hand look at the work- 
ers’ families and try tosolve 
problems that may be crop- 
ping up. This type of aidis 
often mixed with lessons om 
Christian morality 
The centre is also in- i 
volved in a Sunday radio | 
programme directed toe 
wards overseas workers d 
and their families. The late- 7 
night programme presents — 
in soap-opera form certaim 
problems encountered by 7 
workers and their families - 
and tackles possible solu- 
tions. E 
An added problem is that 9 
the overseas workers and 3 
their families are easy > 
targets of unscrupulo 
characters, including illegal. 
recruiters, swindlers, loan 
sharks and profiteers — all” 
attracted by the smell ofthe 
greenbacks that the workers 
earn. Nonetheless, judging 
from the daily queues that 
form outside offices of re 
cruitment agencies, ^ 
general view seems to be 
that despite all these risks, 9 
getting a job overseas is still. P 
regarded as one way towards prosperity. f 
And, to be sure, the government 
continues to encourage the “export” of - 
manpower. However, recent projecta 
cutbacks in many Middle East countries 
— owing to declining revenues from 
crude oil — point to a possibly quite 7 
serious problem in the future: the ab- 
sence of enough well-paying jobs to ac- 
commodate workers coming home. " 
This possibility is already evident in. f 
the attitudes of some returning workers i 
— though still in small numbers. One 1 
recent incident should make policymak- 
ers sit up: on 4 August, one former over- 
seas worker, unable to get over the 
thought of being without a job and sepa- 
rated from his wife, hanged himself. fg 
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- LITERATURE 


| A: two decades of Stalinism many 
l i , Y 


Western writers, from George Or- 


- well to the Polish poet Czeslaw Milosz, 


- tried to describe and understand “total- 


( 


Y 


| Marian man" — an endeavour made 
| acute by the fact that many other West- 


rn intellectuals still thought the Soviet 
‘Union was a workers’ paradise. The ul- 
timate horror in Orwell's or Milosz's vi- 
sions was not so much the enslavement 


and murder of millions. What con- 


| Dum 


“cerned them was the systematic destruc- 
tion of the human spirit. 

= 1t was not enough for totalitarian 
man not to resist the Russian Marxist 
faith; he had to believe in it, completely, 
and forget about everything he had be- 
lieved in before. Totalitarian man had 
to regard the murder and enslavement 
of millions as normal, inevitable and ut- 
terly necessary. History, that is the 
»oviet version of Marxist history, de- 
manded it. 

- Milosz argued in his most famous 
book, The Captive Mind, that the gener- 


"ation raised in the old world, before 


Stalinism took over, would live in a state 
"of schizophrenia. Old values would re- 
fuse to go away completely. He gives 
the examples of Polish writers who be- 

ime believers in the new faith, and in- 


2d attained high positions by doing 


7 = 


[4 


$0, but still ended up committing 


Suicide. It was the next generation, 


| those who had been born under 
Stalinism, who, so Orwell and Milosz 
implied, would be real totalitarians, 
‘Spiritual eunuchs for whom the new 


- order held no horror. 
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The Chinese writer Zhao Zhenkai 


was born in Peking in 1949, the year 


^ 
8 
r 
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hie" 


"Chairman Mao imposed the New Order 
on China. Zhao grew up with Stalinism, 
or at least the Chinese variant of it, and 
10uld have been the perfect totalita- 
in man. His book, first published in a 
linese literary magazine in 1979, and 
ow beautifully translated into English, 


Lo 


is one of the most depressing, bleakest, 


indeed horrible books written about life 
in modern China. It is also the most 
_ hopeful book to emerge from the ashes 


1 


of the Cultural Revolution. (Ironically, 


it may have been the sheer anarchy of 


that “revolution” which broke the 


Stalinist regimention of young people's 


- that he is not a totalitarian man. And if 


minds.) — 
. In the first place, the fact that Zhao 
refuses to see horror as normal proves 


he is not, then most of his readers are 


— not either. This in itself is a reason for 


els 


- hope. But writing about human suffer- 


Democracy 


| Hope from the ashes 


| Waves by Zhao Zhenkai. Translated b 


y Bonnie S.McDougall and Susette Ternent 
Cooke. The Chinese University Press. 


HK$38 (US$5). 


ing, broken relationships, smashed 
family ties, disillusion and despair, all of 
which Zhao describes vividly, does not 
make him unique in modern Chinese lit- 
erature. That is precisely what the writ- 
ers of the so-called Literature of the 
Wounded did several years ago. 

There is, nevertheless, an important 
difference between Zhao and these 
writers. Refreshing as their testimonies 
to the failings of the Maoist faith may 
be, they still wrote according to care- 
fully prescribed formulas. The heroes 
and villains were clear. People suffered 
not because of the party or the state, or, 
God forbid, communism itself, but be- 
cause of the Gang of Four, which had 
distorted the faith for its own evil ends. 
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wall: changing the terminology. 
It suited the new order under Deng 


Xiaoping perfectly for writers to point 
this out. 





paces in Zhao's stories are implied, 
but not addressed directly. In a 
totalitarian society, refusal to be politi- 
cised is itself a form of subversion. It 
comes dangerously close to what com- 
munist leaders would call *bourgeois 
humanism." To refuse politics in this 
context is also to break away from com- 
munist jargon. 

This is important, as language is one 
of the main instruments of per op- 
pression. Communist ideo ogy has an 
entirely consistent system of ogic. By 
sticking to the jargon of dialectics one 
cannot challenge this logic. By changing 





the terminology, one changes one’s sys- 
tem of thought, and this ts what com- 
munist leaders fear most. 

Only in very few instances do Zhao's 
characters refer directly to the political 
system they have to live with, as when 
two lovers go to see a film, full of the 
usual jos atat ""[Us strange, apart 
from us, how can so many people bear 
to sit through a film like that,’ Xiao Ling 
said. ‘Like enduring life, it’s not so 
hard,’ I said. 'But its supposed to be art, 
after all.’ She took a red gauze kerchief 
from her pocket and tied it over her 
head. 'It always seems to me that the 
people who make these films must be 
sick in the head . . .' ‘It’s the state ap- 
po that's sick.’ “Shh . . .' She put 

er finger to her lips and looked 
around." 

So much for those people who still 
like to believe that the Chinese do not 
mind the nonsense they are fed, because 
they do not know any better. 

Zhao's theme is highly disturbing. 
for he shows how poopie can suffer so 

much that they almost lose 
the capacity tọ love. (The 
hope in his writing lies in the 
word almost.) In one story a 
father returns to his family 
after years of torture and 
humiliation in the coun- 
tryside. His daughter who 
was persecuted for being 
the offspring of a class 
enemy is so alienated from 
this human wreck that she 
cannot even feel pity. She 
cannot really feel anything 
at all. Her mother comforts 
her in the only way left, 
by saying that “everything 
will pass.” The daughter 
answers: “Everything will 
pass. Huh, it’s so easily said, 
but can 20 years be written 
off at one stroke? People 
are not reeds, or leaches, 
but oysters, and the sands of 
memory will flow with time 
to change into a part of the 
body itself, tear drops that will never 
dry.” 

Even in translation (and this is a tri- 
bute to the translators) this is superb lit- 
erature. Not only does Zhao display an 
astonishing depth of feeling ‘and 
philosophical insight, but an extraordin- 
ary gift for language. Here he truly 
Stands out from his contemporaries and 
predecessors. 

Many post-Mao novels have been in- 
teresting for what they told us about 
Chinese life, particularly life during the 
Cultural Revolution. As literature, 
however, most fail to be more than 
mediocre. Zhao has the gift to be a great 
writer. Let us hope and pray he will get 


the chance to fulfil this promise. 
— lan Buruma 
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Choosing the right XO is easy 
when you can afford Rémy Martın. 





THE XO COGNAC by REMY MARIIN 


Exclusively Fine Champagne Cognac 


In Singapore 
even our smallest guest receives 
our fullest attention 


à x ~, 
E 

x | 4 

« "a 
" — 


A small thing... A special touch... 


The New Otani is a big city hotel with all the facilities and 
services you'd expect of a 5-star hotel. But 
with 400 rooms, we’re small enough to devote 
special attention to the smallest details (even if 
they’re 3 feet tall and weigh all of 60 pounds!). 






On the banks of the historic Singapore River 
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HOTEL NEW OTANI SINGAPORE 
i EM vc 177A River Valley Road Singapore 0617 


Tel: 3383333 Telex: RS 20299 Sinota 





For reservations and information, please contact The New Otani International Sales Offices. 
, 
Reservation can also be made through Utell International, Int'l Airlines or Travel Agents throughout the world 








WWF Kojo Tanaka BCI 


The 
Giant Panda 
needs your help 
to survive 


ONCE every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then dic off. And 
that's bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 

Please send contributions to the WW'F 
National Organisation im your country or direct to. 
WWF International, 1196 Gland, 

Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Revieu 
Advertisement prepared as a public service by Ogih 
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THE MD-80s 


The People’s Choice. 


PROFITABLE 


Our MD-80s have the lowest 
cost per seat mile of any 
medium-range twin-jet in 
operation today. 


PREFERABLE 


Our MD-80s are preferred 
by passengers by three to 
one over other planes in 
their class. 


EXTENDABLE 


Our longest-range MD-83 
can fly 155 passengers 2,500 
nautical miles, at a cost per 
seat mile at least 12 percent 
lower than that of any com- 
peting twin- or tri-jet. 


ADAPTABLE 


Our new MD-87 can fly short- 
or medium-range routes and 
significantly reduce trip costs 
on both. 


THE MOSTABLE BODIES IN THE AIR. 


Remarkable. agement systems, and an optional head-up display. 
That may be the best word for our MD-80s. And all share similar engines, parts and flight 
All are designed to deliver maximum fuel decks, so ground crews and flight crews trained 

efficiency, cost efficiency, and passenger appeal. for one MD-80 are trained for all. 

All are designed to complement one another, The MD-80s. Profitable, preferable, extendable, 
giving airlines the operating flexibility to meet adaptable, remarkable. No wonder we call them 

a wide range of service needs. the most able bodies in the air. 

All offer the most advanced avionics, including 


digital flight guidance systems, performance man- MCDONNELL 
DOUGLAS 


c 1985 McDonnell Douglas Corporation 
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"THE BEST BUSINESS DEALYOU'LLEVER MAKE.” 





The Wings of Paradis 





f vou ‘re a good businessman 


appreciate a good deal and that 


what Air Lanka Business Plus rej 


, 
i 


value for money. A Business Pli 


with French champagne. PI 





f 


class cuisine. Plus finest i 

Plus plenty of room to conduct the busine 

of putting your feet up and expenencin 
in-flight care, that's Paradisi 
a lot more. Flying Business 


i / Deret 
a good deal of sense. Busine 
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i BUSINE PLUS 


A Clas sof Hs { irr 


ae = pm 


| 
Fd On the Wings of Paradise. w 





| 


The Look of Success 





How do you measure prestige and value in a car? Do you look for 
world-beating safety and outstanding quality? Do you look for 
performance, handling and legendaty reliability? Do you look for 
unequalled durability based on superb workmanship? Do you look for.a 
host of built-in luxury-and-comfort features? | 

If so, what you're looking for sounds remarkably like the cars in 
the new Volvo 760 series and 740 series. 

But don't just take our word forlit. You can visit your nearest Volvo 
showroom and see for yourself 

There's the versatile 740 GLE, and the exciting 740 Turbo. The 
luxurious 760 GLE and the high performance 760 Turbo. All of them 
safe, reliable and very Volvo. 


For further information, please contact: BRUNEI United Motors Sdn Bhd. Bandar Seri Begawan, HONG KONG: Cimbria Motors Ltd 
INDONESIA. Pt/Central Sole Agency, Jakarta, JAPAN: Teijin Volvo Corporation Tokyo, MALAYSIA. Federal Auto Holdings Berhad Kiyala Lumpur 
GAPORE: SM Motor$ Pte Ltd, SOUTH KOREA: Arlee Associates Ltd. Seou TAIWAN. Cannon Taiwan Limited. Taipei. THAILAND Swedish Molors Corporation Ltd 
Bangkok. For persona! export. please contact your nearest Volvo Dealer or Volvo Tourist & Diplomat Sales. S-405 08 Goteborg, Sweden 
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Facts about today’s 
corporate environment. 





You need to know your way around 
when you deal in the international sphere. 


So you need a 
lobal merchant 
ank. One that meets your 


international financial needs with 
a broad range of capabilities from 
swaps to trade finance. 

First Interstate Bank, Ltd. 

The First Interstate merchant 
banking group—with capital markets 
offices in London, Tokyo, Hong Kong, 
Los Angeles, Chicago, and New York— 
ranks among the top performers world- 
wide. We have expertise in areas such 


as Eurobond underwriting, private 
placements, and currency swaps. And 
we have arranged over $9 billion in 
interest rate Swaps, 

First Interstate's network of affiliate 
banks in all major West Coast ports 
can handle your trade finance needs 
throughout the Pacific Rim. Our world- 
wide network gives vou 24-hour trading 
capability in foreign exchange trans- 
actions in addition to a full array of 
international financial services. 

Backing these services are the 
strengths of the eighth largest U.S. bank- 
ing company, with over $46 billion in 


assets. 36 international offi 
more than 1.100 full-service nking 
offices in 15 states 

When vou need a global merchant 
bank.come to First Interstate Bank, Lid 


Contact your nearest First interstate 


todav and gel 


relatiol Ishi] ) Manage 
world 


) ex] eriernct 






First 
_ Interstate 
Bank Lta 





antas. 
The Pioneers of 
Business Class. . 


Australia has pioneered two great firsts in the history of 
flight. That strange device, the boomerang. And the world’s 
only airline to specialise in long distance flight . . . Qantas. 

Qantas flies its passengers longer distances than any 
other airline. And it's because we understand so well the 
needs of the long haul traveller, that we developed several 
new ways of making the trip seem shorter. 

We were the first international airline to introduce 4 
Business Class — so we've had the most time to make the 
most advances in this area. And we're still making them. 
For example, the comfortable, built-in legrests 
fitted on our Business Class 
Chairs — another way that 
Qantas still leads the way. 

Qantas Business Class also offers a selection of fine 
wines and champagne to accompany a choice of haute 
cuisine, impeccably served on bone china. Other privileges 
of the Class are fast, separate Check-In, Priority Baggage 
Handling and, when available, use of the Captain’s Club 
Lounge — all designed to get your trip off to a smooth, 
relaxed start before you even board the aircraft. 

So when you’re flying long 
distance, fly the long distance specialist 

. Qantas. Once you’ve experienced our 
Business Class, like the boomerang, 
you'll keep coming back to us. 
























MOANTAS 


First in Business Class 
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HISTORY 


Deification of a spy 


Target Tokyo: The Sto 
Donald M. Goldstein and Katherine V. 


ichard Sorge has gone down in the 

history of World War II as the spy 
who warned Stalin, from a Tokyo listen- 
ing post, that the armies of Nazi Ger- 
many were going to invade the Soviet 
Union. He also predicted just about 
when this would happen. Sorge was 
Stationed in the Japanese capital as a 
correspondent for the Frankfurter 
Zeitung, even under a Nazis a respected 
daily, and he was a confidant of the Ger- 
man ambassador. The Japanese secret 
service eventually tracked down Sorge 
and his associates, and he was hanged. 

Today, Sorge is an official hero in the 
Soviet Union, where the KGB has its 
own public-relations campaign, de- 
signed to allay public fears and picture 
itself as an assembly of patriotic heroes; 
a Moscow street has been named after 
Sorge. a postage stamp issued in his 
memory, and just now a somewhat sur- 
realistic sculpture has been unveiled, 
symbolising him as à superman who 
could veritably walk through walls. 

The Sorge legend has spawned sev- 
eral colourful books during the past four 
decades; but now we have what must 
surely be the definitive Sorge bio- 
graphy, from the research of Prof. Gor- 
den Prange, who was professor of his- 
tory at the University of Maryland, in 
the US, and chief of the historical sec- 


of the Sorge Spy Ring by Gordon W. Prange, with 
illon. McGraw-Hill Book Co. US$24.95. 


tion under Gen. Douglas MacArthur in 
Japan. He did not live to see this mam- 
moth work published, but his two asso- 
ciates have completed it with meticu- 
lous care. 

The result is admirable, but a bit 
overwhelming. Do we care enough 
about Sorge, whose key reports to Mos- 
cow were, after all, ignored by Stalin, to 
work our way through nearly 600 pages? 
As it turns out, this is more a book for 
specialists than for the general public, 
unlike Prange's two earlier books, Ar 
Dawn We Slept (about Japan's attack on 
Pearl Habour) and Miracle at Midwav 
(about a key battle of the Pacific War). 


pe puts Sorge's career and per- 
sonality into perspective. He gives 
us insights into the spy's ideological 
commitment to Marxism and the Soviet 
state, his skill in camouflaging his views 
from the Nazis, his chameleon-like abi- 
lity to play multiple roles in Berlin, 
Moscow and At and his profession- 
al skills as an intelligence officer operat- 
ing in an intricate environment. 

While giving historial due to Sorge's 
ublic roles as a boozer and womaniser, 
range's account carries the air of de- 

tached admiration for a complex, dedi- 
cated, doomed antagonist to the Nazi 
cause. The result is scholarship with a 


He could walk through walls 


n memory of Richard Sorge, a sym- 

bolic “sculptural composition" has 
been erected on the Moscow street 
named after the legendary Soviet es- 
pionage agent in wartime Japan. Tass, 
the official Soviet newsagency, recalled 
(7 May) that Sorge had served as a 
"Soviet intelligence man," and added: 

"Richard Sorge, an ardent patriot 
and internationalist, devoted all his life 
to the defence of the Motherland. Being 
a staunch communist, he served the 
Motherland devotedly. Sorge named in 
advance the exact date of Hitler's inva- 
sion of Soviet territory, informed the 
Soviet command that the eastern bor- 
ders were not threatened with an attack 
by Japan. 

"Being a correspondent of the news- 
paper Frankfurter Zeitung in Tokyo, he 
was getting top secret information, and 
it seemed that no obstacles were insur- 
mountable to him. Therefore, it is sym- 
bolic that the authors of the monument 
portrayed Sorge as a man passing 
through a wall, a man to whom nothing 
was impossible." 

Hanako Ishii, who was Sorge's com- 
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nion during most of his dramatic 
okyo years, today is an energetic, out- 
spoken woman of 74. She lives in a small 
wooden house in Mitaka, outside Tokyo, 
and supplements her modest pension by 
renting a few rooms to students. To 
^ Sorge was neither 
the alcoholic nor the women-chaser de- 
scribed in most of the biographical ac- 
counts. 

Interviewed for the West German 
weekly Die Zeit (16 August), Hanako 
maintained that Sorge's scenes of public 
drunkenness were simply part of his 
camouflage tactic. And only once did 
she confront him about his photographs 
of another woman, who turned out to be 
Helma Ott, wife of the German ambas- 
sador; Sorge assured her that the affair 
was over and done with. 

Hanako and Sorge did not live to- 

ether, but she was the only woman who 


d a key to his apartment and visited 
him often. They originally met when she 
was a waitress at a German restaurant in 


Tokyo's Ginza district. She was then 
known as Agnes. Hanako says that 
Sorge's fri ps, including his close 


human face. Prange concludes that 
Sorge had served well "the cause in 
which he believed and the nation for 
which he lived and died." And, though 
Moscow failed to credit his warning of 
the German invasion, Prange and his as- 
sociates note that he “did enough for his 
adopted homeland without our enhanc- 
ing his image," and though he did not 
achieve “a few spectacular coups of sur- 
passing importance, we can credit him 
with what in the long run was a more 
valuable service.” 


The book emphasises the point, so | 


often made by historians of intelligence 
operations, that judgment at the top can 


make or break even the most daring and 


efficient service in the field. Briefly, the 
authors abandon their academic detach: 
ment, give way to exasperation, and Say, 
that “such was Stalin's obstinate stupid- 
ity and wilful blindness that he and his 
hierarchy ignored not only Sorges 


warnings but also those from other 
sources much nearer the scene of ac 
tion.” On 6 November 1964, Sorge was 
proclaimed a Hero of the Soviet Union. 
— Martin Ebon 


contact with Ambassador Ott, were 


genuine. She still speaks of the war as — 


| 


"that product of the capitalist system," 
and traces her Marxist involvement to 
her pre-Sorge years, when she was 
friendly with a young student, a 
member of the Japanese Communist 


e ^ 

anako's own book on Sorge, Nin- 
gen Sorge (The Man Sorge), published 
several years ago, is still in print. She 
saw to it that Sorge's body was 


at the Tama cemetery, close to her own 


home. In the Soviet Union, Hanako was 
originally ignored, and Moscow autho- 
rities even alleged that he had a wife in 
Russia. But, since then, she has visited 
Roc e — times. No, e says, they 
never a possi marriage; 
and, no, she added, she never 
of ma anyone else: “I am much to 
self-assured to suit a Japanese man." 

— M.E. 
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N Oil refinery; BoJ: potentially far-reaching development. 


A stronger yen will not solve all Japan’s problems 


With much appreciation 






















_ By Charles Smith in Tokyo 
A Ithough the 10% appreciation of the 
AÑ yen against the US dollar which fol- 
lowed the Group of Five (G5) meeting 
an New York on 22 — may yet 
prove a temporary phenomenon, the 
higher rate has already been designated 
‘a welcome and potentially far-reaching 
development by almost all Japanese 
com 1entators. 
— Analysts at the Economic Planning 
"Agency, who have for long seen the 
“undervalued yen” as one of the main 
problems bedevilling Japan's external 
lations, believe that the shift to a 

- "realistic" exchange rate may eliminate 
- roughly half the underlying trade imbal- 
an ? between the US and Japan (with 
d nuch of the rest being attributable to re- 
cent disparities in the growth rates of 
the two economies). 
_ In monetary terms, a higher yen ex- 
change rate — if it proves permanent — 
Should enable the Bank of Japan (BoJ 
_= the central bank) to start adjusting 
- interest rates in the light of conditions in 
—tfhe domestic economy. rather than in 
| reference to the gap between rates in 
- Japan and the US. 
li Phe prospect of being freed from 
‘day-to-day worries about a sudden dive 
in the exchange rate explains why offi- 
- €ials at BoJ, in the days immediately fol- 
- lowing the yen's climb, stated re- 
. peatedly that the rate was at last moving 
- into a range that the BoJ regarded as 
— reasonable. Even so, the relief prom- 
- ised by the yen revaluation has to be ba- 
— lanced against the likelihood of some 

embarrassments in the short and 
- medium term. 

— In the very short term (roughly until 
- early 1986), Japanese economists ex- 
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pect the higher yen to mean an actual in- 
crease in the size of the trade surplus 
with the US, as the well-known J-curve 
phenomenon acts to raise the foreign- 
exchange value of exports. In the 
slightly longer term, a stronger yen 
could result in a fairly sharp decelera- 
tion of gross national product growth, 
making it more necessary than ever for 
the government to come up with mea- 
sures to reflate the domestic econ- 
omy. 

Economic forecasters in banks and 
trading companies are reluctant to 
speak out openly about the precise bal- 
ance-of-payments effects of exchange 
rates — if only because the rate could 
easily change. But there seems to be a 
general consensus on two points. 

One is that Japan’s exports will be 
worth substantially more in dollar terms 
in the latter half of the current fiscal 
year (ending 31 March 1986) if the yen 
continues to float in the range of ¥210- 
220:US$1. The second point on which 
analysts agree is that a stronger yen will 
not immediately reverse the sharply de- 
clining trend of imports that has been a 
feature of Japan's economic perform- 
ance since the start of 1985. 





O* reason why a higher exchange 
rate will increase, rather than de- 
crease, the value of Japan's exports in 
the coming months is that the 40% or so 
of exports which are priced in yen terms 
will automatically generate more 
foreign-currency earnings than under 
the old exchange rate. Exports priced in 
dollars (including the bulk of machinery 
and consumer-goods shipments to the 
US) will not be directly affected by the 
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shift. But economists at the Ministry of 
Finance (MoF), as well as major trading 
companies, seem to feel that the prices 
of such goods will have to be raised to 
compensate for at least part of the ex- 
change-rate shift. 

“The US will accuse us of dumping if 
we don't adjust our dollar prices u 
after revaluation," said Hiroshi To- 
mizawa, director of the research depart- 
ment of the MoF's international finance 
bureau. In the view of Munemichi 
Inoue, an economist at Marubeni 
Corp., prices of export products such as 
cars are likely to be fe hA upinthe US 
by around 5%. The higher prices may 
be absorbed by dealers, rather than 
passed on to consumers. But this will 
still mean that Japanese exporters will 
be earning more dollars than would 
have been the case under the old ex- 
change rate. 

The impact of an exchange-rate shift 
on the cost of Japanese imports could be 
more dramatic than the effect on èx- 
ports, since the bulk of imports are paid 
for in dollars and other foreign curren- 
cies, which will now be worth less in ven 
terms. But it still seems unlikely that re- 
valuation will lead to a quick increase in 
import volume. About 70% of imports 
consist of fuels, industrial raw materials 
and unprocessed food products whose 
consumption levels are sensitive to 
changes in the pace of domestic eco- 
nomic activity rather than to price. 
A decline in the yen-denominated 
value of these goods may have very lit- 
tle effect on demand, MoF economists 
argue. a, | 

A reason for mild optimism about 
the short-term trend of materials im- 
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rts which is sometimes cited is that 
apan may need to step up those im- 
ports to compensate for a recent run- 
down of stocks. Some optimists believe 
that oil imports must turn up sharply be- 
fore long, in reaction to the 16.4% de- 
cline from year-ago levels registered in 
the first eight months of 1985. But fall- 
ing oil imports have reflected price 
declines on world markets as well as in- 
ventory adjustments in Japan (where 
imports were artificially boosted dur- 
ing much of 1984 by the prospect of a 
tax increase). A sharp decline in the 
value of food imports (down 10.1% in 
the first half of 1985) also seems to 
have reflected changes in world-price 
levels. 

The effect of yen revaluation on the 
volume of manufactured goods imports 
should be greater than on primary pro- 
ducts. Yet very few private-sector 
analysts seem to agree with the hopeful 
forecast by the Ministry of International 
Trade and Industry (Miti) that — with 
the yen at Y215:US$1 or less — an addi- 
tional US$2 billion worth of goods 
should be imported during the next six 
months or so. 

Analysts at major trading companies 
say that a 10% fall in the price of im- 
ported goods may be too little to pro- 
duce an immediate shift in established 
consumption patterns which favour 
domestic products. In the case of “com- 
modity" products — such as aluminium 
or petrochemicals — a 10% price cut 
might produce a fairly rapid effect. “But 
even in that case,” says one trading- 
company official, “we would need time 
to locate new sources of supply and to 
negotiate contracts.” 


he contrast between an immediate 

increase in the dollar value of ex- 
ports and a delayed boost to imports 
which most economists see as the main 
short-term effect of revaluation means 
that Japan’s current-account surplus 
may turn out to be anything from US$1- 
3 billion more during the current fiscal 
year than would have been likely with- 
out revaluation. 

Since the surplus was running some 
US$10-15 billion above official fore- 
casts even before exchange factors en- 
tered the picture, this difference might 
seem relatively marginal. But officials 
who have been keeping a nervous eye 
on US congressional reaction to Japan's 
trade performance during the past few 
months are plainly afraid that an extra 
US$3 billion or so of exports could 
tip the balance in favour of protection- 
ism. 

According to Tomizawa, politicians 
in the US Congress are unlikely to ap- 

reciate the technical factors involved 
in the relationship between exchange- 
rate shifts and trade flows, and he says 
they could see a new export surge as 
further evidence of lack of faith. In that 
case, the Nakasone government might 
be back in serious trouble by the end of 
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1985 — losing much of what has been 
gained by patient lobbying during re- 
cent months. 

If Japan manages to reach early 1986 
without losing control of the US trade 
relationship, economists believe that a 
reverse pattern should set in. By the sec- 
ond quarter of 1986, higher dollar prices 
for Japanese exports should start reduc- 
ing overseas demand while the cheap- 
ness of imports could begin to attract a 
wide range of foreign products into mar- 
kets that have previously been served by 
domestic manufacturers. 

Some economists think it possible 
that entire industries in the low value- 
added sectors of the Japanese economy 
eventually will have to make way for im- 
ports (examples quoted by one analyst 
included most types of stationary equip- 
ment and a wide variety of “basic” steel 
products including corrugated-roofing 
sheets for the building industry). 

Greatly increased imports of simple 
electronic components are foreseen by 
Miti, with the main beneficiaries includ- 





ing newly industrialising countries such 
as South Korea and Taiwan. Miti also 
believes that continued appreciation of 
the yen could open Japan to imports of 
machine tools from Western Europe, 
though Japanese manufacturers would 
continue to dominate the market for 
smaller, numerically controlled ma- 
chines. 

In balance-of-payments terms, a 
"structural" shift to imports in 1986 
could cut at least US$5-6 billion off the 
surplus Japan would otherwise have 
earned from the rest of the world. But 
the impact of import growth (and export 
retrenchment) on domestic economic 
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growth could also be drastic, at least by 
recent Japanese standards. 

Economists at Sumitomo Bank see 
Japan's current-account surplus shrink- 
ing to US$40.3 billion in fiscal 1986 
(from the 1985 level of around US$50 
billion) and the GNP growth rate slip- 
ping to 1.7% if the exchange rate during 
the year averages ¥210:US$1. Another 
major city bank offers the provisional 
forecast that an exchange rate of 
¥200:US$1 could produce a surplus of 
US$39 4 billion and a growth rate of 
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final reason for concern about the 

side effects of a strong yen involves 
the possible impact on capital exports. 
Investments by Japanese institutions, 
and by some private individuals, in US 
Government securities began tailing off 
in August from the very high rates they 
had reached in mid-year, and they are 
believed to have halved again in Sep 
tember. 

But MoF officials believe that par 
of the caution shown By 
investors during the 
past two months may 
have been related to 
fears of precisely the 
kind of exchange-rate 
shift that occurred in 
the last week of Se 
tember after the G5 
meeting 

With the revalued 
yen an accomplished 
fact and with US and 
Japanese interest rates 
still far apart, officials 
believe that capital exe 
ports could again be- 
come a problem, 
threatening to cause 
downward pressure On 
exchange rates and ex- 
posing Japan to charges 
of “failing to make pro- 

er use of its savings” 
»y not investing them i 
the domestic economy. 

The solution to wor- 
ries about capital exe 
ports, as well as to à 
threatened slowdown 
of GNP growth, could 
be for the authorities to 
take decisive action to reflate the econ 
omy either by lowering taxes or by step 
ping up public spending in the 19 
budget. This would at least provide the 
Japanese with an opportunity to employ 
their savings in the domestic economy, 
instead of overseas. 

But the chronically cautious men im 
the MoF and the world of big business 
who effectively dictate economic polic 
do not yet seem to have reached thi: 
conclusion. Almost certainly caution 
will continue to be the watchword in 
1986. with a stronger exchange rate rep- 
resenting one of the few bright spots in 
an otherwise gloomy picture "n 
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| By Paul Handley in Jakarta 
qd gtwas another curious Indonesian elec- 
_ Wtion. Challenger Probosutejo, a flam- 
]- boyant businessman (and brother of 
| President Suharto), and incumbent 
| Sukamdani Gitosarjono, a prominent 
= merchant/hotelier (and close confidant 
‘| of the president) repeated their bitter 
| battle of three years ago for the chair- 
—manship of the national chamber of 
| commerce, Kadin. 
_ Lobbying for the candidates was so 
7 heavy during the organisation's recent 
four-day congress in a Jakarta beach- 
- side hotel that issues of Kadin’s role, or 
the current economic doldrums, were 
mot discussed. When Probosutejo ap- 
peared strong enough to unseat Sukam- 
dani, State Secretary Sudharmono, 
Suharto's right-hand man, descended to 
make the decision. After closed meet- 
‘ings, Probosutejo withdrew from the 
- race and Sudharmono made a speech di- 
recting delegates to vote for continuity. 
A third candidate, pushed by a strong 
_ block of young businessmen, cooled of 
his lobbying efforts. 
—— Even then, when the final votes were 
tallied, Sukamdani barely squeaked by 
_ Probosutejo, as he did in 1982. It was 
mot clear what, besides their strong 
mutual dislike, made the race for the 
.— position of the chairman so intense, and 
- what Kadin’s role as the official national 
| private business council is, if per- 
| sonalities dominate elections and the 
T Bo ernment, at the highest level, de- 
| cides the race. 
| “Kadin is like European chambers of 
| commerce, not an American one,” ex- 
- plains Mohammad Sadli, Kadin's sec- 
_ retary-general. It is the umbrella organi- 
- sation for all business associations offi- 
cially ny qti by the government. In 
this role, Kadin is a "partner" of the 
government, holding seminars with 
ninistries and meeting foreign visitors. 
= With Sukamdani as chairman, the 
| 17-year-old group has gone much fur- 
ther. But it still depends on handouts 
from the government and the wealthiest 
| Indonesian businessmen and cannot 
| Operate on membership dues. The lack 
| of benefits, some members of the 13 re- 
Bona! Kadins say they expect, leaves 
| theassociation open to criticism that it is 
| pny a business club. 
- . Sukamdani set Kadin in its role as 
| the senior business association in In- 
- donesia. The government began to re- 
| strict all government contracts to Kadin 
- members, forcing Kadin ranks to ex- 
pand rapidly, and also pushing every 
- Other business group into Kadin's em- 
race. Bills being proposed to parlia- 
ment are designed to set that into law, as 
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| A matter of influence 
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| Discontent flares up at Indonesia's prestigious business grouping 
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well as make Kadin a national registra- 
tion bureau for businesses. 

Sukamdani, too, increased Kadin’s 
involvement in international business 
relations. Any visiting trade or invest- 
ment delegation was obligated to meet 
with the Kadin leadership. The group 
took part in, and even organised, trade 
and investment promotion missions 
abroad. In a coup which left other busi- 
ness cliques envious, Sukamdani, 
through his close friendship with 
Suharto, pioneered this year’s establish- 
ment of direct trade relations with 
China. The Central Javanese business- 
man personally led some 120 delegates 
to Peking and Shanghai in August, re- 
turning to host a turnaround visit by a 
large Chinese mission. 

In building a businessmen’s group 
which works together with the govern- 
ment on official products, Kadin has 
elevated the posi- 
tion of businessmen 
in Indonesian socie- 
ty, according to Ed- 
ward Surjadjaya, 
Kadin member and 
director of the large 
Astra business 
group. “Most im- 

rtant is that Kadin 

as raised the posi- 
tion of businessmen 
here,” he insists. “It 
gives traders a sense 
of status.” 

It also gives the 
central Kadin leader- 
ship access to infor- 
mation and business opportunities, 
making it a business clique, unhappy 
members argue. During Sukamdani’s 
tenure Kadin has conducted many well- 
publicised seminars as well as the trips 
abroad, but regional and local mem- 
bers, especially the smaller business- 
men, complain nothing has helped their 
lot. “‘Pak Suk’ has learned to enjoy the 
trips abroad,” is the feeling. 


Tm feeling explains the strong re- 
sistance to Sukamdani's re-election, 
even for the brash Probosutejo. After 
being voted in only as vice-chairman in 
1982, he rarely participated in any 
Kadin activities, and seldom set foot in 
the national Kadin office. He went to 
China three months before Sukamdani 
reached agreement with the Chinese. 
With a sense of imperviousness rare 
among Javanese, Probosutejo made his 
complaints public in tours throughout 
the region, appearing to speak for the 
small businessmen. In one ironic speech 
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sponsored monopolies which contribut 
to the high-cost economy, a hot issue in 
the recent national economic debate. 
He did not explain his own monopoly on 
clove imports, however. 

More serious was the campaign of 
young businessmen, grouped in an as- 
sociation known as Hipmi, to get access 
to the business opportunities they feel 
are controlled by the Kadin leadership. 
Hipmi pushed its former chairman, Sis- 
wono, receiving support from Prob- 
osutejo. "We championed Siswono to 
represent the needs of the younger gen- 
eration: most of us grew up on govern- 
ment contracts," a Hipmi leader told 
the REVIEW. "But after Sudharmono's 
speech everyone was disinterested.” 

The Hipmi group managed to put 
two of its representatives, Siswono and 
Eric Samola, in as vice-chairmen. Sis- 
wono, a Hipmi founder, came in third in 
voting behind Probosutejo (each voting 
delegate had five votes). He told the 
REVIEW after the conference the Hipmi 
block is impatient with the soft pedal- 
ling ways of Sukamdani, who they feel is 
not aggressive enough to stand up for 
private business against objectionable 
government policies. Siswono says the 





young businessmen want Kadin to push 
for lower interest rates on bank loans 
and less government bureaucracy, espe- 
cially in the area of inspection and con: 
trols. “Acting as the partner of the gov- 
ernment does not mean we always have 
to support them." 

Sadli insists Kadin, like private busi- 
ness, is young in Indonesia, and thus un- 
able to speak out with one voice on is- 
sues facing business and industry, as 
foreign counterparts do. Yet Kadin 
members, and especially Hipmi mem- 
bers, regard the group as a source of 
business opportunities, and so they are 
not too critical of the government decid- 
ing what, or who is best for Kadin. 

"The government wants to put its 
people there," a Hipmi member 
explained, adding: “If you are going to 
get projects, you have to be a member 
of Kadin and Golkar. That is why I 
joined." Golkar is the nation's largest 
political group, of which Sudharmono is 
the chairman. op 
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come to the professionals. | 
Swiss Bank Corporation . 


“Foreign exchange is one area 
where the need for professionalism 
at every stage is glaringly ob- 
vious. We like to think that’s why 
so many customers come to us. 
And we're pretty sure 

that's why they stay with us." 

Arno Semadeni, 

Senior Vice President 


If foreign exchange is important 
to your business, you already 
know how much you need profes- 
sional advice as well as pro- 
fessional execution. The ability to 
anticipate sudden swings on 

the currency markets, and to pro- 
tect yourself accordingly, can 

be just as important as the split- 
second timing and vast 

network of contacts required to 
conduct the actual transactions. 
Our worldwide experience 

and organizational depth are big 
advantages on both counts. 
There's a historical aspect, too. 
We developed our foreign 
exchange expertise in response 
to our customers' needs. | 
And our customers have been t 
internationally oriented, 
and very exacting, for more than 
a century. 

So when you have a question in- 
volving foreign exchange, 

we're pretty sure we can help. 












Swiss Bank Corporatio 
Schweizerischer Bankvereli 
Société de Banque Suisse" 


The key Swiss bank q 
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General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. 
network (branches, subsidiaries and representatives): Europe: Edinburgh, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. ho 
America: Atlanta, Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogotá, Buenos Aires, 
Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sao Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. j 


. Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. 
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- By Husain Haqqani in Islamabad 
ncouraged by recent successes in 

| E finding oil and gas onshore, Pakis- 
| tan begins its first offshore exploratory- 
iE: rilling operation 129 km south of 
— Karachi in the middle of this month. Of- 
-ficials are wary of raising hopes too high 
‘over the offshore venture, saying that it 
—marks only the beginning of a data-col- 
lection effort to assess the country's 
oua. à 
_ Offshore-energy potential. 
-— "Although we have had a miracle in 
‘the form of onshore oil discoveries, 
hopes about offshore drilling must be 
realistic," said Muhammad Asad Khan, 
minister of state for petroleum and na- 
tural resources since 1983 and the man 
personally credited for the recent 
momentum in oil and natural-gas explo- 
fation. “We are only drilling our first 
exploratory well and ideally there 
would have to be seven to eight wells, 
well-distributed over all of Pakistan’s 
sea, before we get a correct assessment 
of our potential.” Asad quoted “casual 
_ observations of foreign experts," saying 
the country had somewhere near 26 bil- 
lion barrels of oil reserves, but scientific 
- data and technical surveys were lacking. 
— The government's Oil and Gas 
Development Corp. (OGDC) is sup- 
— ported by a Canadian Government loan 
of C$30 million (US$22 million) for the 
_ offshore venture, and the first well will 
be drilled in collaboration with Pet- 
—rocanada International. A US com- 
_ Pany, Atlantic Richfield (Arco) has also 
negotiated an offshore concession and 
— will start operations after the signing of 
_ a formal agreement, expected later this 
year. Negotiations are underway with 
"Occidental Petroleum and its partners 
- for a 4,500 sq. miles concession. 
— While offshore drilling is in a pre- 
—liminary stage, OGDC and the foreign 
oil companies have set a target of 21 
— exploratory onshore wells for 1985-86 
(e ding 30 June). During the past two 
years, Pakistan has had nine commer- 
cic | oil and four natural-gas discoveries 
—- an average of one discovery in every 
- 2.5 wells drilled. Oil production went up 
from 13,000 barrels per day (bpd) in 
early 1983 to almost 45,000 bpd in Au- 
gust, exceeding the Sixth Five-Year 
- Plan target of 20,800 bpd which was not 
‘expected to be attained before 1988. 
Biston spent some US$934 million on 
oil imports last year and the oil-import 
bill is expected to rise further. The 
Country currently uses 160,000 bpd 
"against an average of 120,000 bpd last 
year (reflecting the conversion of sev- 
‘eral power plants and cement plants to 
oil from natural gas). 

The new discoveries saved US$140 
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Underground success 


a akistan’s oil production is far ahead of the country's targets 


million in 1984-85 and savings on im- 
ports could go up to US$250 million 
during the current year. But the Petro- 
leum Ministry's successes have prompt- 
ed other government departments to 
call for cuts in allocations for oil explo- 
ration, on the grounds that it should be 
spent in areas where plan targets have 
not yet been achieved. 


p» also has affected the oil and 
natural-gas development program- 
me. Critics have publicly charged that 
reasonable ratios are not being main- 
tained between reserves and daily yields, 
meaning some of the newly found fields 
could be depleted or on very low produc- 
tion by 1988. Officials and oil-company 
executives reject such criticism, insist- 


| yielding 


a Tai 


E FOL , 
six minor oilfields and four 
major natural-gas discoveries. This 
compares with 33 exploratory wells — 
and 13 commercial oil or gas discoveries 
— in the past two years alone. Several 
foreign companies which invested in 
Pakistan left due to less-than-lucrative 
terms (as well as the uncertain political 
climate), some surrendering their con- 
cessions as they went. Now, however, 
fresh interest has been generated and 
several private companies are either en- 
gaged in or negotiating oil-exploration 
ventures. 

“We have successfully demonstrated 
the high potential of finding oil in the 
various geological provinces of Pakistan 
and this has attracted foreign com- 
panies' interest," observed Asad. He 
added: "Previously, it was thought oil 
was found in Pakistan only in the north- 
ern plateau and that too in limited quan- 
tities. Now, oil has been found in the 
central Punjab Plains and the [southern] 
Sindh province as well and the vield in 
some fields is quite high." 

The discovery of oil in the Sindh De- 
sert was a major breakthrough. The cost 
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ing it is in nobody’s interest to manipu- 
late production and production figures. 
“This country needs oil and they have to 
produce as soon as they discover,” a 
senior executive in a foreign oil com- 
pany pointed out. “Unfortunately, they 
started late and the effort has gained 
momentum at a time when oil explora- 
tion is a low priority worldwide.” 

In the past, Pakistan put relatively 
little effort into oil exploration. From 
1947 to 1983, 125 wells were drilled, 


of production in the area is low and 
compared with discoveries in the north 
of the country, the yield is higher. Three 
new oilfields in the area have proven re- 
serves of 52 million barrels and are cur- 
rently producing 20,000 bpd. Six more 
discoveries in Sindh have yet to go into 
te iot and reserves in these fields 
ave not yet been estimated. 

The discoveries in the Indus Basin 
have been made by Occidental, Union 
Texas and OGDC — while Pakistan 
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mo est quantities of oil 


the Potwar area near | 


Tshmabad. "Cndeisions have been 
negotiated. With several other private 
| companies including Arco and Jackson 
-Oil of the US, Crescent Oil and Rio 
oth based in the Middle East), 


lo wiss Oil Co. and. Kuwait Na- | | 


Petroleum Co. 
ustans Dawood group has be- 


the first local private investor in | 


: xploration since the 1960s and their 
ational Energy will soon start drill- 


ing in Sindh with backing from Arab in- | 


| vestors.. 


pakistan has also revised some of the 
terms for foreign private-sector 
companies involved in oil exploration. 
Foreign investors can now repatriate 
profits in convertible currencies, and 


import machinery and equipment for | | 
exploration and drilling free of customs | | 


duty and sales tax, Payment to the gov- 
ernment (including royalties and in- 
come tax) is not to exceed 330 of pre- 
tax profit nor be less than 50% of pre- 
tax and foreign personnel are allowed 
tax and duty concessions. 

Oil prices are based on international 
rates and natural-gas.prices, which have 
been lower in Pakistan. than in world 
markets, have been adjusted upward, 
though they are still short of world 
rates. Petroleum Ministry experts sav 
further concessions are being consi- 
dered for foreign firms to make oil ex- 
ploration more attractive. “We will 
allow. them to make more money — pro- 
vided they expedite discovery and pro- 

duction,” one official remarked. 

The EN spent e 1.86 bil- 
lion (US$S117.7 mi lion) on oil and patu- 
ral-gas development in 1984-85 and 
Rs 2.31 billion has been allocated for 
the current vear. Foreign companies are 


estimated to be spending around the 


same amount, but observers say more 
investment is needed to make up for 


time lost in previous years when invest- | 


ment in the energy sector was either ig- 
nored or wrongly made. For the past 
several years, the country has suffered 

| severe energy shortages in peak de- 
 .mand periods and the oil-import bill has 


: ed mounted — with an increase | 
4 in ois s 


are in the energy mix. The 
country has 12 trillion ft5 of proven na- 


tural-gas reserves, but low prices have | 


kept foreign investors away from de- 


veloping them, while the government | 


lacks the resources to pay for this effort 
itself. | 
According to Asad, Pakistan could 


achieve self-sufficiency in oil produc- | 


tion if the present momentum of explo- 
ration and production is maintained, 


though the government is reluctant toc 


set targets for fear it wouk Taise false 


Asian international Hardware Ex 
3rd Presentation | 
20-23 November 198: 
World Trade Centre, Hall 4 
Singapore 


* AIHEX is South East Asia's larg 
hardware show. |... 


"© AIHEX has be 


include a specia ial sectie ion deve Jte 
Housewares, Tabl eware. Lawr 
Garden and DIY products. 


** For the very first time, AIHEX '85 


will be fully computerised. 
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Cannery workers: protected under new law. 
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A spanner in the works 


Business opposition stymies Taiwan's reforms 


| By Carl Goldstein in Taipei 


| M: than 14 months after its initial 
passage, Taiwan’s Labour Stand- 
-ards Law (LSL) continues to generate 
controversy. Although the bill remains 
largely unimplemented, it has aroused 
"intense opposition from many business 
representatives who blame it for plung- 
ling domestic investment and other eco- 
nomic ills. Backed by influential gov- 
ernment officials in the economics and 
finance ministries, they have proposed a 
variety of changes aimed at weakening 
the law. 

At the same time, the LSL's backers 
— particularly Interior Minister Wu Po- 
hsiung and others in his department 
who have participated in drafting the 
legislation — have attempted to mar- 
shall support for the law, which is in- 
tended to give more than 3 million 
workers enhanced pensions and other 
benefits (REVIEW, 6 Sept. '84). The bill 
was passed in August 1984 after more 
than 10 years of research and debate. 

In a bid to break the deadlock over 
the law's implementation, the Execu- 
tive Yuan (Taiwan's cabinet) ordered 
the establishment of a new committee 
on 1 October to further examine the 
problem. The move had all the ear- 
marks of a manoeuvre to buy time by 
Premier Yu Kuo-hwa. 

Adding to the passion of the debate 
is the unexpectedly sharp economic 
downturn that has gripped Taiwan since 
the end of 1984. Exports in the first 
eight months of the year declined 1.3% 
over the comparable period last year, 
and real economic growth for 1985 is not 
expected to reach 5%, despite the gov- 
ernment's original prediction of 8.5%. 
With many export-oriented companies 
hurting, arguments that they could not 
afford the added burden of new labour 
costs have gained credence. 

The new law requires companies to 


provide pensions equivalent to a maxi- 
mum of 45 months’ salary for workers 
with 30 or more years of service. It also 
contains provisions for increased sever- 
ance benefits amounting to one month's 
salary for each year worked. 

The now-supplanted Factory Law 
had provided for a maximum pension of 
35 months’ pay and severance benefits 
of only a third of a month's salary 
beyond the first three years of service. 
In addition, the old law only covered the 
roughly 2.3 million-strong workforce in 
the manufacturing and the mining sec- 
tors. The LSL brings construction work- 
ers, agricultural workers and fishermen, 
communications and transportation 
personnel, and employees of state- 
owned utilities under the protection of 
the law. 


S: far, assessing the impact of the LSL 
remains largely a theoretical exer- 
cise, despite the blizzard of judgments 
issuing from various quarters during re- 
cent weeks. The central retirement re- 
serve fund, to which employers will be 
required to contribute a proportion of 
pavroll, has not yet been set up. A gov- 
ernment-sponsored think-tank is still 
studying the question of how much com- 
panies in various industries will be re- 
quired to pay into the fund. Another 
central fund to give workers back pay or 
severance benefits if management fails 
to do so also awaits action by the Execu- 
tive Yuan. 

Figures on how many workers were 
covered by pension plans before and 
after the new law was passed are dif- 
ficult to come by. According to one 
study by the provincial government's 
Department of Social Affairs, the 
number of companies to offer pensions 
barely changed from just before the 
LSL’s passage in August 1984 to March 
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of this year, increasing from just 165 to” 
170 companies. In general, only larger 
companies provide pension plans. Most 
foreign-invested firms have been rela- 
tively unaffected because they already 
have benefits equal to or better than 
those required by the new law. 

Those trying to prevent further 
weakening of the LSL may face an up- 
hill struggle, if past experience is a 
guide. When first promulgated, the law 
was intended by the Interior Ministry to 
extend pension benefits retroactively to 
all covered workers. Industry represen- 
tatives and Economic Ministry officials 
protested strenuously that smaller and 
medium-size companies could not be 
expected to shoulder the unforeseen ex- 
penses that would entail. 

As a result, the Executive Yuan 
overruled the Interior Ministry to estab- 
lish a two-tiered system in which work- 
ers would enjoy the higher standards of 
the LSL only for time worked since 1 
August 1984. Before that, the pension 
was to be calculated according to the old 
law. Still unsolved is the question of 
whether workers in industries and com- 
panies that previously had no pension at 
all should get anything for time worked 
before the new law. 


he cabinet also restricted the impact 

of the law by narrowly defining 

what constitutes the wages upon which 
pension and severance benefits would 
be calculated. Workers in Taiwan com- 
monly receive a variety of bonuses and 
subsidies for housing, food, or transpor- 
tation costs, which most workers regard 
as a part of wages, though they are given 
at the employer's discretion. Under thé 
ruling, none of these additions to the 
wage package were to be included in the 
salary for pension calculations. 

Chao Yao-tung, chairman of the 
overnment's Council for Economic 
lanning and Development, and Eco- 

nomic Minister Lee Ta-hai have both 
proposed modifications to the law to 
ease the burden on industry because of 
the economic downturn. High on the list 
of likely changes is the easing or elimi- 
nation of limits on overtime and night 
work for female workers. Both the elec- 
tronics and textiles industries rely heav- 
ily on female labour. Without the flexi- 
bility provided by overtime workers, 
companies say they cannot adequatelv 
respond to changes in the market. 

Another possible area of change may 

be to limit severance benefits. The Eco- 
nomic Reform Committee (ERC), a 
high-level panel of government. offi- 
cials, businessmen and academics, set 
up in May with a six-month brief to seek 
ways out of the economic downturn, re- 
commended that severance pay be li- 
mited to six months' wages. The ERC 
also raised the possibility of combining 
the LSL's pension plan with the pre- 
existing labour insurance programme, 
which is funded by worker and employ- 
er contributions. o 
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since it was founded in 1946, the Far Eastern 
Economic Review has been dedicated | | 
depth, authoritative analysis of the politica 
mic and financial affairs of every sinale 
the Asia/Pacific region. Boasting a stafi 
full-time correspondents and journalists | 
every country in the region, the Revien 
dered to be the leading publication on Asian affair 
in the world and deemed essential reading 
senior executives in business, banking ert 
ment and the professions 

Over 8595 of the Review's circulation | 
paid subscription, and in September 1984 a survey 
of Heview subscribers was conducted by Interna 
tional Research Associates (HK) Ltd 

Review subscribers are primarily top manade 
ment individuals who travel frequently. make key 
decisions for their companies and wield enormous 
purchasing power 

For a complete copy of the Review Subscriber 
Study please write on your company's letterhead 


LOOKING FOR ELECTRIC MOTORS? 





Then you should call 
ELECTROEXPORTIMPORT 


IePHne4©ra 


we Offer a wide range of TEFC motors from 
0.25 kW (1/3 HP) to 1,250 kW 


e squirrel cage rotor standardized motors 
3-phase, asynchronous, ASI and MA types 
® slip ring motors, 3-phase asynchronous, AFI type 


2 | 
e |P55 protected motors and class F insulation This could save vou 


e flame proof motors, 3-phase asynchronous, ASA type 


€ low vibrations motors and 2-3 speeds motors from bankruptcy 


Single phase motors, A.C. and D.C. including | (or at least a very heavy loss) 


€ universal motors, drip proof, with centrifugal switch 
® washing machine motors > - 
€ refrigerator motors p 
e car equipment motors, etc 
€ compressor motors 








Ceiling fans with 5 speeds 
Bench grinding machines, different sizes 
Electric saws, wood lathe 


For detailed information please apply to 
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Foreign Trade Company 
Bucharest Romania 
216, Calea Victoriei 
Telephone: 50 28 70 
Telex: 11388 














e Securities Exchange of Thailand. 
SET) under its new president, 
€y Phadoongsidhi, will continue to 
high priority to encouraging more 
ngs and attracting foreign invest- 
it. But with domestic economic con- 
is depressed and foreign investors' 
upbeat attitudes towards Thailand 
g turned sour, these tasks may 
difficult, at least in the short term. 
doctorate-degree holder in busi- 
; administration, former academic 
latterly managing director of a gov- 
ent-controlled finance company, 
ruey took over the SET presidency 
September, less than a week after 
bortive coup initiated by a number of 
atisfied former army officers. Apart 
1 adversely affecting tourism, many 
ck analysts agree that the rebellion 
s shaken foreign confidence in 
gkok's stockmarket. 
he market saw the first significant 
‘ge in foreign investment during the 
al quarter of 1984. According to a 
| Mok Bank report, the Baht 1.18 



























í * Sricharatchanya in Bangkok 


side from dampening investment 
and undercutting domestic-orient- 
jianufacturing, the economic slow- 
which began early this year will 
Thailand some 350,000 jobs in 
ccording to a recently released 
ic report by the Board of Trade 
a private body grouping the 
's leading businessmen. 

€ is no breakdown on the jobs 
a figure covering rural, indus- 
| commercial workers. But BoT 
said a large portion are coming 
h retrenchments in a variety of 
sses which have closed or re- 
d their operations. Putting the cur- 
unemployment rate at 1.7 million 
roughly 675 of the workforce — 
report predicts atleast 300,000 work- 
ill become redundant next year. 
stated in part: "The economic out- 
in 1986 remains discouraging. Cer- 
sectors such as construction which 
iajor source of employment will be 
rained by the government's budget 
e policy to slow down major con- 
on projects. The textile industry 
gest manufacturing- sector em- 
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billion (US$s1. 5 million: at pre-devalua- 
tion exchange rates) trading accounted 
for by foreign investors last year repre- 
sents 5.5% of total market turnover, or 
more than double the level achieved i in 









Despite unfavourable economic con- 


ditions this year, 


that kept the market afloat during the 
first two quarters. The Baht 910 million 
trading by foreign investors in this 
period accounts for roughly 5% of total 
turnover. Although third-quarter fig- 
ures are not yet available, market 
sources confirmed that foreign invest- 


ment has substantially slowed down in 


recent months, 

The disappointing overseas response 
to the Bangkok Fund (REVIEW, 19 
Sept.) was attributed to foreign fund 
managers’ negative impression about 
the performance of the Thai economy. 
And it has become clear that the violent 
rebellion on 9 September, which left at 
least five dead, was an added drawback. 


ployer with about 600,0 000 people — ERE 


facing the prospect of massive. layoffs [if 


the controversial Jenkins Bill is passed | 
in its present form]. Other neustnes 


will not have recovered .. 
Government figures — the car-as- 
sembly and the liquor and cément in- 


dustries are the worst hit. In the first | 
eight months of 1985, production | of | fi 


E the 1985 gop 


motorcycles, cars and liquor fell 29:695, 
22.7%, and 11.6%, respectively while. 
cement production declined marginally. 


of gloomy forecasts for 
omy. It put this year’s gross don 
product growth at 4.8% — the: 
the revised projection of 
Thailand (the central bank). 
private institutions have adjusted their 
estimates to 4-4.5%, i 
Like most analyses of the Thai econ- 









foreign funds con- | 
tinued to provide the sustaining force - 


| as much as hoped. for, 
- Baht 73 billion (US$2. 


; based, on 12. 
he BoT report is. the latest in a series si 111.276. 









ity." | | 

The Book Club tides has since de : 
clined steadily, losing 2.25 points be- 
tween 9 September and 4 October. 
Meanwhile, the average daily turnover 
| in the third quarter fell to Baht 65.99 
million, from Baht 73.29 million and 
Baht: 74.04 million i in the first and sec- 
ond quarters respectively. For the first 
time in recent years, trading on 25 and 
27 September dropped below the Baht 


10 million mark. 
|" an interview, Maruey was cautious 
about the impact of the 9 September 
upheavals, saying that the causes of the 
latest. declines were being studied. 
However, he conceded that the recent 
collapse ‘of several pyramid money 
funds and lower bank. interest rates, 
which © authorities - originally. hoped 
would give the market a positive boost, 
have not produced the desired results. 
The SET is banking on a major inter- 
national conference, entitled “Future 
Outlook .for Thai Capital Market," 
scheduled for 8 November, to bolster 
foreign confidence. Modelled. after a 
similar conference in late 1984 and ex- 
pected to be attended ‘by more ethan 100 











November and. .April's: tax increases. 
Forecasting 4.2-4.5% — growth ` 

1986, the report added: “Although a 
ricultural production. will expand, the 
aggregate value will stagnate due to 
weak crop prices plus an. ‘oversupply in 
the world markets. The mining sector 
and construction will remain sluggish. 
While selected industries may improve, 
| the gains will not be sufficient to Support 
_an overall decent growth.” 

Noting that the devaluation has not 
reduced imports nor increased expor 














deficit this yea D mar ; 
-Baht 70 had free 9 















In baht terms, the a projection is 
export h against 

















* rnings. this 
: | elow the govern- 
| ment's S revised minimum forecast. | 
_ Given the gen ral. expectation that 

















omy, the BoT assessment blamed un- | by gi 
favourable global economic conditions | cas 
and government austerity measures for | mod. 
the current ills. These include the 18% | expa 
bank-lending growth limit last year; the. — 


ii 15% baht | devaluation 
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foreign fund managers and prospective 
investors, the event will follow the 
fourth conference of East Asian Stock 
Exchanges to which Bangkok is playing 
Host. Timed to coincide with the SET's 
10th anniversary, the latter conference 
will be attended by the top echelons of 
13 exchanges from nine countries in the 
region. 

An advocate of foreign investment, 
Maruey also emphasised 
that growth should be ba- 


lanced with stability. 
"Foreign investment 


should be promoted be- 
cause it immediately al- 
leviates the country's bal- 
ance-of-payments prob- 
lems. It may be difficult 
for the market to expand 
without [the assistance 
of] foreign funds. How- 
ever, we must take the 
necessary precautions to 
ensure that they are 
genuine investors — not 
speculators," he com- 
mented. 

Despite concern in some quarters, 
there is so far no evidence of any blatant 
speculation by foreign investors. Offi- 
cial figures show that the bulk of foreign 
funds for stock trading remains in circu- 
lation here. Whether or how soon 
foreign confidence would return re- 


Export-Import of 
Power Generating 
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Hydro-Thermal-Nuclear 
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Siriluck: no compromise. 


mains to be seen. Maruey maintained 
that Thailand's sales pitch needs to be 
shifted from the short-term economic 
woes to the long-term growth potentials. 

Meanwhile, the other task 


of | 


broadening the market base appears | 


within easier reach. Conceding that the 
number of listed companies needs to be 
increased to cope with rising demand, 
officials expect three more listings by 
the end of 1985, includ- 
ing the state-run Krung 
Thai Bank. Only two 
have listed this year — 
dairy producer Foremost 
and Siam Food — mak- 
ing the current total at 96 
listed companies plus 
three mutual funds. 

A door-to-door 
proach to encourage 
prospective companies, 
started several years ago, 
will continue. However, 
some analysts believe 
that more could be done 
Aside from tax privileges 
— listed firms pay a 30% 
corporate tax against 40% for ordinary 
companies — the SET has yet to fully 
publicise other incentives that accom- 
panied last year's legal amendments, 
notably the right to publicly offer shares 
and debentures. 

Regardless of the short-term econo- 
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mic and political hurdles, the stockmar- 
ket under Maruey should function more 
smoothly than before. A mild-man- 
nered person whose character contrasts 
somewhat in this respect with that of 
his predecessor Siriluck Rattanakorm 
aides said Maruey has struck har- 
monising chord with the SET board, 
Siriluck's conflict with the board was@ 
major reason for her resignation 

Given Maruey's compromising nae 
ture, it is likely there will be less skif- 
mishes with stockbrokers in the years te 
come. Siriluck had won praise in many 
quarters as a tireless market promoter 
but her sometimes tough approach to 
regulation had offended many stock 
brokers. "We will try to find a middle 
ground t: act as both regul; itor and mar- 
ket promoter.” said Maruey 

In the short run, Maruey was ase 
signed by the board to concentrate On 
three immediate areas. Preparatory 
work on a shares depository centre, 
begun since Siriluck was in charge. %§ 
now 70% complete and should be ready 
for operations by mid-1986. A business 


| information and research centre — TO 
provide up-to-date data as well =% 
analytical trends for investors — may be 





operational earlier, depending on the 
arrival and testing of a computer sys- 
tem. The third priority is to establish a 
takeover code designed to protect the 
interests of small shareholders o 





The first step in starting a Power 
Plant Project is finding the right partner 


q3O0mcnege3co 


offers: 





€ turn-key power projects and equipment for power 


generation 


e hydroelectric power plants and hydromechanical 


equipment 


e thermal power plants and Diesel generating sets 

e equipment for nuclear power plants 

€ boilers, turbines, generators and other technolo gical 
equipment specific to power plants 


è hot water boilers 


district and industrial heating systems 
engineering, studies, designs, documentatio! 


know-how, technology. licences, techn 


ical assistance, 


staff training and service 


For further information apply to 


3Omzcnz3co 


Foreign Trade Company 


P.O. Box 22-153 
Phone: 50 66 82 


71101 Bucharest-Romania 
194, Calea Victoriei 


Telex: 011525 romeng r 
Cables: Romenergo Bucuresti 
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y Shada Islam in Brussels 

A fter grappling with the issue for 
Y almost four years, the European 
conomic Community has finally ag- 
ed to extend its much-publicised 
xport-Earning Stabilisation Scheme 
stabex) to all 36 least-developed na- 
ions on the UN list. In Asia, this would 
iclude Bangladesh, Nepal, Maldives, 
Jhutan, Laos and perhaps Afghanistan. 
Anc ther 27 least-developed nations 
the African, Caribbean and Pacific 


ACP) regions, which are also members 


already eligible for Stabex assist- 
ce. The EEC has set aside 950 million 
opean currency units (ECU, equal 
some US$796.2 million) for such aid to 
P producers of some 45 agricultural 
)ducts ranging from peanuts to dried 
EEC development experts have 
en considering the extension of 
abe to non-ACP countries for almost 
dur years. Unsuccessful attempts to get 
"mber-state approval for the proposal 
E 
D ~ 
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Therese Obrecht in Geneva 
à att's engine is firing again: after a 
" Ii. * * 
| three-day special session — the first 
kini 
| 


Aai 


š kind — convened in Geneva from 
eptember to 2 October, the 90 con- 
cting parties confirmed that “a pre- 
ratory process [which should lead to a 
/ round of multilateral negotiations] 
5 now been initiated." 
he special session, which was called 
by the US when the Gatt coun- 
ession of 19 July was unable to 
'ak the procedural deadlock on con- 
ing a high-level preparatory meeting 
EVIEW, 8 Aug.). did not, however, 
je the question of whether trade in 
"ices should be incorporated in a new 
ind. "We managed to find procedural 
ys out of procedural problems," com- 
ented one delegation member. A 
roup of senior officials, including rep- 
*sentatives from any contracting par- 
jes wishing to participate, was due 
) meet for the first time on 14 October 
ind report to the annual Gatt session in 
1e last week of November. 
Furthermore, it is understood that 
e senior officials’ group will examine 
he subject matter and procedures for 
he proposed negotiations in the light of 
he Gatt work programme and priorities 
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The EEC gives Asian commodity exporters a hand 


"the Lomé trade and aid convention. 


or the 1980s, as contained in the 


a 


were made by former EEC develop- 
ment commissioner Edgard Pisani dur- 
ing the Unctad VI conference in 1983. 
But Britain and West Germany insisted 
that the EEC should coorüindte its 
stance with the US and Japan. Since 
neither Washington nor Tokyo was will- 
ing to take "similar risks," the pum Wis 
shelved as *untimely" by the EEC. 

The EEC Commission, which sees 
Stabex as one of its prized innovations, 
began to insist once again this year that 
its proposals for an enlarged Stabex be 
re-examined in the 10 capitals. EEC 
development experts stressed that while 
the scheme would not cost the EEC any 
more than ECU 100 million for five 
years, it would go towards improving 
Europe's image in the Third World. 

The enlarged scheme is expected to 
cover Bangladesh, Bhutan, Maldives, 
Nepal, Laos and North and South 
Yemen. Although Afghanistan and 
Haiti are included on the list of potential 
new beneficiaries, EEC officials point 


nd One a draw 


he ormal steps towards new Gatt talks are under way 


ministerial declaration of 1982. The 
group will also consider the continuing 
changes in the trade environment so as 
to ensure that the Gatt is responsive to 
these changes. 

The reference to the "changes in the 
trade environment" méets the wish of 


the US and its allies (the EEC, Japan 


and Canada) that 
a new round 
should be as 
comprehensive as 
possible and in- 
clude services as 
well as merchan- 
dise trade. On 
the other hand, 
the reference to 
the work pro- 
gramme satisfies 
the hardcore of 
developing coun- 
tries led by the 
"gang of five" (Brazil, India, Argen- 
tina, Yugoslavia and Egypt). However, 
representatives of these countries em- 
phasised that their agreement to a pre- 
paratory process does not imply that 
they have dropped their objection to 
services being included in a new 
negotiating round. 
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if the Soviet Union withdraws from its 
territory,” said one expert. 

In addition to the products already 
covered by the scheme, the EEC will 
provide Stabex assistance for Ban- 
gladesh jute exports — but only for 
exports to the EEC. Special attention 
will be paid to utilisation of the Stabex 
transfers, which, says the EEC, must be 
used either to improve the performance 
of the commodity for which they were 
meant or for crop diversification. 

Countries will be entitled to ask for 
Stabex assistance for. commodities 
which represent at least 1.5% of their 
total export earnings. Transfers will be 
made when these earnings fall by 1.595, 
compared to an average calculated for a 
four-year period prior to the vear of ap- 
plication. But shortfalls in revenue caused 
by Ser di in trade policy will not be 
covered by the system, warns the EEC. 

EEC officials are hoping that news of 
their decision to extend Stabex will 
prompt other industrialised nations to 
take similar action. But, they admit that 
neither the US nor Japan are likely to 
change their position. There is hope, 
they say, that the Scandinavian nations, 
Austria and Switzerland will introduce a 
similar scheme. o 


It seems obvious that the will to com- 
promise was helped by the fear that if 
the Gatt deadlock was not broken, US 
President Reagan might have little 
leverage to ward off protectionist pres- 
sure from the powerful lobbies active in 
the US Congress. Gatt's director-gen- 
eral, Arthur Dunkel, linked the out- 
come of the special session with 
Reagan's recent trade-policy initiative 
(in which he announced he would seek 
authority from congress to negotiate on 
trade), as well as with the efforts of the 
group of five industrial countries to halt 
the appreciation of the dollar and to the 
meetings of the IMF and the World 
Bank, where decisions to tackle world- 


p| debt problems are expected to be made. 


It remains to be seen to what extent 


M these pressures will prevent the dispute 
4 Over services from breaking out again at 


the November meeting. The developing 
nations led by India — the most inflexi- 
ble — and Brazil still fear that industrial 
nations, led by the US, aim at establish- 


. ing bridgeheads for their service indus- 
» tries in Third-World markets without 


making concessions on their imports 
from developing countries. 

"Wait until Gatt tackles trade in ag- 
ricultural goods and rules on FO peie A 
designed to protect domestic indus- 
tries,” commented onë observer. These 
issues might prove even more divisive 
than the split over services. And there is 
little hope that the spirit of free trade 
will be resuscitated, in the context of a 


new trade round. S oOo 
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‘A free night in KLMS 


Surprising Amsterdam?" 


—— — D: 


" Yes-it's the 
Stay-on-the-Way offer.” 


Flying KLM’s Royal or Business Class 
on an intercontinental trip via Amsterdam? Then 
discover something special: Stay-on-the-Way. 
From the Holland Promotion Foundation. 

Just look what you can enjoy: a free hotel 
room — either for one night or one day in an 
Amsterdam top hotel. A 40 guilders meal 
voucher (app. US S 15). Plus free bus transfers 


between the airport and the city terminal. 

Fly KLM via Amsterdam Airport Schiphol. 
And Stay-on-the-Way. 

We'll give you an Amsterdam good time 
on the way. Ask your travel agent or 
KLM for full details. 

The Reliable Airline 
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— ut the large BMW 






. refledsa nificant 
extra as well:the 


status of — — 








Whether or not one expects more from 
atop-class car than the conventional 


- conceptof quality dependson one's 
personal aspirations and level of technical 


awareness. 


‘Equally, people who are used to. making 


not merely exacting but also highly indivi- 
dual demands are seldom satisfied with 
the usual self-gratifying demonstration of 
status when it comes to first-class 
motoring. 

Even ifit's presented in à very impressive 
PR | 


— 


For BMW the word "exclusive" means out 
of the ordinary. 

Especially froma technological pointof 
view. — 

Andthat's why over the years the large 
BMW has become the classic example of 
how an exclusive car can live up to the 
claim through really unusal, advanced and 
progressive technologies. 

But then, the fundamental principle behind 
BMW's extraordinary worldwide success 
has always been the commitment to 

pass on every worthwhile technological 
development as quickly as possible toits 
customers. 

A fact that many respected experts have 
paid tribute to in some equally respected 
media. : 

For instance, in one of West Germany's 
most important daily newspapers: 

“At present, no other car manufacturer is 
providing more convincing proof that the 
future of engine technology is inextricably 
linked to engine electronics." 
(TheFrankfurter Allgemeine Zeitung on 
the BMW 745i). 











So. ji ts kadh 'surprisin that more 
moreof them. are driving BN BMW. 





its combination of a sporting perimit. 
technological progressiveness and 
unobtrusive yet self-confident styling | 
gives the large BMW a unique profile - 
amongst top-class cars. ; RIA 
Andif you'renot sure whether your current 
caris offering you everything thatadvanced — 
technology can achieve today, vou ae 
shouldn't hesitate to take one of the large. ir 
BMWs outforatestdrive. — His 
Perhaps you'll discover, above all,acom- 
pletely new feeling of being in tune with : 
our times. 





Model and equipment availability in the BMW inter- 
national range may vary from country io county: 


Japan: BMW Japan Corpo Tokyo, Tet: (03) 499-6811 


Brunel: Performance Company Ltd, Bandar 3e 
Begawan, Tel.: 20383 


Hong Kong: BMW Concessionaires (H.K.3 Lid. 
Jal 3-7145 274 


indonesia: PT. Tjahia Sakti Motor Corp., vakarta, 
Tel: 490832 


Korea: Kolon international Corp., Seoul, Tal: PERS 


Malaysia: BMW Concessionaires (MD Sdn. ha. 
Kuala Lumpur, Tel: 03/4185 55 


Philippines: Hahn Manila, Manila, Tel. 7412808 
Singapore: Performance Motors Lid., Tel: #698800 


Taiwan: Pan German Motors Lid., Taipei, 
Tel: (02) 7153101 


Thailand: Continental Auto Centre Co., Ltd. Bangkok, : 
Tel.: 214-2521 








Mr. Hisashi Ohki, 
Chairman, 

Key Coffee Co., Ltd. Toky 
Flew 50,000 km in 1984. 
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‘Only positive things to say. 

Fast convenient check-in. 

Delicious cuisine. Attentive service. 
I'll be flying Garuda more often. 





Ene aruda has provided the 
traveller with a business 


class that really does cater to his 
needs. 
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In every ab. Garuda's 
new Executive Class puts the 
businessman first. 





Upon boarding, passengers To facilitate the "working. : 
are escorted to their seats inthe passenger, Garuda provides a l- X F( [T] 
nose of the aircraft. This stationery portfolio with letter ~/\ 1 \ E 
section, previously reserved for paper and colourful postcards —=( | AS= 


first class passengers, combines tO keep you in touch with loved 
a spacious environment with a Ones left behind. 

Sec uded, intimate atmosphere. Of course, cocktails and 
drinks are complimentary 
throughout the flight, as are the 
specially chosen wines. 


There is a choice of 2 
menus, Asian or European, 
each dish prepared to seduce 
the most discerning palate. 


No airline has understood 
and fulfilled executives' needs 
better than Garuda. 


Garuda's new Executive 
Class is the beginning of a new 
era of business 
travel. 





The unique location allows 
greater freedom of movement 
and provides wider, deep-cushion 
easy-seats. The perfect 
combination for a comfortable 


flight. — - 


But it is Garuda's exclusive 
services that truly set their 
Executive Class apart. 


all uda Where executives come nirst. 


indonesian airvvays 











Manila e Melbourne e Paris e Penang e Perth e Port Hedland e Rome e Singapore e Sydney e Tokyo « Zurich 


The Excelsior, Hong Kona. 
The first word 
in business sense. 


Hong Kong boasts 
almost as many fine 
hotels as it does camera 
shops. 

Why then, The Excelsior? 

Because The Excelsior strikes a 
brilliant balance between luxury and 
efficiency. And charges for it realistically, 
so that if your visit is to make money 
rather than to spend it, The Excelsior is a 
sound business decision. 

You won't find an orchid or a chocolate on 
your pillow at The Excelsior. But, as a businessman 
you might sleep sounder, knowing there are stock 
market reports available, a 24-hour foreign exchange desk, 
international direct dialling, and a business centre that’s a lot 
more than just a token gesture. 


And of course, you could scarcely dream of a better location 
than The Excelsior’s — centrally situated between the 
commercial and the entertainment districts. 


The Excelsior, Hong Kong 


An associate of Mandarin Oriental Hotel Group 


Hong Kong: The Mandarin. Manila: The Mandarin. Jakarta: The Mandarin. Vancouver: The Mandarin 
San Francisco: The Mandarin (1986). Bangkok: The Oriental. Macau: The Oriental 
Singapore: The Oriental (1986). Kuala Lumpur: The Oriental (1986) 

Hong Kong: The Excelsior, an Associate of Mandarin Oriental 
For reservation, call *The*feading*Hotels of thWorld or your travel agent 










DID YOUR 

COMPANY 

MAKE THE 
'REVIEW 600? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
history. 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 
products and many, many 
more. 


As the world’s premier publi- 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes- 
sions more cost effectively 
than any other publication in 
Asia. 


To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600. 


For a composite of every ad- 
vertisement carried write, on 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd. 
GPO Box 160, Hong Kong 















The shape of 
excellence 





SUPERIOR DE LUXE SCOTCH WHISKY 


John Haig & Co Ltd 


MARKINCH-SCOTLAND 





Morgan Guaranty continues 
. to manage issues in more currencies 


— ar E 


Uu Progressive deregulation of financial mar- 
-kets and increased investor interest have 
accelerated the already rapid growth of the 
non-US. dollar capital markets. More than 
half the total number of this year’s new 
"issues in the international bond markets 
are in non-dollar currencies. And while 
1984 new issue volume of non-dollar bonds 
in the Euromarket equaled $15.1 billion, in 
just the first eight months of 1985 total vol- 
ume soared to $234 billion. 

As this growth continues, more and 
more multinationals are turning to The 
`- Morgan Bank for non-dollar bond financ- 
* : ing. In 1985, our subsidiary Morgan Guar- 
-anty Ltd has been lead manager of bond 
; | issues in more currencies than any other 

underwriter in the world. 
" |. With a unique set of capabilities, we are 
< a truly global financial intermediary. 
(EJ As a major participant in the interna- 
. tional securities markets—as well as the 
:- < worldwide foreign exchange, government 
-. bond, and bullion markets—we have an 
<: exceptional ability to perceive and exploit 
-market opportunities for our clients. 
: CJ Morgan is the leading counterparty 
that can act with equal proficiency as 
__ either principal or agent in interest-rate 
and currency swap transactions. 
se -. © Morgan's financial strength—nearly 
... $5 billion in primary capital-lowers our 
-. clients cost and risk in intermarket 
t " arbitrage. 


Our clients find that using foreign cur- 


. rency bond markets broadens their inves- 
tor bases and facilitates economic and 

. accounting hedges of overseas invest- 
oe ments. Through currency and interest- 
rate swaps we help them create dollar 
obligations at substantially reduced costs. 
We also identify opportunities to earn 
arbitrage profits in non-dollar markets. 
Some examples of how Morgan has 
elped borrowers take advantage of new 











Selected non-U.S. dollar issues 
lead-managed by Morgan Guaranty . 
January—September, 1985 

Bank of Tokyo A$50 million 
British Petroleum ¥ 17 billion 
British Petroleum £50 million 
Chrysler Financial SF 150 million 
Chrysler Financial NZ$65 million 


Dresdner Finance A$75 million 


European Investment Bank. DKR250 million 








Gaz de France FF500 million 
IBM France FF700 million 
IBM World Trade ECU 150 million 
IC Industries C$50 million 
J.C. Penney | ¥ 26 billion 
Kingdom of Sweden FF500 million 
Kredietbank NZ$50 million 
McDonald’s ¥ 25 billion 
Mobil FF500 million 
Motorola ECUSO million 
Nordic Investment Bank DKR200 million 
Olivetti SF100 million 
PepsiCo SF130 million 
Peugeot | FF500 million 
R.J. Reynolds ECU 125 million 
RJ. Reynolds SF235 million 
Security Pacific ECU 100 million 
Sterling Drug £30 million : 


opportunities in non-dollar markets so 
far this year: 

Swiss francs. Most recently our subsidi- 
ary Morgan Guaranty (Switzerland) Ltd 
launched as book-runner a SF235 million 
issue which we combined with a currency 
swap to provide 15-year U.S. dollar financ- 
ing for R.J. Reynolds. This was the largest 
Swiss franc offering to date by a U.S. com- 
pany. In the Swiss public bond market we 
were also book-running lead manager for 
issues for PepsiCo and Olivetti. 

ECUs. Morgan was lead or co-lead man- 
ager of ten ECU issues, including an ECU 
125 million issue for R.J. Reynolds and an 


The Morgan Bank 
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ECU 100 million issue for Security Pacific 
Australia, both of which we swapped into 
U.S. dollar financing. 

Sterling. We were book-running lead 
manager for Euro-sterling bond issues for 
British Petroleum and Sterling Drug. In 
addition, Morgan lead managed a $100 
million issue for Minnesota Mining & 
Manufacturing that was the first dollar/ 
sterling dual-currency issue ever. 

Yen. For J.C. Penney, we arranged U.S 
dollar fixed-rate funding, at a cost below 
the yield on U.S. Treasury notes, through a 
Euro-yen bond issue and currency swap. 

New Zealand dollars. This year we've led 
seven issues, including a NZ$65 million 
Chrysler issue which we swapped into 
floating-rate financing. 

Deutschemarks. In Germany Morgan 
Guaranty GmbH is one of the few foreign- 
owned firms that German capital market 
guidelines allow to act as book-running 
lead manager of Euro-Deutschemark 
issues. 

French francs. We were co-lead manager, 
with two French banks, of a Gaz de France 
issue that reopened the Euro-French franc 
bond market after a four-year lapse. Then 
we co-led franc issues for IBM France, the 
Kingdom of Sweden, Peugeot, and Mobil. 

Danish krone. We were lead manager 
for the first two issues in the Euro-Danish 
krone bond market, which opened this year. 

Measure our performance. Let us com- 
pete for your mandate. You'll find we de- 
liver innovative services in the capital 
markets with the same high quality and 
skill that have long been hallmarks of all 
Morgan banking business. 


Morgan Guaranty Ltd, Edinburgh Tower, 
15, Queen's Road Central, Hong Kong 


Morgan Guaranty Trust Company, 23 Wall 
Street, New York, NY 10015 


Member FDIC 





INDUSTRY 


A wish comes true 


Asian carmakers swamp Canada with new plant investment 


By Ashley Ford in Vancouver 


ver the past decade Canadian poli- 

ticians have lobbied, demanded 
and imposed import controls in an effort 
to induce Japanese carmakers to set up 
local plants. Suddenly, and unexpect- 
edly, Asia's leading makers have had a 
change of heart and now appear to be 
rushing to set up operations in Canada. 

If all the plans proceed, Canada will 
see US$1 billion in new investment, 
thousands of new jobs and the whole 
shape of the car industry changed. 
Honda was the first out of the starting 
gate and in June announced it would 
construct a C$100 million (US$73.1 mil- 
lion) assembly plant in Alliston, On- 
tario, in the Canadian carmaking belt. 

Federal officials, caught off guard, 
were only starting to savour the news 
when the Toyota Motor Corp. said it 
was also coming in with a C$150 million 
plant. They were positively beaming 
when South Korea's Hyundai Motor 
Co. announced it would have a C$200 
million car-assembly plant operating by 
1986, most likely in Quebec. 

Not to be outdone, Toyota disclosed 
its factory would include a metal-stamp- 
ing plant and the overall investment 
would climb to C$300 million. The fed- 
eral government wasted little time in 
trying to build on the investment 
windfall and sent senior cabinet minis- 
ters to Japan and South Korea to talk 
with other car companies. Trade Minis- 
ter James Kelleher and Minister of Re- 

ional Economic Expansion Sinclair 

tevens did not return with any more 
firm commitments, but their efforts 
might vet bear fruit. 

Suzuki Motor Co. has confirmed it is 
studying a 50-50 joint venture with Gen- 
eral Motors of Canada that would be 
bigger than either the Toyota or Hyun- 
dai facilities and Yutaka Kume, presi- 
dent of Nissan Motor Corp., Japan's 
second-largest car-builder behind 
Toyota, has confirmed that his company 
is negotiating with Canadian officials 
“to identify possible areas of invest- 
ment.” Mazda, the only major Japanese 
car manufacturer not to speak out pub- 
licly, is not about to be left out in the 
cold and sources say it is also negotiat- 
ing to move into Canada. 

After years of stalling or refusal by 
the Japanese to invest in Canada, risin 
protectionist sentiment in both the US 
and Canada finally convinced the Ja- 
panese that unless they made some in- 
vestment moves, the door was finally 
going to be closed to their car imports. 
Now their Canadian plants will give 
them greater access to the rich North 
American market. All have said they 
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want to operate under the terms of the 
North America Auto Pact, the agree- 
ment that exists between Canada and 
the US which permits car manufacturers 
to send vehicles duty-free across their 
joint border. The pact has just had its 
20th anniversary and has not only stood 
the test of time, but is credited with en- 
abling the Canadian car industry to sur- 
vive. It now seems about to give the in- 
dustry a whole new lease of life. 

By setting "n Canada, the Japan- 
ese and South Koreans will be able to 
serve the vast North American market 
from within as well as from outside with- 
out the risk of major protectionist mea- 
sures. Canada has consistently main- 
tained that car investment here would 
bring about a relaxed attitude to im- 
ports. 

A second element in the equation, 
according to car-industry analyst Arvid 


Jouppi, is that Canada could become a 
major exporter of cars. "Canada could 
become a commerce bridge to Europe 
for Japanese and South Korean cars, 
much as it is now seen as a land bridge 
between Asia and Europe through ship- 
rail containerisation," he said. 


nother reason for the Japanese to 
finally capitulate and come to 
Canada was to try to win back a share of 
the lucrative low-end market they have 
lost to Hyundai. The South Koreans 
have been motivated by other forces. 
While Canada has limited Japanese im- 
ports to 18% of the market, or about 
165,000 cars a year, Hyundai has been 
— a duty-free ride as Canada regards 
outh Korea as a developing country. 

Hyundai's Pony and Stellar cars have 





become the best-selling foreign cars in 
Canada by far — they sold 25,000 units 
last year and are expected to sell 60,000 
this year — prompting calls from the Ja- 
panese for a fairer deal. The Canadian 
Government met them halfway carlier 
this year and said it would start impos- 
ing duties on Hyundai in 1986, but at the 
most-favoured-nation rate, or about 
half that levied on the Japanese. 

Hyundai has been staggered by its 
success in Canada but has hardly 
touched the US market. Perhaps more 
sensitive to the protectionist winds 
swirling around Ottawa and Washing- 
ton, it quickly opted for investment in 
Canada to ensure that its successful gal- 
lop into North America would continue 
unimpeded. The company had signalled 
its intentions last year when it started 
work on a C$25 million parts plant in 
southern Ontario. 

Despite the industry's joy, there are 
potential problems on the horizon. All 
the new plants will be state-of-the-art 
factories employing robots by the hun- 
dreds and other automated processes 
which will vield productivity levels far 
higher than in existing Canadian plants, 

Without massive retooling and ime 
vestment, established domestic carmak- 
ers could find themselves increasingly 
unable to compete with the newer 
plants, and leadership within the indus- 
try could shift to the smaller and more 
efficient Japanese and South Korean 
competitors. Once the Japanese and 
South Koreans move in, the parts indus- 
try could also find itself under pressure. 
Japanese parts manufacturers, many of 
which are closely aligned with Japanese 
car companies, are likely to follow en 
masse Canadian companies could 
find themselves hard-pressed to break 
the relationship established in Japam 
long before the carmakers set foot on 
Canadian soil. 

It may also pose a challenge to 
the labour movement, especially the 
United Auto Workers (UAW). The 
General Motors-Suzuki negotiations 
are said to hinge largely on labour 

uarantees. Toyota, Hyundai and 

onda are not expected to rush into the 
embrace of the UAW. Bob White, the 
hard-nosed president of the Canadian 
UAW, has already met Toyota and 
Suzuki officials in Japan and on the sur- 
face the meetings went well. But the ac- 
tual cutting of a labour deal will be more 
difficult. 

If the Asians can wring significant 
concessions from carworkers — the sar- 
age recession in Canada has had a signi- 
ficant impact on Canadian labour with 
jobs meaning more than wages — or 
freeze them out completely, pressure 
from North American companies for 
similar treatment could place enormous 
strain on the union leadership. But 
these problems are by no means insur- 
mountable and for the moment, at least, 
the Canadian car industry is basking in 





the reflected glow of success. = 
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ECONOMIES 


India races to catch up with the developed world 


Room at the top? 


By Salamat Ali in New Delhi 


s New Delhi puts the finishing 

touches to its seventh Five-Year 
Plan (1985-90), the contours of Prime 
Minister Rajiv Gandhi's economic po- 
licy are becoming clearer. Through a re- 
versal of past policies, he is hoping to 
lead India into the 21st century with a 
modern, liberalised economy. Equally 
obvious is his determination to de- 
bureaucratise the economy as far as pos- 
sible, and to impose the compulsions of 
high technology to force it to perform 
more efficiently. 

Gandhi has gathered around him a 
new group of economic advisers — 
applied economists previously working 
for multilateral institutions such as the 
World Bank and the IMF — who collec- 
tively have been dubbed the *computer 
wallahs." Supporters of India's econo- 
mic modernisation see these techno- 
crats as handmaidens of change who can 
free India from the tyranny of a 
“Hindu” (or static) rate of growth. Op- 
ponents use “computer wallahs” as a 
term of derision. 

Gandhi is having to tread carefuliy, 
because the forces of conservatism and 
potential reaction are still strong. In 
public, he continues to assert India’s 
commitment to socialism and national 
self-reliance, just as publicly he opposes 
the uncontrolled growth of market 
forces in the economy. Likewise in pub- 
lic he declares that the role of foreign 
capital, and competition, should be li- 
mited. But his.commitment to a greater 
role for market forces is becoming in- 
creasingly evident. And, in practice, no 
new Indian enterprise with an au- 
thorised capital in excess of Rs 50 mil- 
lion (US$4.2 million) is launched now 
without foreign participation. 


This break with economic orthodoxy 
in India is thought to be one reason be- 
hind the delay in publishing the seventh 
plan, which technically came into oper- 
ation in May. Gandhi is believed to op- 
pose the tradition of heavily dirigiste, 
socialist-style five-year plans and to 
favour a system of more indicative plan- 
ning, or “rolling” plans, which slot more 
easily into a longer-term plan. He will 
almost certainly have wanted the 
seventh plan, too, to dovetail with at 
least some of the recommendations of a 
major World Bank report on India pub- 
lished at the end of April (page 86). 

The plan is due to be approved by the 
National Development Council some- 
time during first week of November. A 
meeting of the Planning Commission on 
17 September approved the final draft. 


JA ores to the deputy chairman of 
the Planning Commission, Man- 
mohan Singh, the draft envisages an an- 
nual growth rate of 5%, with increased 
emphasis on infrastructure and human- 
resources development. Other Planning 
Commission sources say the plan will 
lay unprecedented emphasis on policies 
and programmes to accelerate growth 
of items of mass consumption, Targeted 
growth rates in agriculture and industry 
will be 4% and 8%, respectively. 
Shedding their earlier apathy, top 
bureaucrats in various economic minis- 
tries now believe that a break with the 
economic pest is possible through con- 
tinuing policy adjustments. This belief 
stems as much from what Gandhi ex- 
pects as from the recent rapid progress 
in agriculture largely due to the 
World Bank-led growth strategy em- 
phasising irrigation, fertilisers and re- 








munerative prices for farm produce. 

But facing a steadily deteriorating 
foreign-aid climate, and appreciating 
that industrial growth must parallel the 
higher growth in agriculture if there is to 
be a breakthrough, the bureaucrats 
have been forced to overcome some of 
their paranoic fear of international busi- 
ness firms. 

According to a top official of the In- 
dian Finance Ministry, India is poised 
for rapid growth under the seventh 
plan, based on stepped-up productivity 
and enhanced competitiveness. This is 
not merely to accommodate foreign 
capital inflows, but more importantly to 
meet domestic demand for a vast range 
of consumer items, durable goods and 
machinery to build factories. 

Although long in the offing, India's 
outward-looking phase was given an 
emphasis some two years ago when ag- 
ricultural growth speeded up. It gained 
further impetus with the generational 
change in India's leadership. The new 
leaders emphasise technology imports 
to modernise domestic industry, make it 
more cost-efficient, and raise the qual- 
ity of domestic products — which has 
been notoriously low. 

But these leaders, too, have rejected 
the export-led growth model and have 
opted for "growth-led exports" — 
which means a strategy of depending 
primarily upon the domestic market 
while building export potential which, 
even if not used fully, should not affect 
producers much. They believe that in 


a country where the number of people 
with formal jobs is a small proportion of 
the total, it is impractical to make the 
bulk of workers produce exports. 
Explaining the changing outlook, 
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Abid Hussain (former commerce sec- 
retary and now a member of the Plan- 
ning Commission) pointed out last year 
that the post-independence phase of 
economic development was regulated 
by permits and licences, essentially to 
turn the Indian traders into indus- 
trialists. This created a class of business- 
men and bureaucrats. Having de- 
veloped strong vested interests in the 
controls, they now oppose any real 
changes in this structure, But the new 
class of Indians coming up in politics, 
administration, public-sector enter- 


prises and private business want to | 


eliminate the controls — and the resist- 
ance to change. 

The new leaders are dissatisfied with 
Indias traditional average annual 
growth rate of 3.5% under five succes- 
sive five-year plans. They are also un- 
convinced by the explanations for these 
slow growth rates. The 3.5% level was 
considered a tight lid until early this 
year. In dismay, one of India’s foremost 
economists, the late Prof. Raj Krishna, 
blamed the stagnancy on the country’s 
dominant religion and called it the 
“Hindu rate.” This label stuck until the 
sixth plan (ended 30 April) produced an 
average annual growth of 5%. 


his higher rate was significant be- 

cause it demonstrated for the first 
time that on-target policies had allowed 
the country to achieve a breakthrough 
in agriculture which in turn pushed eco- 
nomic growth above 3.5%, 

Although there are several identifi- 
able main causes for the economy's slow 
growth, neither individually nor collec- 
tively do they explain everything. For 
instance, the low savings ratio of 10- 
12% — often cited as the single biggest 
cause — rose to 20% by the third year of 
the last plan and the incremental savings 
rate of some 26% of the GNP was one of 
the highest in the world. Another per- 
ceived culprit — government spending 











as a proportion of GNP — has been 
shown to be one of the lowest in the 
world, at a mere 15%. 

Although they admit that India is 
one of the most heavily taxed countries 
in the world, the country's policymak- 
ers are not convinced that this is a de- 
finitive factor. They argue, perhaps un- 
convincingly, that in no big country has 
any link been proved between low taxes 
and high growth rates. All the same, 
they have introduced reforms reduc- 
ing direct taxes, and have promised to 
look into the indirect-tax structure. 

Indian planners believe that given 
the country's considerable natural re- 
sources — vast areas of agricultural 
land; coal; iron; copper; zinc; bauxite, 
and other metals — a considerable in- 
dustrial base, and one of the world's 
biggest reservoirs of trained manpower, 
India could have a vast range of agricul- 
ture-based and related industries and 
much greater industrial capacity. Plan- 
ners also say that a fresh outlook is 
needed to get technology and capital 
from abroad. 

The crucial decision in this area has 
concerned changes in the old policy of 
keeping the domestic market closed, 
and relying solely on either the negligi- 
ble domestic research and development 
or one-shot purchases of foreign tech- 
nology — which quickly becomes obso- 
lete. Those who argue for opening up, 
like Energy Minister Vasant Sathe, say 
this is like re-inventing the wheel when 
technology is available from abroad. 

Faced with rival views, Gandhi has 
settled for a compromise. He has initiat- 
ed policies based on technology imports 
meant to force domestic firms to be- 
come more competitive. But in conces- 
sion to the view that at the current stage 
of India's development “it would be un- 















fair" to force all domestic industries to | 


compete with foreign firms in the local 
market, he has settled for restricted 
competition. He has opened specific 
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Loading ships: export-led growth rejected. 
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net, these four officials are the ulti- 
mate arbiters of India's economic 
destiny. 

But currently the ideas (if not 
the decisions) are generated by a 
new group of economic advisers 
who are posted in each economic 


IMF and other international finan- 
cial institutions. But unlike the 
most senior civil servants, these ad- 
visers keep the lowest possible pro- 
file, for are under istent 
attack for their past links to the 
multilateral agencies. 

Their cri 
new recruits make recommenda- 
tions tailored to the interests of in- 
ternational business, at the cost of 
local business and India's long-term 
economic interests. 


are the salaries 


Because of their 


academic records and 


skills, they are in demand every- 
where -- so they have to be re- 
cruited z. invitation, and not 

normal hiring pro- 


_ through 
cedure of the public-service com- 


mission. Therefore, the task of 


the advisers becomes doubly dif- 
ficult. 
Gandhi wants them to 


its much-touted image of 
vernment that works 
t the critics dictate 





ve 
served with the World Bank, the 


claim that these 
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; to foreign competition. to force 
E oc | industries to perform better. 
The priority areas identified for 
rapid growth (and technology imports) 
are oil exploration, electronics, tele- 
| seommunications, power equipment, in- 
dustrial machinery, machine tools, pe- 
| trochemicals, non-conventional sources 
| ES and bio-technology. 

| _ Thereafter, the same laws apply-to 
both Indian and foreign companies. 
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| E but are — unfettered repatriation 
Of profits and capital. Other steps to- 
| wards liberalisation include making a 
E number of products eligible for 
- open, general import licences; a three- 
_ year import policy instead of the usual 
" one-year cycle to help businesses plan 
— better, and continuing simplification of 
— administrative procedures on foreign 
| - collaborations with the goal of setting 
F up single-window clearance of applica- 
e - tions instead of the multiplicity of agen- 
| cies now involved. 
— Speaking to foreign businessmen at a 
| | recent conference, Gandhi declared: 
_ “The steps we have taken are just a few 
of those we are about to take to invigo- 
te our industry and to [give] a new 
thrust to our whole corporate sector.’ 
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ttracting foreign capital — especially 
FA in the designated sectors — has as- 
-sumed importance recently. For in- 
— stance, Indian officials have argued that 
Ef. the international business community 
JJ could transfer technology and capital to 
| India to help it exploit its natural re- 
| - sources “to our mutual benefit," They 

„have recommended four major areas: 
fF energy, telecommunications, transport 
| and agriculture. 

3 - * Indian policymakers argue that the 
country is much stronger than the statis- 
"T (tics would indicate, because whenever 
Me ‘the government has opened up any 
- area, the market has boomed. Gandhii is 
fond of recalling that during the ‘Asian 
james two years ago, when the govern- 
ie unexpectedly permitted for two 
months the import of colour TV sets by 
private individuals (subject to heavy 
| duties and the condition that they find 
own foreign exchange), Indians 
"b ought up sets from as far afield as 
= a S% lo o, Dubai and Los Angeles. 

t. strongest criticism against the 
nging policies is that in a vast sea of 
jen proverty, they aim for a greater 

ly of pr ucts used by the middle 

> E upper classes rather than the pro- 
«| duction of goods for mass consumption. 
Some factions appear willing to give 
Gandhi time to show that his new 
| . policies work. But sceptical as they are 
| “of his claim that his Congress party rul- 
| ing the country since independence has 
been steadily reducing the number of 

- those below the poverty line, they may 

'not be willing to let him have the next 15 

- years in peace to move India out of the 

| ranks of developing countries and into 

the group of industrialised nations. £ 
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“| Exit the E 


| E "oreign firms must have local partners,’ 


Pepsi has offered not to ask for 


imi pedo - 
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enter the competitors 


By Salamat Ali in New Delhi - 


olicy decisions taken by Indian 
Prime Minister Rajiv Gandhi's gov- 
ernment have brought an end to the “li- 
cence-and-permit raj" and, instead, has 
ushered in an era when industries have 
little choice but to compete. Indian 
business circles are not uniformly happy 
over the increasingly competitive envi- 
ronment but are unanimous that com- 
petition must be introduced gently, 
foreign competition held in check and 
policies creating a high-cost economy 
removed. They are worried because 
their b «cs markets have disap- 
penis leading to  fast-multiplying 
rands and crashing prices for a notice- 
able range of products. 
The protests are loudest from the old- 
established business houses which had 


tition. 
omestic 
and export markets are expanding as 
fast as the government would have them 
believe. All the same, the sharemarket 
is buoyant, letters of intent issued dur- 
ing the first half of the current year have 
grown by 64% compared to 1984 and li- 
— for new industries granted dur- 

ing the same period have registered a 

0% increase over last year. 

Although exact figures are not avail- 
able, officials assert that approvals for 
foreign collaborations have also shot up 
significantly. Typical of the puesome. 
non is the recent application from Pe 
Cola for local collaboration. In a Malat 
departure from its corporate policy, 
oreign 


not previously had any real com 
They do not believe that the 





exchange to pay for its royalties either 
annually or in lump sum. Instead, it 
proposes to bring in hard currency for 
equity participation with a local firm 
and guarantees exports of its products 
to earn foreign exchange for repatria- 
tion of profits, 

The company’s senior vice-presi- 
dent, Christopher Albright, said in New 
Delhi on 21 June: “We want to be here 
basically to mark our presence in the 
world’s second largest market and also 
to develop a strong base for the export 
of agro-based products under the Pepsi 
Cola brand name through our market- 
ing network around the world. India has 
a great potential and we want to tap it.’ 

Similarly, the recent change i rg licy 
has already brought five West Euro- 
pean and Japanese firms into the race 
for local collaboration to manufacture 
video cassette recorders (VCRs), video 
cassette players and micro-wave ovens. 
The government's earlier policy was to 
centralise the purchase of technology in 
this field. The new policy is to allow in- 
dividual Indian firms to import technol- 
ogy on their own, subject to prescribed 
quan) standards to ensure uniformity. 

or instance, if the VHS system for 
VCRs is to continue to be sold, no firm 
should import the Betamax system. 


ost of the top Indian industrial 
houses, and part of the government- 
owned industrjal sector, fall into areas 
that are facing competition from over- 
seas. They are nervous about multina- 
tionals moving in with well-known 
brand names. They argue that for most 
of the new entrepreneurs right now, 
business means a prized collaboration 
with either the manufacturer of a glob- 
ally known brand name or access to a 
well-guarded technology, and also the 
resources of the overseas partners to 
guarantee saturation advertisement to 
smother rival domestic products. 

But the competition that induction 
of high technology and a policy liberali- 
sation is forcing on the Indian market is 
beginning to show results. Prices of 
computers, TV sets, electronic type- 
writers and several other consumer dur- 
ables are falling. A spokesman for the 
Federation of Indian Chambers of 
Commerce and Industries says that. 
prices of TV sets have fallen 20% in the 
past four months. Similarly, a new elec- 
tronic typewriter launched some 
months ago has forced a 30% reduction 
in the price of its closest rival. 

Those worried by competition argue 
that their new competitors are unethi- 
cal. They ascribe the fast growth of their 
rivals to bribes paid through the 


















* 
— 
tnt 


e inte 





NI 
CET 


The People’s 
Republic of China 
Year-Book 1984 


112 colour illustrations, 
400 b/w illustrations and 
all the information on 
China you'll ever need! 
Now only US$75 
(hard cover) 


The 970-page People’s Republic of China Year-Book 1984 is 
without doubt the single most complete reference work ever 
produced about China. Its contents range from the land and its 
people to business, economics, finance, culture, education, 
politics, science and technology and countless other subjects. 


What is it? 

The result of thousands of man-hours, the People’s Republic 
of China Year-Book 1984 was written and edited by The New 
China News Ltd. and Evergreen Publishing Co., a group of 
dedicated professionals who know China intimately. The 
result is a book of unmatched breadth and depth. 


Who needs it? 

Completely indexed, the People's Republic of China Year- 
Book 1984 places thousands of facts and bits of information 
at your immediate disposal. The book is essential to 
businessmen, financiers, students, professors and virtually 
anyone with a need to know or a keen interest in China of 
today. Liberal use of charts, maps, tables and colour 
photos makes the book enjoyable as well as informative 
reading. 

How to get it 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment of 
US$75 (or the equivalent in local currency) to the indicated 
address. 
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here’s a double-barrelled offer 
you cannot afford to pass . . . 


The Annals of 
China's Enterprise ' 
Register 1984 


1200 pages of vital and 
detailed information on 
all major Chinese national 
corporations and foreign 
trading companies! 
Now only US$80 
(hard cover) 


This Register contains information on 600 Chinese national 
corporations and foreign trading companies, and their branch 
offices. Published bilingually in English and Chinese, it. 
provides a company profile, copies of business licence and 
certificate, scope of trade and registered capital of the 
individual corporation. 


. Whatis it? 


This Register draws its information from the data file provided 
by the State Administration of Industry and Commerce. Based 
on the information of enterprise registrations under the 
economic laws, this Register is an authoritative and 
comprehensive work of reference designed to disseminate 
information for all licit corporations. ; 

Who needs it? y 

This Register, completely dependable and well documented; 


presenting reliable information and data for China's socialist, - 


economic construction is a must for business executives, 
financiers, industrialists, or anyone currently doing or 
planning to do business with China. It further serves as a 
valuable reference source for those involved in tHe study of 
Chinese economy. . 

How to get it 

Simply complete the coupon below today and send together 
with your payment in the amount of US$80 (or equivalent in - 
your local currency) per copy. 


Order both books and save US$25. Clip and mail this coupon today! Send to: 


| A) O Please send ........ copy(s)of | B) CO Please send ........ copy(s)of | Buy both and save US$25 | 
The People’s Republic of The Annals of China's | 
| China Year-Book 1984 for | Enterprise Register 1984 for | C) O Please send ........ set(s) of both | 
| which I enclose US$75 per | which I enclose US$80 per The People's Republic of China | 
copy. For surface mail delivery | copy. For surface mail delivery | Year-Book 1984 and Annals of 
| add US$10. for airmail add USS12. for airmail | China's Enterprise Register 1984 | 
| delivery add US$22. | delivery add US$25. for which I enclose US$130 per 
| set. For surface mail delivery add | 
, i US$22, for airmail delivery add 
| Send tO: ENAME. LLL Er Ls bua Sa aa a en ce € Aah hes | US$37 
Address: | . 
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labyrinth of lower bureaucracy, plus 
. theft of electricity and evasion of heavy 
| excise duties. The implication is that the 
-| “permit-and-licence raj" has given way 
| to a "corruption raj." 

| The real story, however, is that the 

. ‘new entrepreneurs are more cost-con- 
| scious, prepared to operate on leaner 
‘| profits and induct better technology to 
B rae competition in fields that have 
| not had any before. For instance, 
| Michael Braybrook, chief executive of 
|| Jndian Shaving Products which is 
|- Taunching Gillette blades in India, has 
told the local press: “The blades market 
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By Anthony Rowley 
II ew Delhi's ambition to move onto a 
E% much higher economic-growth path 
over the next five years means that 
India, like China, will have to become 
much more open to the outside world. 
‘External trade — especially exports — 
isthe d to the annual growth rate of at 
least 5% aimed for under the seventh 
Five-Year Plan. India will also have to 
resort to a good deal more foreign bor- 
rOwing than it has in the past. 

- A confidential World Bank report, 
India: Structural Change and Develop- 
nent Perspectives, published earlier this 
year, avoids direct comparisons be- 
tween India and China, but there is a 
Strong parallel between many of the 
problems facing India and those out- 
lined by the Bank in its similarly confi- 
-dential report on China completed 
"Around the same time (REVIEW, 29 
Aug. ). India, like China, needs not only 
to shed its aversion to external com- 
merce but also to cut through the ineffi- 
ciency and low productivity of its perva- 
sive state enterprises. 

__ The other main parallel is that India, 
ike China, has achieved great success in 
raising a ricultural output, which wasa 
actor behind the jump in output during 
the final period of India's sixth Five- 
Year Plan. Now for India, the emphasis 
must shift to industry if the 5%-plus an- 
mual-growth target (not much less than 
China's) is to be met, says the World 


3ank. 
—— India will enter its era of higher 
| growth from a base lower than China's 
- an many respects. Apart from lower per- 
| capita national income, smaller reserves 
| and higher foreign borrowings, India 
-— presently accounts for a miniscule 0.4% 
| of world trade, whereas China accounts 
| for something nearer 1.3%. And India's 
| overall economic-growth rate over the 
— E five years has been well behind 
— China's. 

= The World Bank calls India's target 
- for a sustained annual gross domestic 
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did not ER competition. We 
hope to give the customers a real choice 
and a product that is technically ad- 
vanced.” ! 

Those opposed to competition from 
overseas make the point that input 
prices in India, such as heavy duties on 
components and the high price of 
—— push up costs. West German 

eavy engineering’ products have be- 
come competitive in the Indian market 
precisely for that reason, though these 
goods are expensive by European 
standards. In the car industry, Indian 
material costs are about 60% of the total 





Ir dia takes the high road 
— and the debt load 


product growth rate of at least 5% dur- 
ing the seventh plan *very ambitious." 
Such a growth rate “cannot be expected 
from the simple extrapolation of recent 
growth trends and continuation of re- 
cent policies." Over the past decade, 
growth has averaged only about 4% and 
even that may be somewhat overstated, 
owing to "statistical anomalies," says 
the Bank. While the agricultural and 
services sectors improved somewhat 
during this period, the growth rate of 
manufacturing slowed. 

Yet the secondary (manufacturing) 
sector is the one which is supposed to 
make most of the running if the overall 
growth target is to be met, according to 


INDIA'S FOREIGN DEBT” —— 
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the Bank. Industrial growth will have to 
reach 7% a year over the next five years 
(against the 5.5% achieved in the past 
couple of years) while the primary 
(mainly agriculture) and tertiary (ser- 
vices) sectors will be expected to grow at 
3.2% and 5.2%, respectively. 


pes is not wanting for invest- 
ment: India's investment: GDP ratio 
overall is roughly twice that of other 
low-income countries, such as China, 
notes the Bank in one of its few direct 
comparisons between the two. But the 
"efficiency of capital use is compara- 
tively low." This is the crux of the India 
report: that efficiency must improve in 
both public and private sectors if growth 
targets are to be met. 

ncremental capital:output ratios 







ari z x 
— tr 








È.. -à === 


manufactured price of the final product. 
Hence it is argued that if there is to be 
fair competition with foreign producers, 


the local business environment also 
must be made fair. 


l^ — of foreign collaborations, 
too, the objection is that they impose 
untair competition because the foreign 
firms use moré modern machines and 
less labour. Rahul Bajaj of Bajaj Scoot- 
ers — India’s top producer of two- 
wheelers — argues about the new col- 
laborations in ‘his field: “With 26% 
equity and CKD [completely knocked 


(ICORs) — which measure the amount 
of capital required in order to produce a 
given amount of output — have been 
volatile in India’ but lately have been 
climbing (deteriorating), especially in 
ice wb; notes the World Bank. 
The current ICOR for the economy as a 
whole would restrict India's growth rate 
to 3.6% a year — well short of the 
seventh plan target. One reason is that 
heavy, capital-intensive industries such 
as mining, electricity, railways and 
some manufacturing are currently ab- 
sorbing around half of all investment 
while providing less than a quarter of 
total value-added in the economy. In- 
creasing returns to investment all round 
will require not only more efficient use 
of capital but of human and material re- 
sources, too. 

"It has primarily been the failure of 
the manufacturing sector to play a lead- 
ing role that has held the economy 
back," says the Bank. While the slow 
growth of disposable incomes and infra- 
structural bottlenecks have not helped, 
the disappointing performance of the 
industrial sector over the past two de- 
cades “emanates from a policy environ- 
ment that has impeded competition, ef- 
ficiency and growth.” It is this po- 
licy environment which Prime Minister 
Rajiv Gandhi is now trying to alter 
(page 82). 

e World Bank report provides 
him with a policy prescription to sup- 
rt the higher rate of growth which 
ank officials in Washington insist is 
New Delhi's own target rather than 
theirs. Capital and other resources will 
have to be more efficiently employed 
and the national savings rate will have to 
increase somewhat, Some perceived im- 
provement in India's terms of trade, 
coupled with modest increases in finan- 
cial transfers from abroad, should allow 
private consumption to grow at around 
4.5% a year — “more than double the 
rate of qoam growth" — and thus 
"provide room for significant progress 
in reducing poverty." This assumes that 
pee consumption is kept in 
ine with the growth in GDP. 

A key factor in attaining the 7% an- 
nual growth target for industry will be 
the availability of sufficient imports, 
says the Bank. Fortunately there is 
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down] kits supplying their own technol- 
ogy, the Japanese rather than their local 
artners are in control. There is no need 


-for this kind of collaboration except in 


very hi-tech areas like computers. I, 
too, have two-wheeler technology from 
Japan and so has Escorts, but we are in 
control of our projects. " 

The protests so far are whimpers and 


. not wails because all the contours of the 


new policy are still not clear. The gov- 
ernment has not yet made clear what it 
would do for companies that may be 
forced out of business. Right now, the 
government intervenes and usually 


some room for manoeuvre on this front. 
During the period 1973-83, India was 
able to contain import growth of major 
intermediate products such as fertilis- 
ers, cement, aluminium and steel, as 
well as Fes energy imports through 
exploitation of domestic oil reserves. 
But capital-goods imports have risen 
sharply since, and fuel imports are likely 
to grow substantially again as domestic 
reserves decline. 

Assuming that imports continue to 
grow at around 6.4% a year over the 
seventh plan period (in line with the 
overall economic-growth targets) and 
making certain assumptions about capi- 
tal inflows, then India's current-account 
deficit on the balance of payments is 
likely to run out at some 1.65% of GDP, 





the Bank estimates. This points to possi- 
ble problems. The current-account de- 
ficit has been running at 1.5-2% of GDP 
since around 1980 as a result of import 
liberalisation and the impact of the sec- 
ond oil shock of 1979, This in turn has 
led to a sharp increase in foreign bor- 
rowing plus the need for IMF assist- 
ance, as well as a drawdown in official 
reserves and initiation of a non-resident 
deposit scheme. (Remittances from 
non-resident Indians are now running at 
around 1.5% of GDP.) 

So, unless the current-account gap is 


takes over every industrial unit that gets 
sick. The latest legal definition of a sick 
company is “an industrial company, 
which has, at the end of any financial 
year, accumulated losses equal to, or 
exceeding its net worth, and has also 
suffered cash losses in such financial 
year and the financial year preceding 
such financial year.” 

Some industrialists argue that these 
artificial props prevent operation of the 
law of business — efficiency can only be 
raised by knocking out the inefficient. 
All the same, there is an all-round reali- 
sation that the policy decisions al- 


to widen to unacceptable levels as a re- 
sult of the need for sufficient imports to 
allow target growth in the economy, in- 
creased exports will have to take up the 
strain, suggests the Bank. Their growth 
will have to accelerate from the 4-5% 
rate seen over the past four years to 7% 
in 1986 and around 9% bY 1989-90. 
“This is obviously a much higher growth 
rate than India has ever attained in the 
past,” notes the Bank (though there was 
an “export spurt” in the late 1970s. 
helped along by a depreciating rupee, 
export incentives and measures to de- 
flate domestic demand). 


Settle nay external demand was also 
a major factor at that time, notes 
the Bank. The demand picture is by no 


means so favourable now, of course, but 
"given the small (and declining) Indian 
share in world exports, there is no 
reason to believe that India's export 
— is constrained decisively 
y world economic growth,” the au- 
thors of the report say. 
It is especially important that the ex- 
rt environment is made favourable 
or products which are sensitive to rela- 
tive international price competitive- 
ness, as these tend to be less capital-in- 
tensive and less dependent upon im- 
ports and infrastructural linkages. The 





ready taken and those that are in the 

offing can only lead to greater competi- 

tion. 
Those however, 


feeling uneasy, 


draw solace from their own argument” 


that the new policies will push the im-— 


port bill to a staggering level and in a 
few years India will be back to square 
one. One industrialist wishing to remain 
unidentified remarked to the REVIEW: 
"The foreign companies now serambi- 


ing for a foothold here will be as disap- 


pointed as they were when their euph- 7 


ria over Chinese liberalisation wore 


off." o 


Bank instances metal products, textiles, 


handicrafts, gems and jewellery, plus 


printing and publishing products as 
among those which should be pro- 
moted. 

The Bank appears optimistic on this 
score. "The government has, thro 
several committees, investigated 
scope for policy improvements whieh 


would make India more responsive To 


international-market needs in respect of 
cost and product quality. Reforms have 
started and are expected to continue im 
line with the government's announced 
intentions." The bank suggests that 
judicious management of the real effec- 
tive exchange rate of the rupee, along 
with export incentives, can be an effec- 


tive tool in enhancing the price competi- 3 


tiveness of India's exports. Despite a 
slight depreciation of the rupee in 1984, 
the relative profitability of op 
has not been high enough in itself to in- 
duce a switch to exporting in line with 
targets under the seventh plan. 

Even if the export-growth targets are 
met, India's debt-service ratio will in- 
crease from the present level of 15.5% 


(of current receipts) to 21.6% by 19895 


90, then stabilise at around 24% in the 
second half of the 1990s, says the Bank. 
This rise reflects a hardening of borrow- 


ing terms and only a moderate increase 
in the level of debt, from the current? 


level of 17% of GDP. 


Things could go badly wrong, howe | 


ever, if exports fall short of target. ex 
ps rise, for example, at two pot 
elow the projected level, while GDP 
and import growth continues as plan- 
ned, then "the current-account deficits 
and debt-service ratios would all be on 
explosive time paths," warns the Bank, 
This would obviously be unacceptable 
to New Delhi and imports would have to 
be cut. This in turn “would imply aban- 
doning the more externally oriented 5% 
growth strategy and reverting to a lower 
and less efficient growth pattern.” 
There are other “downside risks” 
apart from a possible shortfall in ex- 
ports. One is political. Unless there is an 
immediate and unambiguous success in 
rapidly accelerating India’s growth rate, 
the country would be borrowing heavily 
from abroad in the dark. “Continuing 
the policy thrust towards a more open 
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tail more risk than the government 
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. feels justified in taking,” says the Bank. 
. Increased foreign aid could make a 
. major contribution to carrying India 
over this transition period to higher 
growth. 

= The 5% growth scenario implies an 
_ increase in India's gross capital inflows 
from US$17.5 billion to US$34.5 billion 
yetween the sixth and seventh plan 
eriods. Likewise, disbursements from 
commercial borrowings between the 
two five-year periods will have to rise 
rom US$3.2 billion to US$17.8 billion 
— implying new annual loan commit- 
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© everal factors — low export prices 
2 for raw jute and jute goods as well as 
Other agriproducts, slowing down of 
Overseas workers’ remittances and 
foreign-aid disbursement, and a limping 
imp ort programme — beyond the con- 
trol of the government were responsible 
or the lacklustre performance of the 
Bangladesh economy during the first 
quarter (July-September) of the current 
fiscal year. 

— A relatively large raw jute crop — 
more than 6 million bales compared to 
4.6 million bales last year — has 
swamped the local market and the gov- 
ernment has had to cut its jute goods ex- 
port price by one-third, from US$600 a 
ton to US$400 to remain competitive 
with India. Raw jute price for the best 
quality at the growers’ level sank to 
- about Taka 250 (US$8.50) a maund (82 
Ib) compared to last year's price of Taka 
600-700. The price does not even cover 
the cost of production. Next year, as in 
he past, farmers are likely to try to 
avoid growing jute which may result in a 
much-reduced crop. 

- Dry chilli, another cash crop, is 
)eing sold at a distress price of Taka 500 
a maund as against Taka 2,500 last year. 
Tea is also fetching a considerably lower 

rice. Potatoes are receiving a poor 

rice for the second successive year and 
attempts to export surplus supplies have 
failed. Foodgrain prices remained static 
because of a good boro crop — the sec- 
ond most important rice crop — during 
August-September. While this has 
stabilised prices and inflation, it has also 
denied the farmers a better price as an 
incentive. 

— A visiting IMF team of experts in 

September expressed its satisfaction at 
_ the food production and price level, but 

‘was doubtful about whether this. was 
- good for generating more economic ac- 

tivity in the country. 

Poor prices have reduced the pur- 
chasing power of the rural community 


as | t UN e AD Ae So pr P Pe. wc 
trade environment might then en- | ments 


(compared to average annual commer- 
cial borrowings of around US$1.2 bil- 
lion a year since 1980-81). Given its re- 
cord of "prudent borrowing," India 
should have no difficulty raising these 
amounts, though it will need a judicious 
mix of borrowing instruments, says the 
Bank. Ability to service the debt will de- 
pend very much on export perform- 
ance. 

Continued progress in agriculture is 
crucial to India's growth and especially 
to improving the economic situation of 
the poor, the Bank adds. Experience 
has proved that growth of agricultural 
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Price falls hurt growth 


and this will eventually affect demand 
for industrial and other goods. Mean- 
while, the textiles industry in the public 
sector has been badly affected by smug- 
gled Indian yarn and other textiles pro- 
ducts. Cotton Pu worth Taka 1 billion 
had been stockpiled by the end of Sep- 
tember. Private-sector mills have man- 
aged to avoid large stockpiles by reduc- 
ing production. 

Finance Adviser and Principal Fi- 
nance Secretary M. Syeduzzaman, in 
his budget speech on 30 June, set targets 
for exports and im- 

orts during fiscal 
1985-86 at US$950 
million and US$2.6 
billion respectively. 
While the export 
target was marg: 
nal higher y 
US$50 million, the 
import target was 
US$100 million 
lower than last year. 

During 1984-85, 
the export target was 
marginally exceeded 
because of increased 
jute-goods prices 
though the volume 
of jute goods ex- 

rted was less. 

ow, with substan- 
tially lower export 

rices for raw jute, jute goods, tea and 
eather, the target may not be realised. 

The garment industry, which has 
emerged as a large export sector only in 
the past three to four years, has suf- 
fered a jolt following the imposition of 
quotas by the US Government. Nearly 
100 factories, out of about 500 in oper- 
ation, have been closed in the past sev- 
eral months. Attempts are being made 
to diversify the product range and also 
on into new markets such as Swe- 

en. 

Although economic activity in the 


the ‘ange ol US$A.: billion ( 
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poverty alleviation than: do subsidies. 


“A major effort to alleviate malnutri- 
tion in India over the next decade now 
appears feasible, with costs only a frac- 
tion of existing food and fertiliser sub- 
sidies," it says. But efforts will have to 
be made to ensure more even growth 
geographically in agricultural output. 

uts in government subsidies, along 
with substantial increases in tariffs for 
public power utilities, would help to re- 
duce the drain which the public sector 
has had on the economy as a whole, and 
allow resources to be freed up for pri- 
vate initiative. o 


BANGLADESH 


first quarter of a fiscal year is usually in 
low gear, a good performance in the 
current fiscal year, being the first year of 
the Third Five-Year Plan (TFYP)— ex- 
pected to be launched formally in De- 
cember — is important for the plan’s 
success. But the economic trend so far 
has not been promising. 

The second five-year plan failed to 
achieve most of its targets. For exam- 
ple, agricultural growth was only 3.6% a 
year as against the target of 8.4% and 

ross domestic product rose by only 

8% against the target of 8.4%. The 
tax-GDP ratio was only 8.3% at the end 
of the plan while the revised target was 
9.3%. Food produc- 
tion reached 15.8 
million tons (the 
target was 17.5 mil- 
lion tons), joe 
rose by 7% (8.6% 
was the target) and 
the main index of 
family planning re- 
mained roughly one- 
third below target. 
Foreign-aid receipts 


(project and com- 
modity aid) re- 
mained nearly 16% 


lower than the re- 

vised estimate. 
According to the 
draft TFYP docu- 
ments now being 
finalised, the plan 
will have poverty al- 
leviation as its central theme, focusing 
on employment and income generation. 
Major objectives and targets are: GDP 
growth, 5.4%; foodgrain production 
target, 20.7 million tonnes; popula- 
tion target, a net reproduction rate 
equal to one by the year 2000. By 1990, 
the population growth rate is to be 
brought down to 1.8% from the present 
level of 2.3%. The tax-GDP ratio would 
be 10.3% in the final year; domes- 
tic "m 10% of GDP, and exports 
showing 5.9% annual growth. 
— S. Kamaluddin 
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FLY THE LEADER. 


d. db. 


One crew flies ther all. 
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The Boeing new technology tination and make their return pride it gives your flight deck 
jetliners have one thing in com- flight at the controls of the 767-200. officers to fly such advanced tech- 
mon — the same flight deck crew Then the next day, take off on a nology jetliners. 


can pilot every airplane. No spe- — 767-200ER flight of 5900 miles With this kind of flexibility, 

cial training required. No addi- that puts them on the other side your marketing people have a 

tional airline overhead. No crew of the world. | host of scheduling options as well. 

scheduling problems. Think of the efficiencies. This is the Boeing family 
A757 crew can fly to one des- Think of the pleasure and at its best. 
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» 11 Million lines 11,258,85 
10 Grand total on order 
and in service 





5,291,992 , 
In service 4 





More than 11 million lines of AXE are on order or 
installed. Half are already in service 


36 countries have ordered or installed fully-digital AXE exchanges 
Digital subscriber switches are already in operation in 25 countries 
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AXE exchanges for mobile subscribers are ordered or 





Ten years’ growth in lines on order from Ericsson 
Over 75% of new orders are computer-controlled installed in 15 countries 















. Telecommunications in a 
 computer-controlled world. 


- | We live in a digital world. The yes-no logic of the computer has transformed the volume, 


UU the variety and the value of the information we have and how we handle it. 


: : |. In a modern telecommunications network, your calls are translated into digital signals, 
|. routed by digital switches, transmitted through digital transmission systems - all under 
digital computer control. 


The nerve-centres of digital networks are exchanges. In a fully-digital exchange, a digital 
computer controls a digital switch. But even if the switch isn't digital, computer control 
transforms the performance of the exchange. 


It offers more services, demands less attention, earns more money for investment into the 
future, 


All the major manufacturers oftelecommunications equipment have produced computer- 
control systems for telephone companies to build into their networks. Some of these 
systems don't work very well. Some don't work at all, so far. 


But one system knows its business, does its job, and has an unparalleled record of 
achievement: Ericsson's AXE computer-controlled switching system. 


These are the statistics of success. 


Some 100 telephone Administrations have 
chosen AXE. They're spread over 60 countries, 
and AXE is already at work in 43 of those 
countries, 


In all, 11,258,859 AXE lines are installed or on 
order. 


One way of measuring the amount of 
telecommunications capacity supplied by a 
No — — turer has the experience dnd manufacturer is by the number of telephone 
such a wide geographical spread contributes hnes the exchanges are handling, Some 
Nearly i 1200 AXE exchanges have been manufacturers count mobile telephone 
ordered. 560 of them are alreadv tn service. 
Ihev include tiny rural exchanges, the largest 
international digital exchanges in the world, 
and every kind and size of exchange in between. 


We don't. We don’t need to. 


37 AXE exchanges for mobile subscribers are 
installed or on order, to serve half-a-million 
One of the most recent parts of the network to subscribers, 
be ‘digitalized’ is the part closest to you: 25 
countries already have AXE digital subscriber 
switches installed. 


Mobile telephony is very neu, very exciting. 
AXE exchanges take id in their stride. AXE 1 
already at work with the Nordic NMT 

That’ probably more than all the — LS AMPS, and British LACS standards. 
telecommunications manufacturers hac 
(. supplied between them. 


subscribers and office extensions as basic ‘lines: 


2 nis Bote rigged Pus ok fus T fps orket iade Maguri $ 
IT DPISLE CIUT Bakers PTVMMH DIES tbai COTIÍFuH 


if state-of eti 
computer of an AXE exchange 


Proof against future shock 


Digital technology is a technology of change 
One of the tests of a digital system i$ How easily 
the underlying design ~ the ‘architecture’ ~ | 
absorbs change, Superficially AXE has changed 
out of all recognition in the years since it was 
launched, absorbing break-through after 
break-through in technology. 
But the fundamental concepts of AXE have 
survived unchanged. Each technological 
advance is a test of the AXE architecture. Each 
test merely confirms the benefits of AXE - 
greater capacity, easier handling, lower 
demands on resources. 

Keep up to date with AXE 
By the time you read this, these facts will he out - 
of date. The architecture of AXE allows foto | 
continuous up-dating, arid we make the most of ot ac 
it. Connexion - the AXE magazine = keeps you 
in touch with the continuing AXE success story U 
Contracts placed, problems solved, new | 
technology incorporated ... they ve all covered - 
four times a vearin Connexion. The coupon will 





bnng vou a personal copy. 


[ To: T Teiefosakiebolaget IM Ericsson, 


Public Telecommunications Division, S-126 25 Stockholm, Sweden. 


` Some areas served by AXE exchanges~ordered or 


installed for more than 60 countries. Please send me the latest issue of Connexion. 
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The ultimate source. 


Lead ... the source of energy. BHAS ... the source of service, reliability, quality. 

The source of technical assistance, of innovation and development. The source of consistently 
high purity lead produced in Australia, Taiwan, Japan, Belgium and West Germany. 
Wherever you are in the world, the quality and service remain constant. 

BHAS ... the ultimate source of your satisfaction. 


The Broken Hill Associated Smelters Pty. Ltd. 55 Collins Street, Melbourne. Australia 3001 Telex AA30285 
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Steatite seals — Indus Valley Civilization, 3,000 B.C. 


At Pakistan International, you'll discover that 
our accomplishments can be traced 
to the beginning of civilization. 





PIA 


Pakistan International | 
Great people to fly with 








FLYING TO: ABU DHABI, AMMAN, AMSTERDAM, ATHENS, BAGHDAD, BAHRAIN, BANGKOK, BEIJING, BOMBAY 

CAIRO. COLOMBO. COPENHAGEN, DAMASCUS, DELHI, DHAHRAN, DHAKA, DOHA, DUBAI, FRANKFURT., 

ISTANBUL. JEDDAH. KATHMANDU, KUALA LUMPUR, KUWAIT, LONDON, MANILA, MOSCOW, MUSC AT, NAIROBI, NEW YORK 
PARIS. RIYADH, ROME, SANA'A, SINGAPORE, TEHRAN, TOKYO, TRIPOLI and 29 destinations within Pakistan 
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Not at liberty to disclose 


@ SCENE: the Hongkong Club (some- 
time around 1970). Two members of the 
Companies Law Revision Committee 
are discussing over port the subject of 
secrecy (of the corporate kind). First 
member: "Surely when the governor set 
up this committee he didn't really ex- 
pect us to force company directors to 
disclose their shareholdings and deal- 
ings? The Chinese just wouldn't stand 
for that." 

Warming to his theme: "Everyone 
knows the Chinese have a deep-seated 
aversion to letting other pem e know 
what property they own. The legacy of 
bitter experience over the centuries I 
dare say." Second member: “Quite 
right. After all, the Chinese use aliases 
to conceal things even from their own 
families. 

First member: "And of course the 
Chinese aren't the only ones averse to 
disclosing their private affairs to the 
public eye. But how are we going to 
phrase this in our report? Why not say 
this: "There would be many people who 
would seek to avoid disclosure by every 
means open to them. This is all too easy 
in Hongkong where the use of nominee 
companies is established and the use of 
aliases common ." 

His colleague: "Yes, that sounds 
about right. And why not add: 'In 
Hongkong, investors are on the whole 
much less sophisticated than those else- 
where. So there would be à very real 
danger in Hongkong of perfectly 
straightforward transactions by 
thoroughly respectable directors or 
major shareholders being misinter- 
preted'." Second member nods agree- 
ment. “Yes, and we can always throw in 
that stuff about Hongkong being the 
'Switzerland' of Asia. The need for sec- 
recy to preserve confidence." They fall 
contentedly to sleep in their chairs. 

In another corner of the same room, 
two other members of the committee — 
men of a more reformist ilk — are con- 
versing. First: "It's wrong to say that no- 
thing will be gained by requiring direc- 
tors and insiders to report all their trans- 
actions. The whole situation has to be 
brought into the open." Second (some- 
what piously): “Yes, disclosure would 
act as a deterrent to improper conduct.” 
First agrees: “We'll put all this in our re- 
port.” 
€ TIME passes. It is now 1973 and the 
committee's final report — the commit- 
tee was set up in 1962 — is finally pub- 
lished. It contains much of the stuff of 
the above conversations. In the event, 
the report comes out decisively against 
disclosure but a minority report (by 
Messrs G. M. Macwhinnie, S. V. Git- 
tins and C. H. Wong) urges that there 


should be full disclosure. Among the 
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committee luminaries against disclosure 
are one Uisdein McInnes and a certain 
Peter Scales — about. whom, more 
later. 

More time passes. It is now 1978. 
Five years have gone by during which 
company directors and other insiders 
have continued to wheel and deal freely 
in their companies' shares — away from 
the potentially "embarrassing" gaze of 
the public. A revised Securities Ordi- 
nance is published. It makes no mention 
of disclosure by such people. It does, 
however, provide for a tribunal to look 
into insider dealings — two years after 
the local securities authorities and the 

lice investigated the apparent sale of 
arge blocks of Wheelock Marden 
shares by "certain large shareholders. " 

But the tribunal is a toothless beast. 
It does not have the 
power to prosecute? 
offenders, only cen-2 
sure them. The effi-2 
cacy of this truly terri- 
ble sanction can best? 
be judged from the; 
way in which power- 
ful Chinese business 
interests in Hongkong 
blithely ignore cen- 
sures under the take- 
over code (which also 
appears in 1978 when secret, pre-take- 
over dealings become just too blatant to 
ignore any longer). 

The boom times come to Hongkong. 

Profits soar. So does bank credit to fi- 
nance mega-speculation in the property 
and stockmarkets. Paper fortunes are 
being made overnight and everyone is 
too busy speculating on their own ac- 
count to worry about what company di- 
rectors are up to. 
@ MORE time passes. It is now 1983 
and Nemesis dominates the Hongkong 
corporate scene. McInnes (whom read- 
ers will remember was one of those com- 
mittee members who came out against 
share-dealing disclosure) has been un- 
ceremoniously removed from his post as 
securities commissioner and questioned 
by the Independent Commission 
Against Corruption under the Preven- 
tion of Bribery Ordinance, though he is 
never charged. Scales has his licence as 
a securities dealer and investment ad- 
viser revoked over the alleged unau- 
thorised disposal of clients' shares. 

One after another, the boom-time 
companies come crashing down — Car- 
rian and Eda followed by the Hang 
Lung Bank and a clutch of deposit-tak- 
ing companies, and then later by the 
Overseas Trust Bank. Now the air is 
thick with retribution and people asking 
how it could have happened. Why was 
no one told about all the dishonest 
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wheeling and dealing going on? WI 
were ordinary shareholders not kept in 
formed? ! 
Time to dust off the disclosure proe 
posals again. In April 1984, Robert Fel 
(who replaced McInnes as securitie 
commissioner) slips into the draft Seeu 
rities (Stock pocas Listing) Rule 
requirements covering disclosure @ 
substantial shareholdings in companii 
(more than 10%), including those of d 
rectors and officers. Someone higheru 
deems this to be ultra-vires — ther 
needs to be a substantive change in t 
Companies Ordinance before it & 
happen. The wheelers and dealers sig 
with relief. 
Another 18 months pass. The Secul 
ties Commission (now under Ray Asti 
says it is confident that by | Januar 
1986, it can (provided the governor ap 
proves) take powers under the Secum 
ties Ordinance (Section 14) to compx 
companies to disclose details of direc 
tors’ holdings — as a condition of then 
being listed on the local stock exchanges 
But disclosure of major shareholdings 
in-general will have to wait until the 
Standing Committee on Company Lay 
Reform (now traumatised by corporate 
failures into favouring disclosure) ha 
got its pro s through the varic 
professional bodies and legislative 9i 
gans. Ec 
€ TIME moves on. It is now 199 
Scene, the Hongkong Club again. T 
members of the standing committee à 
discussing (over mao tai, this time) d 
subject of disclosure. First: “I perso 
ally don't think the Chinese would stam 
for it. I mean it's getting close to 19$ 
and they won't want Peking knowin 
what they own — what they haven't ab 
ready moved offshore, that is. It wou 
just invite persecution.” Second: “Ye 
and it's not as shough the Peking lot; 
exactly hot on the idea of corpora 
democracy anyway. I think we'd bette 
say in our report that ‘while full disc 
sure may be warranted elsewhere, 
special circumstances of Hongke 
ete. o. 
€ TALKING of which, Shroff gathe 
that the Securities Commission deeme 
discretion to be the better part of va 
our recently when the Bank of China ii 
vited some of Hongkong's leading bu 
nessmen to subscribe to Hongko 
Macau International Investment — 
owners of Dragonair, among other 
things. They included people like the 
late Fung King-hey, Henry Fok, T. K. 
Ann and corporations such as Cheung - 
here else (in Singapore fc 
instance), an invitation like that would | 
offering re- 
But this is - 


| full prospectus. 
Hongkong after all. 
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Books open, sky closed 


MAS issue expected to be the first of several 


By James Clad in Kuala Lumpur 


alaysian investors are giving Prime 

Minister Datuk Seri Mahathir 
Mohamad's privatisation policy its first 
marketplace test as 49.5 million shares 
in hitherto wholly government-owned 
Malaysian Airline System (MAS) are 
being sold to the public (REVIEW, 10 
Oct.). The shares on offer represent 
30% of the M$350 million (US$143.9 
million) enlarged capital of the airline. 

Applications for the M$1 par-value 
shares (at an issue price of M$1.80 each) 
close on 31 October and balloting to 
allot shares among the expected excess 
applications starts on 6 November. It is 
intended that the company will gain a 
listing on the Kuala Lumpur Stock Ex- 
change (KLSE). 

Unlike recent floats in tandem with a 
KLSE listing, MAS is asking investors 
(restricted to Malaysian citizens and 
companies) to think beyond immediate 
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resale prospects to long-term earnings 
potential. The message may be getting 
through: the lead manager, Malaysian 
International Merchant Bankers 
(MIMB), says applications are coming 
in from people normally uninterested in 
equity investment, 

Sull, much of the small-investor in- 
terest comes from those hoping the mar- 
Kets current speculative thrust will 
allow them to offload the shares for 

uick gains. Meanwhile, the prospectus 
or the offer (which is underwritten by 
12 local merchant banks) promises an 
8% dividend for the financial year end- 
ing 31 March 1986, implying a modest 
yield of 4.4% on the offer price — about 
half of what a fixed-term commercial- 
bank deposit currently yields. 

On the other hand, the shares are 
being offered at a fairly attractive 5.9 
times prospective earnings of 30.4 M 
cents a share (on the enlarged capital as- 
suming pre-tax profits of M$106.4 mil- 
lion in the current year). Sweetening the 
offer are tax concessions that will deem 
the dividend non-taxable income for 
several years. 

The decision to go for Malaysia's 
largest-ever offering is something of a 
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gamble — but most analysts expect a 
sizable over-subscription. Prior to this 
float, Metroplex's 41-million share and 
Development & Commercial Bank's 
29.9-million share offerings had been 
the biggest issues on the KLSE. In addi- 
tion to the 49.5 million-share public of- 
fering, another 3 million shares will go 
to an "approved institution" (most 
likely a bumiputra [indigenous, mostly 
Malay | investment fund) while a further 
17.5 million shares are being reserved 
for MAS employees. 

The float is part of a wider exercise to 
increase MAS' capital base. MAS 
(which limits any one shareholding to 
10% of the equity) began operations in 
1971 and its paid-up capital had grown to 
only M$70 million by the time of the 
most recent capital injection in 1979. 
Besides the public float, the company 
has just declared a three-for-one bonus 
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issue, capitalising M$78.67 million of 
recently re-valued assets and another 
M$131.3 million from its general re- 
serves. 
MAS’ enlarged capitalisation is 
probably overdue. The airline has ex- 
anded vigorously in recent years, gear- 
ing up with foreign loans and ploughing 
its sizable earnings back into develop- 
ment. Up to now, MAS has not paid a 
dividend to its shareholders (the federal 
government with 90% and the Sabah 
and Sarawak state governments with 
5% each). Total borrowings (77% of 
which came from foreign banks) 
reached M$854.7 million by 31 August 
— mostly long-term borrowings secured 
by government guarantee. 


Ithough MAS chief executive Datuk 

Abdul Aziz recently told the 
REVIEW that there “is no time frame for 
the next flotations," most analysts ex- 
pect another issue — and possibly two 
— in the next two years to reduce the 
government stake to 30%. To guaran- 
tee continuing policy control, the Fi- 
nance Ministry has taken a special M$1 
redeemable preference share in the 
float. This single share entitles the 
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ministry to six seats on the MAS board 
and also gives an effective veto over 
company policy. The prospectus states 
that: “The Special Share exists to enable 
the [Malaysian] Goyernment to ensure 
that certain major decisions affecting 
the operations of MAS as a national air- 
line are consistent with its policy. The 
Special Share, which may only be held 
by the government, does not carry any 
rights to vote . . . but-entitles the holder 
to attend and speak at [company] meet- 
ings. Certain matters, in particular the 
alteration of specified Articles of As- 
sociation of the Company including the 
Article relating to the. Limitation on 
Shareholdings and. any substantial dis- 
posal of assets, amalgamation, merger 
and takeover, require the prior consent 
of the holder of the Special Share." 

The extent of that control was re- 
cently revealed in a top-level decision to 
overturn MAS board, recommenda- 
tions. A commitment to buy four Rolls- 
Royce engines for a new; Boeing B747- 
300 met resistance àt cabinet level and 
Pratt & Whitney (P&W) engines were 
selected instead (REVIEW, 29 Aug. ). 

Government sources. said that the 
national petroleum. corporation Pet- 
ronas will now take delivery of, and title 
to, the new M$300 mil- 
lion 747 — and will then 
lease it to MAS starting 
next July. 

The «MAS aircraft 
fleet now comprises two 
Boeing 747-200s, three 
DC10-30s, four Airbus 
A300-B4s, 11 Boeing 
737s, 11 Fokker F27s and 
four De Haviland DHC- 
6 aircraft. Current. sec- 
ond-hand market valua- 
tions suggest this fleet is worth US$387- 
437 million. What remains unclear, 
however, is whether the P&W engine 
decision foreshadows a government-di- 
rected “rolling-over” policy on the 
financing of aircraft acquisition — rela- 
tively frequent purchase and then sale 
of new aircraft (as is done by Singa- 
pore Airlines) in preference to MAS’ 
present approach of using aircraft for 
a longer period to build up cash for 
further expansion. This is a big impon- 
derable. 

Apart from aircraft, much of the 
value of MAS’ other assets — its sub- 
stantial properties, for example — 
hinges on rentals paid for more than 
275,000 ft? of land and buildings leased 
in Malaysia. MAS has freehold title to 
just one residential property. 

Twenty-year leases are now being 
finalised with the federal government — 
whose Civil Aviation Department holds 
special reserve rights. The most impor- 
tant complex lies on Selangor state lead 
at the international airport. Rental po- 
licy will obviously have an important — 
but as yet unknown — impact. Signs 
point to continuing government le- 
niency, however. 
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The company’s turnover shows solid 
growth to reach M$1.3 billion in the 
year ended 31 March. Despite large 
borrowings, debt-servicing costs fell 
23.6% and overall expenditure fell 
2.7% while revenue climbed 4.5% in 
the same period. Net profits reached a 
record M$131.6 million, continuing an 
upward trend sinée 1981-82 when de- 
clining profitability.had bottomed into a 
M$35.2 million after-tax loss. Chances 
look good for reaching the forecast fig- 
-ures — even though cargo revenues 
(about 10% of MAS' revenue) seem set 
to drop with declining manufacturing 
‘output in Malaysia. 

MAS’ prospectus forecasts interna- 
tional, domestic and Malaysia/Singa- 
pore passenger growth at a composite 
7% a year until 1990) with cargo car- 
riage rising Still faster — rates derived 
from generally accepted industry fore- 
casts. Three-quarters of all revenue 
comes from passenger traffic, according 
to MIMB sources, with charters (575), 
mail and incidental services (10% ) and 
cargo contributimg the rest. Within the 
passenger component, 75% of earnings 
come from international traffic — hence 
the strong push into network expansion. 


he airline/has taken stakes in public 

relations and hotel businesses (includ- 
ing an 11% holding, worth M$6.6 mil- 
lion, in Seri Pacific Corp. which owns a 
recently opened: 571-room hotel). 
Given that the hotel market is fast ap- 
proaching overcapacity, the investment 
may take sometime to become profita- 
ble. Despite MAS’ sound earnings over 
the past three years and generally solid 
record since incorporation 14 years ago, 
a few question-marks hang over past in- 
vestment decisions. 

Particularly in light of the current 
high-rise property glut, the wisdom of 
sinking large sums into a new 36-storey 
headquarters’has been questioned as, at 
the very least, “a less than optimal use 
of funds." In short, while there are not 
likely to be any further capital calls from 
MAS mixed stable of companies, 
analysts wonder why they were included 
m the exercise at all. 

MAS’ passenger earnings look set to 
rise with the withdrawal from 
November of seat-sales limitations 
(now set at 310 passengers) on its Lon- 
don flights as part of the package agreed 
with Britain to allow MAS a fifth weekly 
flight to London. More pick-up rights in 
Europe, with options for Athens and 
Copenhagen being studied, also por- 
tend solid international expansion, 
while the US dollars decline and 
weakening petroleum prices should also 
boost custom and cut operating costs. 

Government aviation policy will 
continue to protect MAS’ privileged 
status, keeping out charters with pas- 
senger-raiding potential. There is little 
likelihood of adopting a radical “open 
skies" policy in conjunction with MAS’ 
privatisation. o 
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investment climate 
attractive 


The Swiss Volksbank knows many investment outlets in 
Switzerland for your surplus funds. 

In Switzerland's favour are its political stability, its sound economy 
and one of the hardest currencies in the world. 

In Swiss Volksbank's favour are over 5000 qualified staff, over 
115 years experience and a speedy and reliable service. Foreign 
investors are not familiar with the Swiss stock market, therefore they 
need a knowledgeable partner who will look after their interests. 

The Swiss Volksbank is familiar with the many investment alterna- 
tives available. 

Write.to us or simply pay us a visit. Switzerland and the Swiss 
Volksbank have always something to offer. 

You will find us in all important centres in Switzerland as well as 
in London, Tokyo, Singapore and Sáo Paulo. 








' SWISS VOLKSBANK 
Head Office: 26 Bundesgasse, CH-3001 Berne 


I find Switseriandll 
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ket. transactions, 
i precede public offerings in 
re, are ones done informally on 
JU basis for shares which are not 
ted.) That would translate into an 
ected market price of about $$4.25 
the SIA shares after they have been 
. as the company plans to double 
share capital prior to the public offer- 
g with a one-for-one bonus issue. 
A S$425 price would represent a 
ultiple of 12 times the’ consolidated 
er-tax earnings of 71 S cents a share 
hich SIA reported for its financial year 
ided 31 March. This rating would indi- 
te that investors expect SIA to per- 
orm better than MAS, whose shares 
e being offered on a multiple of 5.9 
nes this year's earnings. 

The SIA public re i$ likely to 
sist of a minimum of 50 million 
res currently owned by its parent 
iny, the Singapore Government 
ment vehicle Temasek (Hold- 
gs) These shares would represent 
% of the company's newly doubled 
capital, and most expectations are 
ey will be priced at $$4-5. The flo- 
ll also create a market for the 
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$$18.85m 
(US$8.9m) 


o OF g-awaited stockmark et appearance - 


speedily arranged flotation of- 


its long-planned share offering - 
r and move to a full local | 


sue, coupled with | 


: | Britain's S. G. Warburg, 
“grey market" price of about 
share. for SIA | 

















SIA shares —— by employees, which 
account for another 23% of the com- 
pany's equity. The government-control- 
led. Development Bank of Singapore 
(DBS), which is managing the flotation, 
is offering to buy employee shares 
which it may then add to the number | 


available for public sale. 


While SIA is expected to offer prior- 


ity to local investors, it is also preparing 
the wav for placements of its shares 
- overseas parallel with the local public 


offering. Allocations are expected to be 
made to Goldman Sachs of the US; 
and Japan's 


Daiwa. Securities, for? distribution in 





their respective markets. The number 
| of shares available for placement over- 


seas is likely to depend in part on the 
number sold to DBS by employees. 


M arketability of the SIA shares over- 
seas is likely to be helped by the 
quality image of the airline itself, tradi- 
tionally rated highly by business travel- 
lers. SIA is, of necessity, a purely inter- 
national carrier, while MAS maintains a 
substantial domestic network. The 
average SIA passenger in 1984 flew 
more than 4,000 km, four times the 
comparable figure for MAS, helping 
STA rank as the 14th biggest air passen- 


' ger-carrier in the world. 


The main reason why investors are 
likely to rate SIA highly is the impres- 
sive consistency of its profit record, par- 
ticularly when measured by the volatile 
standards of the industry worldwide. 
SIA has reported profit increases in 
eight of the past 10 vears and has never 
made a loss. In the same period, by con- 
trast, MAS suffered years of negligible 
profits and one, 1981-82, in which it lost 
M$35.2 million (US$14. 5 million). 

SIA can also point to the benefits of a 
high capital-investment rate, the basis 
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Extraordinary profit A$294,000 vs loss A$374,000 in previous 


Profits hit by volcanic eruption scare, slump in cargo flow to 
Ok Tedi mine, poor law and order, and reduced government 
spending. 


Announced one-for-10 cash issue at NZ$3 each and one- 
for-four bonus issue. Forecast PES at NZ$1 35-140m for 
current year. 


Profitability to be maintained at 1984-85 level. 





stretched c Boeing g 747. 
six Airbus A310s, and four Boeing 757s. 

New planes help SIA's image and re- 
liability, cut servicing costs, and have 
helped it make fuel savings of 20% over 
the past five years, The airline also says 
young, well-maintained planes com- 

mand high prices from other airlines 
which buy second-hand. It earned 
S$48.2 million from aircraft sales in 
1984-85, and S$21.1 mil lion in 1983-84. 
SIA's heavy capital-expenditure pro- 
gramme makes some brokers keen to 
see its prosp »ectu: contain some more 
detailed explanation of depreciation po- 
licy: while SIA writes down its planes’ 
value over a notional eight-year period, 
it does so to an_undisclosed residual 
value. periodically adjusted. 

SIA's profits are, like those of any in- 
ternational airline, highly vulnerable to 
exchange rates: the company says the 
strength of the Singapore dollar cost it 








S$124 million in its 1984-85 financial. 


year. It must also be affected by the cyc- 
lical rises and falls of airline profitability 
worldwide, though it has so far 
positioned itself better than almost any 
of its competitors. 

Last vear was the best since 1979 for 
most airline operators, part of the 
reason why privatisation is now on gov- 
ernment agendas in Singapore, Malay- 
sia and Britain, while Hongkong 
stockmarkets are periodically abuzz 
with rumours of an eventual flotation of 
Cathay Pacific, and Japanese markets 
of further placements of government- 
owned shares in Japan Air Lines. But as 
SIA deputy chairman Lim Chin Beng 
noted in a recent speech, it was a strong 
year mainly for negative reasons: no 
fuel-price shocks, no air traffic-control- 
lers' strikes, no major aircraft ground- 


ings. Buying any airline shares now isto. | 


some extent a gamble on whether the in- 
dustry is entering an unusually. sus- 
tained phase of prosperity, or peaking 
ahead of another cyclical downturn. D 
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Never a lender be 


Hongkong resists the World Bank entering its market 


By Philip Bowring in Seoul 
TT Hongkong Government is resist- 
ing an approach from the World 
Bank for approval to make a Hongkong- 
dollar bond issue. The Bank is anxious 
to diversify the markets in which it bor- 
rows, especially now that US pressure 
for speeded disbursement of bank lend- 
ing, particularly through fast-acting 
structural adjustment loans to the 
deeply indebted nations of Latin 
America, is likely to raise its net bor- 
rowing requirement in capital markets 
to close to US$9 billion a year. The 
Bank is believed to have been looking at 
an initial issue of around HK$300-400 
million (US$38.5-51.3 million). 

The Bank also appears to have been 
hoping that, Judging from recent bond 
issues, the cost of borrowing Hongkong 
dollars long term would be iae 
less than borrowing in US dollars 
though the Hongkong dollar is pegged 
to its US counterpart. 
Hongkong Government is very nervous 
about anything which smacks of "inter- 
nationalisation" of the Hongkong dollar 
which would, it thinks, lead to in- 
creased speculation on the probability 
of the local currency at a point being 
re-pegged to the US unit at a higher 
level. 

The government cannot actually bar 
the Bank from the Hongkong capital 
market where there are no controls on 
issues. Indeed there is a theoretical obli- 
gation on Hongkong's part through Bri- 
tain's membership of the World Bank to 
give the Bank access. However, the 
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Bank will not proceed in the face of offi- 
cial discouragement and to save its own 
face the Hongkong Government is be- 
lieved to have raised the problem of 
possible interest-tax complications aris- 
ing from such an issue. 

It was the interest tax issue which 
killed a proposal in the late 1970s for the 
Asian Development Bank (of which 
Hongkong is a member in its own right) 
to borrow in the Hongkong market. At 
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that time the government was not con- 
cerned about the currency impact — the 
local currency was then floating and 
strong and there was foreign interest in 
holding it. The Canadian province of 
Manitoba became the first (and only) is- 
suer in the local market and avoided in- 
terest tax by a back-to-back device. 
However, it was considered inappro- 
priate for the ADB, a multilateral deve- 
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avoidance measure. Now, howey T. 


there would be no major interest-tax 
problem as the tax is only levied on ins 
terest income of local corporations. 

The rejection of the World Bani 
while not unexpected, will cause con 
derable disappointment — and not only 

among merchant bankers. Some poten- 
tial local buyers of Hongkong-dollar ~ 
bonds would like access to ipie - 
aper. Some, too, feel that à degree o 
internationalisation of the Hongkong. + 
dollar would increase confidence in the 
long-term future of the territory and its 
economic system by increasing the 
amount of foreign commitment to it. 

From the point of view of the mul 
tilateral development banks, there | s 
also something rather shortsighted i 
the attitude of small coun- 
tries which claim to b 
major financial centres 
but deny others the free 
dom to capital ts 
that they need for the 
survival of their in- 
cial centres, Singapore's 
attitude in this regard is - 
seen as even more voy ) 
of criticism, given : 
massive reserve position 
and current stab 
Hongkong at least has 
the excuse of liti cal 
uncertainties and recol-- 
lection of the collapse of 
the Hongkong dollar in 1983. 

However, supporters of allowing a 
World Bank issue suggest that as- 
there is already potential for porum 
lation in the Hongkong dollar becaus 
of the huge number of banks b ed 
there, and the lack of even monitori 
let alone control, of foreign-excham 
transactions, a few long-term bonds 
sues would not increase the risk. 
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Asia for the period to 7 Oct. 


TOKYO: Volume was still high in the period 
ended 7 Oct., averaging 561.66 million shares a 
day. The Dow Jones Average crept up, ending the 
period at 12,792 points. Bullishness prevailed as 
the market turned towards yen-sensitive issues 
stimulated by the falling US dollar. Big capital is- 
sues, such as Tokyo Electric Power, similarly 
ooed investors. Other winners were issues likely 
Io profit from cheap oil imports. Property and re- 
lated shares were bought heavily amid rumours of 
3 government revaluation of corporate assets and 


Investment in property. 


TONGKONG: The Hang Seng Index bounced 
ack to above the 1,600-point level of a month 
igo. Anticipation of new interest-rate cuts helped 
sntiment, though it was property tycoon Li Ka- 
hing’s corporate manoeuvres which gave the 
E the impetus needed to break through the 
1,600-point barrier to close the period at 1,617.76. 
hat was up nearly 106 points on the previous 
lose. The move to privatise International City 
loldings (controlled by Li and Hongkong Elec- 
t ic) benefited Li's two other listed companies, 
-heung Kong and Hutchison Whampoa. Turn- 
over, however, remained fairly thin at HK$226.55 


million (US$29 million). 


m 
JAL A LUMPUR: After four weeks of rising 
alues, most share prices dipped as profit-taking 
ulled back many situational listings amid steady 
trading that averaged 31.7 million shares a day 

worth M$76.6 million or US$31.5 million), a 
light drop on the previous period. Some analysts 
iad expected a consolidation phase, but 
peculators still chased some counters, with the 
bullish sentiment even spilling over into selected 
iins for a few blue-chip shares. Issues such as 
Raleigh Cycles and Chocolate Products (between 
them accounting for more than 10% of all trading) 
ontinued to attract buyers. 

MAPURE: The market dipped sharply with 
> Fraser's Industrial Index shedding 59.8 points 
ring the period to close at 4,011.85 on 7 Oct. 
ading was heavy but centred on second liners. 
recent weeks Malaysian second-liners were the 
Itt of speculation, but during this period less- 
aded Singapore stocks also came in for some sell- 
g. Rumours of institutional investors slowly re- 
turning to the market did not materialise, and the 
market was dragged down by discouraging corpo- 
rate results during the period. A daily average of 

5.78 million units changed hands. 
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MANILA: Activity continued to be concentrated 
on a few commercial-industrials and mining is- 
Sues, with oils virtually ignored. — aily 
lurnover grew to P2.5 million (US$134,408), 
from the previous period's P 1.6 million. Over the 
Jast month, four issucs have emerged the favour- 
tes — Globe Mackay, PLDT, Philex Mining and 
San Miguel. A few other commercial-industrials 
lave been aided occasionally by rumours of di- 
idends. The Manila commercial-industrial index 
ose 4.32 points to close at 167.59 while the mining 
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HONGKONG staged a dramatic comeback. though how long the rally will last is 


an easing of restrictions on insurance companies" 
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anybody's guess. New Zealand suffered a sharp technical correction to lead losers in 
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indicator advanced 7.28 points to 668.23, and the 
oil gauge slipped 0.007 of a point to 0.797. 


AUSTRALIA: The markets scored a string of new 
records on the back of a Jack of scrip, good annual 
results, and special situations including a sharp 74 
A-cent rise in giant Broken Hill Proprietary Co. 
(BHP) to A$8.60 (US$6.10) as raider Robert 
Holmes à Court revealed an 11% stake. The Aus- 
tralian All-Ordinaries Index gained 30 points over 
the period to smash through the 1,000-point bar- 


tier ón 2 Oct, and finished at 1.017. The All-Indus- 


trials Index surged early in the period and held an 
15.6-point gain to 1.473.9 despite lost ground later 
on. Mining stocks moved ahead with the All-Re- 
sources Index jumping 37.9 points to 662.9. 


NEW ZEALAND: The market weakened sharply 
in the period with Barclays Index falling 71 points. 
Trading was relatively quiet and even Brierley In- 
vestment’s favourable profit announcement failed 
to stop the market's fall.-A major selloff was evi- 
dent by the period's close. Sentiment was damp- 
ened by the continued economic downturn. Con- 
ditions are expected to worsen as interest rates re- 
main high and the New Zealand dollar continues 
to strengthen. 


TAIPEI: The market began the period with a six- 
point gain from a burst of buying activity after the 
two-day holiday break, which was then followed 
by four days of downward drift and profit-taking. 
The period ended on an upbeat note, however, as 
the weighted price index climbed back up to 
717.33, for a gain of 7.31. Market sentiment was 
buoyed by the decline of the US dollar against 
major trading currencies. With the NT dollar 
pose pegged to the US currency, investors ' 
hoped Taiwan's exports would be aided by the de- 
cline. Volume was up slightly. with average daily 
transactions at NT$596 million (US$14.9 million). 


BANGKOK: Trading at the Securities Exchange 
of Thailand remained sluggish, with prices fluc- 
tuating narrowly and mostly lower than the previ- 
ous period. Most of the usually active players 
stayed on the sidelines in the absence of new deve- 
lopments. Despite a technical recovery in mid- 
period, selling pressure was strong enough to lead 
to a net loss by the close. The Book Club Index lost 
0.84 of a point to close the period at 131.61. Vol- 
ume for the period totalled 2.87 million shares val- 
ued at some Baht 212.43 million (US$8 million). 


SEOUL: The bulls prevailed, continuing to push 
prices up after months of being in the doldrums. 

e composite index was up.().28 of a point to 
139.19, with average daily volümes rising by 4.58 
million shares to 26.94 million. Leading sectors 
were fisheries and garments, up 5.49 and 4.9] 
points, respectively. Rubber fell the furthest, 
down 5.06 points. Daehan Paint made the largest 
gain. Analysts attributed the confidence to hopes 
of an announcement from the government regard- 
ing steps to liberalise the market to foreigners, 
and a generally optimistic feeling ahead on the 
opening of the World Bank/IMF meetings in Seoul. 
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The Review Focuses on 
Merchant Banking & 
Personal Investment 


The barriers are crumbling; banks turning into securities’ 
houses, securities’ houses into banks. Is there room left for the old 
fashioned merchant bank? Or is the future the preserve of 
financial supermarkets? 


Review correspondents throughout the Region will be 
answering these questions from Tokyo, where the battle for 
territory 1s being waged between domestic and foreign 
Institutions, to Australia and India. 


There will be special reports on debt instruments and currencies 
and, on personal investment, Focus asks who are the best fund 
managers and why; reports on tax havens, on gold and on the 
attractions of bonds vs equity. An investor's guide to choosing, 
valuing and buying shares is also provided. 


As the world’s premier publication on Asian affairs, the 
Review is considered an essential part of the business day for over 
200,000 senior executives in banking, industry, government and 
the professions and no other publication has a greater command 
of their attention. 


[n a Focus issue, this is even more true. 


An advertisement in the FAR 
EASTERN ECONOMIC REVIEW 
continues to be the most cost 
effective means of reaching Asia's 
decision makers. If your company is 
not already advertising with us, why 
not start by taking the excellent 
opportunity of an advertisement in 
the Review's Focus on Merchant 
Banking & Personal Investment by 
contacting: 


Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review Ltd 
G P O Box 160 
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his island in the north of Vanuatu 

contains the derelict shells of more 
than a few investments, the most recent 
being the electronic machines at the 
local Barclays and Indosuez bank 
branches which were burnt out a month 
or two ago by a 400-volt surge from the 
erratic diesel generator in Luganville, 
the main township. 

Santo was named after the Holy 
Spirit (Espiritu Santo) by the Spanish 
explorer de Quiros in 1606, but has 
many less holy ghosts around. Among 
them the “blackbirders” who ran a vir- 
tual slave trade to the sugar plantations 
of Queensland and Fiji until the turn of 
the century, and British and French 

lanters who “bought” huge tracts of 
and from Melanesian “owners.” 

Rotting quonset huts are still the do- 
minant architectural mode of Lugan- 
ville, and many newer structures are 
built on the concrete slabs of huts that 
collapsed. Out among the coconut 
plantations are dispersed munitions bunk- 
ers, that have proved to be 
excellent cyclone shelters, and 
one or two strips of rusting 
steel mesh, all that remains 
of what once were fighter 
bases. About 100,000 Ameri- 
can soldiers were based in 
Luganville when it was a major 
base for the 1942 Solomons 
campaign. 

The wreck of the 32,000-ton 
luxury liner Calvin Coolidge 
lies where it hit a mine in 1942 
just along the foreshore. Its 
bow, resting on a coral reef, is 
only 20 m below the surface 
and the wreck remains the only 
consistent tourist drawcard for 
the place. Further along is Mil- 
lion Dollar Point, where the 
departing Americans dumped surplus 
vehicles and equipment into the sea. 

That combination of colonial land 
alienation and American profligacy set 
in train the processes that put Santo into 
newspapers around in the world in 1980, 
when a local movement tried to secede 
from the Republic of Vanuatu just prior 
to its independence. 

The central figure was Jimmy Ste- | 
vens, born in 1926 of a Scottish father 
and Tongan mother, whose first taste of 
power was as 16-year-old head gardener 
at the US base when he achieved “big 
man" status by funnelling goods from 
the PX stores out to his friends. 

Around the mid-1960s Stevens took 
over a former cargo cult that had begun 
in 1946 by building a road down which 
American trucks would assuredly roll. 
The focus by then was to regain land, 
and Stevens won support from the peo- 
ple of the "Dark Bush” (uncleared land) 
against the new European cattle barons. 
Calling his movement NaGramiel he set 
up a headquarters village at Tanafo, 30 
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km north of Luganville, where he re- 
sided with his 20 or so wives. 

As what was then the New Hebrides 
Condominion, jointly run by France 
and Britain, approached independence 
NaGramiel became an attractive horse 
for the French to back against the in- 
creasingly strong nationalist party, Van- 
uaaku, based chiefly on English-speak- 
ing communities. 

Vanuaaku's policies on returning 
land to traditional owners alarmed 
others, not least the ranchers on Santo 
such as Andre Leconte, or the Hawaii 
businessman Eugene Peacock who had 
been selling residential subdivisions on 
the island to US servicemen in Vietnam. 
An American group of rightwing liber- 
tarians, the Phoenix Foundation, also 


found Stevens the man to back for a stand 
against Third World “communism.” 
Stevens declared the independent 
"Republic of Vemarana" with this as- 
sorted backing at the end of May 1980, 
inducing a final round of the Anglo- 





Polish ship loading copra: economic survivor. 








French squabbling that had been the 
hallmark of the condominion’s adminis- 
tration. 


he “Coconut Rebellion,” as Fleet 

Street dubbed it, was quickly snuf- 
fed by troops lent to the new Vanuatu 
Government of Prime Minister Walter 
Lini by Papua New Guinea, at the cost 
of two lives. Stevens got a 12'/2-year jail 
term, more than 200 of his followers 
shorter stretches, and about 127 for- 
eigners (110 of them French) declared 
prohibited immigrants. 

The US$600,000 coconut-oil plant 
set on fire by French backers of Vem- 
arana has not been rebuilt. A 1960 white 
Pontiac with white vinyl roof collects 
dust in a barn. A cabin-style hotel still 
awaits a buyer. Unkempt cattle run wild 
on abandoned ranches. But economic 
life has not been entirely extinguished. 
“I think it hit bottom a year ago.” said 
Australian cattle rancher Shaen Egan. 
"Things are now looking up a little." 

A large Polish freighter lay alongside 
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the quay in the Segond channel loading 
copra. A lift in prices last vear made it 
economical to harvest from the neg- 
lected plantations on Santo, which often 
have cattle grazing on the pasture 
underneath as in Bali. 

In Luganville, the two banks hang on 
with minimal staff, and two island trad- 
ers, Australian-based Burns Philp and 
Noumea-based Ballande, keep stores 
going, though copra trading has been 
taken over by the Commodities Market- 
ing Board and their inter- 
island ships are now 51% loc- 
ally owned. 

Perhaps the most successful 
survivors are the half-dozen 
Chinese trading families who 
run big, dimly lit shops packed 
with bolts of cloth, kerosene 
stoves, tools, household ef- 
fects, tinned food, sacks of rice 
and the like. As well as serving 
Santo's 10,000 people, the 
stores run boats as floating 
shops out to remote islands. 

In the heart of Santo, Na- 
Gramiel is not entirely dead. At 
Tanafo, the movement's flag 
and guards have been with- 
drawn. The banvan tree under 
which Stevens used to preach 
in Bislama (the Vanuatu version of Pid- 
Jin) has been stripped by a cyclone. 

Stevens himself languishes in jail in 
the capital Vila, 250 km south, with an 
extra two years added to his sentence 
for attempting to escape to New 
Caledonia on a launch provided by 
foreign friends. Only his first wife, five 
of his other wives and 10 of his children 
remain in Tanafo. 

A follower, James Tangis, emerges 
from his hut on to a neatly swept dirt 
vard surrounded by flowers, and greets 
visitors as their vehicle bumps down to 
park alongside his World War II-vintage 
Dodge truck. Tangis said life had settled 
down at Tanafo. The Vanuatu Mobile 
Force, the country's 300-strong “army” 
attached to the police, had withdrawn 
its platoon-sized garrison last vear — to 
everyone's relief, Tangis said, as troop- 
ers had been stealing food and making 
up to married women. 

But what of the future? Tangis re- 
plied simply: *We wait for Jimmy." 

— Hamish McDonald 
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Crows are white 


In the Philippines of today, if President 
Ferdinand Marcos said that the crow is 
white, here is what would happen 
next. 

Hundreds of people from the pro- 
vinces will testify that this is so after 
painting black crows with white paint 
and then photographing the birds. A 
court of law will decide on the question 
with hundreds of witnesses lined up to 
swear that the crow is white. 

Government experts will be lined up 
to explain why the crow is white and the 
government-controlled media will run 
editorials and stories about white crows. 
Foreigners who will attempt to bring 
black crows into the country will be de- 
ported for interfering in local affairs. 

Finally the Supreme Court will ren- 
der an historic decision that crows are 
really white birds. That is what can hap- 
pen with the Benigno Aquino murder 
case. 


Manila Miguel S. Gimenez 


We were there 


Reuter correspondents who worked 
with the late Neil Davis over the vears 
would wholeheartedly endorse the tri- 
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bute paid to him in TRAVELLER'S 
TALES [26 Sept. ]. 

One would certainly be Bernard 
Edinger, who covered the fall of Saigon 
with Davis and the REVIEW's Nayan 
Chanda. The REVIEW errs in saying that 
Reuters had no expatriate staffer on the 
p to report the end of the Vietnam 

ar 


Hongkong lan Macdowall 


e Nayan Chanda comments: 1 erred. 
Edinger, a Frenchman, was present in 
Saigon after Reuters had withdrawn all 
British and American staffers. It is also 
true that for most of the fateful day — 
30 April 1975 — Davis and I kept Reuters 
covered. 


Lessons of history 


The two recent books on the history of 
the US involvement in the Vietnam 
War, On Strategy and Without Honor, 
are very painful but most valuable les- 
sons for that nation’s future politicians 


| and strategists [BOOKS, 5 Sept.]. I only 


wish that German historians had not ex- 
pended all their ammunition about that 
most cost-effective — history-shaper, 


Richard Sorge, when, about 20 years 
ago, eight romanticised accounts were 
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published. A masterspy has few inti- 
mates (even his longtime lover, 
Madame Ishii, was unaware of his clan- 
destine activities). 

It is, however, very regrettable that 
the official records of Germany's top- 
grade traitor were not required reading 
in the upper echelons of the Federal 
Republic's intelligence agencies in 
order to prevent the growth of an Au- 
giean Stable of double agents that have 
eaten away its security (and that of 
Nato's) in the Sorge tradition. As son of 
a German father and Soviet mother he 
talked himself into the confidence of 
Gen. Ott, the mission chief of the Ger- 
man Embassy in Tokyo, where he set up 
his de facto headquarters with the bless- 
ings of an unsuspecting host. 

Sorge's impact upon everyone is an 
undisputed fact, because he, almost 
singlehandedly (with the help of a Ja- 

anese member of the Communist 

arty and his radio operator, Max 
Clausen). "lost" World War Il for Ger- 
many in 1943. His message to Stalin to 
the effect that the Japanese Imperial 
Army would not threaten the Soviet 
flank in Siberia after their losses in 
Nonohan freed all those millions of 
Soviet troops to be thrown into the al- 
most lost Battle of Stalingrad. at a time 
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when France was prostrate, England ex- 
pecting an invasion from Normandy, 


and the atomic bomb, “Little Boy,” was 
two years away from being dropped on 
Hiroshima. 
Hongkong Rudolf Voll 
It is amazing to see there are still so 
many critics on war in Vietnam who 
can point out so many mistakes 
But to me none of these mistakes are 
fundamental. The vital error was that 
leaders of the regime which the US 
Government supported were original- 
ly soldiers of fortune fighting for the 
French colonialists against their own 
people, and the consequence was of 
course predictable: they ran away with 
their fortunes and forsook what they 
pledged to preserve. 

The lesson of Vietnam to 
policymakers is: don't choose a bandit 
as a bedfellow. 
Bath 


All the facts 

In the letter from Philippine Minis- 
ter of Information Gregorio S. Cen- 
dana [8 Aug.]. it appears that he does 
not practise what he preaches regarding 
the "full facts." For instance, Cendana 
claims that “the communist insurgents 
lose every time they confront our reg- 
ular forces.” Without meaning to glorify 


L. V. Thong 





US 








the New People’s Army (NPA), there 
have been encounters where the gov- 
ernment soldiers have had more casual- 
ties or injured, often because the NPA 
knows how to use surprise tactics. In 
fact, a few months ago, a NPA contin- 
gent successfully attacked an army bar- 
racks. (Andy Hernandez of the Sygma 
photo agency accompanied the insur- 
gents and our newspapers even pub- 
lished the photographs. ) 

During the past six months, some 
1.155 communist insurgents, 714 civi- 
lians, 343 soldiers, 274 paramilitary men 
and 63 local government officials were 
killed. The figures indicate that the gov- 
ernment drive is not that successful. 
First of all, more than 2,500 Filipinos 
were killed, and is that something the 
Marcos regime can be proud of? On the 
contrary, they should be ashamed. 

On the so-called “significant gains” 
of the “economic recovery program- 
me,” Cendana conveniently forgot to 
include the negative 5.5% "growth" in 
the country’s gross national product last 
year. For 1985, the forecast made by the 
Centre for Research and Communica- 
tions (CRC) ts another 3.5% drop in 
GNP. Likewise, for the Philippine 
economy to regain its 1983 level, CRC 
calculated that it will be 1990 before it 
can be attained. But more significant ts 
why the economy virtually collapsed 
after the assassination of Benigno 
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loss, to help you drastically reduce 
your energy costs. 

Not only will we discover 
what the problems are, but we can 
handle every phase of the work 
essential to correcting them. 

For one customer, we de- 
signed a new heat recovery system 
that eliminated the need for an ex 
isting 20 million-Btu fired heater. 
For another, we optimized a crude 
preheat train to save $3 million 
in fuel the first year alone. 

Foster Wheeler has been in- 
volved in energy conservation de- 
sign work for major corporations 
around the world. Tackling the 
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"happened for rof 
tish territory —— However. 
there has allegedly been a tacit agree- | 
ment between the two: that from that 
time on Macau was regarded as a 
Chinese territory. under Portuguese ad- 
ministration. . 
; Alsol would like to point out that;as 
| to the origin of the Portuguese settle- 
ment, the “pirate story” that Macau was 
ye ie Portuguese as a gesture of 

r their role in the routing of pi⸗ 
es along China's southern border is 
t beyond controversy. Chinese histo- 
ns always maintain that certain Por- 
tuguese traders were allowed to stay in 
cau after their ship and cargoes were 
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Stable suppression 

James K. L. Liang's letter [12 Sept.] 
praising the British style of administra- - 
tion over its former colonies requires 


1930. 


qualification. in sabotaging American efforts there.| @ Chastity and celibacy are, 
| There as no doubt the British- style throughout the period of American in- | edly, the most effective c 
system of government is highly thought | volvement, partly in retaliation for | five techniques, but they 


at and therefore former British colonies 


have benefited from this “inheritance.” 
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Vaimet is proud to announce the — of its E s Hong Kong 
representative office, Valmet (East Asia) Ltd. : 


66 This is an Valmet, à diversified engineering company with: & total 
Ald workforce of 17,000, is oue of Finland's leading 
indication of industrial — Its main divisions are paper 


Valmet’s strong machinery, shipbuilding, process automation, trans- 
portation equipment, farm and forest machinery and 


commitment tO defence equipment, Worldwide sales in 1985 will 
Hong Kong and exceed US#1 billion. 
the region. 99 The C 'orporatión is now broadening. ite à baise in ‘Bast 
"cmm Asia. Chairman, President and Chief Executive Officer 
PN Arr pow — -- Matti Kankaanpad describes the new office as an 
Doo Chief Executive Officer 


“indication of. Valmet's strong commitment to Hong 
Kong and the region”. 


. Stressing also Valmet’s commitment t to customer 
service, Mr Kankaanpüi says: “The Hong Kong 
operation will not only enable us to serve our 
customers in this region better, but will also 
strengthen our competitive position in ee part of 
the world." 





Valmet has arrived. And means to stay. 
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Jimmy Shen, General Manager : 
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I would like to make three 


damaged in a storm, with the help of a | Sept]. 
well-placed bribe. (See also Sir Andrew | points. | | 
 Ljungstedt's Historical Sketch of the First, American. 


involvement. in 
Vietnam was hardly the continuation of 
French colonial rule. Just for the re- 
it was Ho Chi Minh who sold 
out his own nationalist rivals to the 
French National Police in Vietnam in 


The French were involved in politie 
cal manoeuvring in South Vietnam and 


American refusal to continue support | very limited sectors of — p 
for French colonial rule. | 
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[3 Sept.], does it also. 
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Mother Teresa also teach ch 
celibacy, the most effective 
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of the ugly business of taking c 
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ber countries. The Manager will report to the Director and Deputy Director of the 
Department. Disce eter | Ds : 








A 
x 


The appointee will manage a multi-disciplinary and multi-national group of professional 
staff who will be responsible for the promotion, appraisal and administration of projects for 
loans, equity investments and technical assistance in the private sector. The Manager will 
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sector operations. Important aspects of the position will be the promotion of private sector in- 
itlatives and the maintenance of close relationships with private sector organizations in de- 
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_ analysis, project evaluation and implementation of venture capital/investment (merchant) — 
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ndonesia’s armed forces (Abri) are undergoing a series of 

structural reforms that reflect changing threat percep- 
tions and the growing professionalism of their officers. But 
Abri has not cut its links with its past role as a major driving 
force in the economy and as an agent for socio-political 
| development at every level. Jakarta correspondent Lincoln 
Kaye examines the extent of the changes and the effect 
they are having on an army accustomed to a decentralised 
command structure. Contributor Paul Handley looks at 
Abri's role in the economy while THE 5TH COLUMN contributor 
Ong Hok Ham traces the origins of Abri's dual social/mili- 
Cover photograph by Paul Handley 





Page 14 

A by-election win in Sabah puts the 
ruling Parti Bersatu Sabah on a firmer 
footing as the result confirms the 
swing away from National Front 
member party Berjaya. 


Page 15 

Tensions between China and Japan 
ubside as Japanese Foreign Minister 
hintaro Abe visits Peking and Tokyo 
ostpones official visits to the Yasu- 

kuni war memorial. 

Pages 40-41 

Pakistan could repel a Soviet invasion 

from Afghanistan, says President Zia- 

ul Haq. In an interview with the REVIEW, 

Zia also states his willingness to open 

his nuclear facilities to inspection if 

India will. 
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An internal leadership split paralyses 
the leading non-communist member 
of the anti-Vietnamese Democratic 
Kampuchea coalition, bringing its 
military activities to a halt. 


Page 46 

Senior Hongkong Government offi- 
cials start to back-pedal on the ques- 
tion of direct elections to the terri- 
tory's legislature and are accused of 
kowtowing to Peking. 


Page 48 
The Thai army's version of the abor- 
tive 9 September coup dwells heavily 
on the role played by supreme com- 
mander Gen. Arthit Kamleng-ek but 
contains some major inconsistencies 
with known facts. 
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59-61 

The threat of protectionist legislation 
in the US Congress seems to have 
eased for now with less-than-expect- 
ed support for the curbs on textiles 
trade contained in the Jenkins Bill. 
Meanwhile, US -attitudes have pro- 
voked a backlash against liberalisa- 
tion in South Korea. 


Pages 62-64 

The joint annual meeting of the World 
Bank and IMF yielded a major policy 
change by the US and calls for a wider 
role for the bank, but there was little 
discussion of the contradictions in US 
economic policies at the core of world 
trade and debt problems. 


Pages 72-75 

Since control of the rich plantation 
holdings of Harrisons & Crosfield 
passed to Malaysia in 1982, the group 
has followed the conservative ways of 
its former foreign owners. But now the 
group is starting to expand from its 
rural base. 


Pages 76-78 

Japan has completed the first step to- 
wards decontrolling interest rates 
without any problems, though many 
big companies are unwilling to take 
advantage of the new freedom. 


Page 86 

The Singapore property companies 
controlled by Indonesian business- 
man Hendra Rahardja have attracted 
a rash of auditors’ comments about 
uncertain loan security and out-of- 
date asset valuations. 


Page 88 

When Hongkong businessman John 
Mao wrote his first dud cheque in 
1977, it was the first step in a conspi- 
racy which saw US$22 billion of 
fraudulent transactions during the 
next five years and landed Mao in jail. 
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wee | the four 
| groups). The committee will 
| investigate 
ceasefire violations and 


agan sends personal 
senger to Marcos 

e US latest attempt at 
."get tough" diplomacy, 
ent Reagan has sent Re- 
an Sen. Paul Laxalt, a. 
me close associate of his; 
la as a personal emis- : 
o President Ferdinand | 
The Laxalt mission 
amid administration 
t e economic and po- 
ion in its former 
has deteriorated. to a 
us extent. US officials 
re concerned that con- 
iy cut off military aid to 
ippines if Gen. Fabian 
‘sently on trial for in- 
ient in the August 1983 
nation of opposition 
sie Aquino, is re- 















































































Lplaced sources told 
VIEW that Laxalt was ex- 
ted to convey a candid as- 
essment of how gravely Wash- 
n views the failure to im- 
ent. reforms, the theory 
"that Marcos, 
unts criticism from senior ad- 
nistration officials as not re- 


























m, may take notice of a për- 
Tepresentative of the pre- 
















































opped his minister for pan- 
t (the unicameral legisla- 
and local development, 

fan Dutta Bhatta, and the 
ter for industry and com- 
cations, Padma Sunder 
on the recommen- 
cof Prime Minister 
a' Bahadur Chand. 
on have been the sub- 
ruption allegations | 
ate, who as home 
d several of his | 
pponents, was plan- 






tions. 
| — Kedar Man Singh 


Lanka ceasefire 

alks breakthrough 

direct talks between Tamil 

ers — called to New Delhi— 
d the government in Colom- 

1ave resulted in acceptance 

O the committee set up to 

Vitor the ceasefire in Sri 

“s troubled northern re- 

everal names proposed 

elam National Libera- 























sons (both Tami 





ng Reagan's own posi- | m8 


Lee Hsien — opportunity 
‘person unto himself and not an 


ban more than 100 local | 


(which comprises | and for me." — 





leading Tamil mili 
of 
its 
findings will be made public. It 
will also visit camps and prisons - 
and will assist hen per- 
and Sin- 

halese) to return home safelv. 
The resumption of the stall- 
ed dialogue towards a political 
solution of the ethnic conflict 
depends on the effectiveness of 


allegations 


the ceasefire in the coming 


weeks. Although the three- 


month ceasefire was extended 


unilaterally by Colombo for an 
indefinite period from 18 Sep- 


tember, the situation on the. 


ground has deteriorated. 
— Mohan Ram 


Lee speaks out on 


'dynasty' charges 

Questioned after his recent ad- 
dress to the National Press 
Club in Washington, Singa- 


pore Prime Minister Lee Kuan 


Yew said that whether or not 
he is establishing a Lee dynasty 
"isa subject of considerable 
amusement in the Lee family 
because my son feels he is à 


who dis- MB 





object to be manipulated by his 
father. I have no desire to fulfil 
myself vicariously.” Saying 
that it would have been “more 
comfortable" for his son to 


have “gone into- politics after I 


had stepped down," Lee said 
he took the advice of Deputy | 
Prime Minister Goh Chok 


Tong not to let Lee Hsien 


Loong miss his opportunity | 
and have to wait "four to five 
years." Asserting that the 


younger Lee was appointed a 
junior minister at the prompt- - 


ing of the younger members of 
his cabinet, Lee said: "1f he 





does not make the grade it will 


be very 1 uncomfortable fc ri 














Manila, IMF still at odds 
on standby facility 


The Philippine Government 
and the International Monet- | 
ary Fund (IMF) are dead- 
locked over new performance 
targets necessary for the re- 
lease of the third of seven 
tranches of the country's 615 
million special drawing rights 
(US$654.1 million) standby- 
credit facility, The delay will 
also hold off new disburse- 
ments from a US$925 million 
commercial loan worked out 
with Manila’s 483 bank cred- 
itors. The Philippines wanted 
the IMF to loosen monev-sup- 
ply growth restrictions and to 
allow a much larger budget de- 
ficit for the year. With business 
activity depressed, revenue 
shortfalls have ballooned the 
estimated deficit from P6.2 bil- 


hon (US$331.6 million) to | 
P16.2 billion for calendar 
1985. 

Government technocrats 


wanted the IMF to agree to a 
deficit ceiling of P8.7 bil- 
lion but the IMF wants changes 
in the tax system, to en- 
sure revenue targets are met. 
The IMF is also unhappy with 
the value of the peso, which has 
actually risen against the US 
dollar since the beginning of 
the year dueto low demand for 
imports. An IMF team is due in 
Manila the week of 21 October 
to review the country’s econo- 
mic data. 


Nepal told to reduce 
garment sales to US 


The US, after earlier express- x 


ing dissatisfaction with Nepal's 
fast- “growing garment exports 
(REVIEW, 26 Sept.), has now 
officially moved to restrict 


shipments to the US, a spokes- | 


man at the Nepalese Ministry 
of Commerce has told the 
Review. During the year 
ended 16 July, Nepal exported 
garments worth some Rs 600 
million (US$32.4 million) — 


| almost twice the previous 
year's level — and garments | 


| had become the chief export | 


item. Nepal enjoys preferen- 
| tial status as one of the 14 least- 
| developed countries, 

— Kedar Man Singh 


China considers stake 
in Australian smelter 








The state-owned China Inter- | 


national Trust and Investn 


— Guy Sacerdoti 


] improve 


| Taiwan makes trade - 


e sought 2 immediate 06 tariff 












ing an asreement on T “Oc. 
tober in Peking that gives ac- 
cess to confidential data on the 
“project, the corporation sent a 
team for a month-long study in 
Australia. Completion of the 
300,000. tonne-a-year smelter . 
has been delayed by with- 
drawal of minority partners, in- 
cluding South Korea's Hyun- 
dai Corp. Currently equity is. 
held 5575 by Alcoa, 35% by the 





Victorian state) government 
10%- by the recently 
National Re- 


source Trust. If the Chinese de- 
cide to. go ahead, Alcoa and the 
state government. will each sell 
a 5% share of equity to them. — 

— Hamish McDonald 


Thailand rejects plan 
for Bangkok bus lines 


After months of deliberations, 

Thailand has turned down an 

ambitious proposal by a British 
| consortium led by 1 ,eyland Bus 
to overhaul the financially ail- 
i 


f 
| 
| 
| 
pe 
| o First 


ing and inefficient Bangkok 
bus service (REVIEW, 30 May). 
The move — recommended by 
the Ministry of Finance and 
National Economic and Social 
Development Board (a plan- 
ning agency) — is based on the 
grounds: that Thailand cannot 
afford the massive debt burden 
posed bY the Baht 14 billion 
(US$528.3 million) investment 
required by the project. The 
state-run Bangkok bus com- 
pany has been instructed to 
streamline. operations and 
Ats «financial - posi- 
tion without INCUEFIN. exce 
| sive debt. ^ : 
| — . Paisal Sricharatch xi a 






















































concessions to US 
Following the completion of 
US-Taiwan trade talks held in 
-Washington from 7-9 October. 
Taipei said it would reduce 
tariffs on 192 US products, in- 
cluding consumer goods and 
raw materials, and order broad 
liberalisation of restrictions on 
the sale of US cigarettes and al- 
coholic beverages. Taiwan's 
overall trade deficit has been 
forecast at US$9- billion for 
1985 by Economics Minister 
Lee Tai-hai — up from US$8.5 
billion last year. The US had 
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A prominent 
member of the Thai 
Parliament has met 
fugitive coup 
leader Col Manoon 
Roopkachorn in 
| West Germany in 
late September. It 
is understood that, 
among other 
things. the 
politician provided 
him with financial 
assistance. Manoon has now left 
Frankfurt and is living in another 
West German city where he will be 
Slip to stay without a visa for a 
urther two months. Washington has 
already barred the Young Turk 
colonel from entering the US. 


BOUNCING BACK 


Not content with its pessimistic 
private report to Malaysian Prime 
Minister Datuk Seri Mahathir 
Mohamad recently on the future of 
natural rubber (REVIEW, 11 July), the 
influential} Rubber Growers’ 
Association (RGA — a lobby group 
comprising top plantation companies) 
is preparing another caustic paper for 
the same reader, this time about palm 
oil. A thick memorandum will reach 
Mahathir before the end of October, 
taking aim at “misdirected” 
government research spending which, 
the RGA charges, largely ignores 
productivity methods that could help 
the plantation industry cope with low- 
cost palm oil increasingly produced 
by neighbouring competitors, notably 
Indonesia. The RGA's paper on 
rubber earlier this year helped to 
prompt formation of a top-level 








official *task force," chaired by 
overnment Chief Secretary Tan Sri 
llehuddin Mohamad, to look into 
the erosion of rubber prices and the 
future of Malay rubber smallholders. 


OFF THE HOOK? 


Swedish shipbuilder Kockums, which 
is currently engaged in a navy project- 
definition study for Australia’s 
submarine fleet for the 1990s, has 
begun negotiations with a Japanese/ 
Australian finance consortium for the 
sale of two very large liquefied natural 
gas (LNG) carriers. The ships, built 
in 1978-79, have been an 
embarrassing reminder to Kockums 
of a monumental industrial 
miscalculation: to maintain 
employment at the yard during a 
complete absence of orders, the 
highly expensive LNG carriers were 
built on speculation that there would 
be an increased demand for these ship 
types in the early 1980s, but it never 
materialised. Final details hinge on 
the willingness of the as-yet-unnamed 
consortium to buy existing ships 
rather than order newbuildings. 


TRYING AGAIN 


A second Thai fund for forei 
investors wishing to invest in the Thai 
stockmarket is likely to make its 
appearance soon despite the 
lukewarm welcome given to the first 
such fund launched recently 
(REVIEW, 25 July). Unlike the 
Bangkok Fund, managed by Merrill 
Lynch, the new fund is expected to 
provide foreign investors with 
concessions — on matters such as 
withholding taxes and remittances of 
profits and income — which the first 
fund did not provide. This is believed 


BURMA 

A French mercenary fighting for Karen 
secessionist forces was killed during an at- 
tack on Burmese troops in eastern Burma's 
Karen state (9 Oct. ). 


- US Vice-President George Bush arrived 


on an official visit (/3 Oct. ). 


HONGKONG 
An elected member of the Tuen Mun Dis- 
trict Board was attacked by three armed men 
(11 Oct.). A major row flared at a mass rally 
in Tuen Mun when more than 1,000 residents 
thered to condemn the attack on District 
oard member Ng Ming-yum (75 Oct. ). 


INDIA 
Prime Minister Rajiv Gandhi arrived in 










Britain on an official visit. One of two sus- 

pane assassins of moderate Sikh leader 
ant Harchand Singh Longowal died in a 

Punjab hospital, it was reported (74 Oct. ). 


JAPAN 

Prime Minister Nakasone reportedly post- 
poned a second visit to the Yasukuni Shrine 
lor war dead partly because of Chinese criti- 
cism, government sources said (9 Oct. ). 


MALAYSIA 

Sabah's ruling Parti Bersatu Sabah gained 
a third seat in Malaysia’s Parliament when it 
won a by-election in Sabah's Ulu Padas con- 
stituency (73 Oct. ). 


PAKISTAN 
Police placed three opposition politicians 
under house arrest in Lahore to break up a 


to have been a major factor behind 
the Bangkok Fund's relatively poor 
reception among investors. The 7 
Washington-based International 1 
Finance Corp., an arm of the World — 
Bank, will be a partner in the second: 
fund in which Vickers da Costa. pan- ~ 
owned by Citicorp, is also expected to 
play a lead role. 


AIR APPARENT b 
Three Soviet-made M124 helicopter — 
gunships and five MiG19 jets, all = 
apparently flown by Cambodian Z^ 
crews, are now stationed permanently: 
at Pochentong airbase. The three 
helicopters are painted differently 
from those in service with the 
Vietnamese air force and two of them 
carry Cambodian markings. The MiG — 
pilots are probably the same 1 
Cambodians who were reported to be 
undergoing jet training at Bien Hoa — - 
airbase in southern Vietnam in 1984 — 
after returning from basic instruction. 
in the Soviet Union. 


PEACE INITIATIVE 

The National Democratic Front | 
(NDF), aloose umbrella organisation — 
representing nine ethnic rebel groups ` 
in Burma, plans to approach the 
Rangoon government with a view to 
holding peace talks, according to 
NDF sources. If such a move 
materialises, it will be the first time 
for many years that Burma's ethnic © 
rebel groups, whose guerillas have 
long been fighting government troops — 
mainly in eastern and northeast 
Burma, have dealt directly with a — - 
government they accuse of colonial - 
policies. All the groups have been — 
campaigning against the Burmans for | 
autonomy for their minority peoples. 


























































meeting of the banned Pakistan Peoples” 
Party, party leaders said (// Oct. ). Presiden 
Zia-ul Hag called off a scheduled visit fo 
West Germany due to mounting opposition 
to a bill meant to pardon him for the pa 
eight years of martial-law rule (/4 Oct. ). 


SOUTH KOREA ; f 

Restrictions, including virtual house ar 
rest and close police surveillance, were lifted 
from about 30 political activists in Seoul, ac 
cording to dissident sources (9 Oct. ). 


TAIWAN > 

The widow of Chinese American writer — 
Henry Liu, who was murdered in California f 
last year, filed a US$295 million suit against | 
the Taiwan Government and six individuals AJ 
soning them of conspiring to murder her « 
husband (72 Oct. ). 
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The new PBS wins its second electoral victory in Sabah 


Happy days here again 


By Suhaini Aznam in Kota Kinabalu 
he Ulu Padas by-election in Sabah 
— a straight fight between Berjaya, 
a component party of Malaysia's ruling 
National Front, and the six-month old 
opposition Parti Bersatu Sabah (PBS) 
— placed the PBS on an even firmer 
footing and will force the National 
Front to rethink some of its options in 
this independent-minded state. 
ip Ever since the PBS wrested control 
~ . of Sabah from Berjaya in state elections 
| in April, Berjaya and its former bitter 
| rival in the state, the United Sabah Na- 
| tional Organisation (Usno), have tried 
| to solicit support from Kuala Lumpur to 
| remove the PBS government — either 
| through the legal or election process. 
at. 
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} Thus for the National Front, the Ulu 
—] Padas parliamentary seat became a test- 
| ing ground for a possible election pact 
| between Berjaya and the once-powerful 
| Usno, which itself had ruled Sabah from 
‘| 1967-76. 
—] . In the event, the National Front test 
| failed. When the two days of pollin 
ait closed on 12 October, the PBS — 
—] home with a 2,262-vote margin in this 

| sparsely populated constituency of 

| 16,713 voters. 

-] . PBS State Minister of Housing and 

| Local Government Kadoh Agundong 

| polled 7,196 votes to Berjaya's Jinuin 
| Jimin's 4,934. Both are of the Murut 
| ethnic group. contesting in a Murut- 

-| dominated constituency. The seat was 
_ | vacated by former chief minister Datuk 
—] Harris Salleh. 
| For the still relatively new PBS gov- 

ernment, the by-election was a political 
— gamble which it was honour-bound to 
—] take. The party desperately wanted to 
| prove the point that its surprise victory 
| in April was “no fluke shot.” 

B^ at point was made. The PBS net- 
| ted some 2,000 more votes than it 
—] picked up in April in the three state con- 
—] stituencies making up Ulu Padas — 
—] Tenom, Kemabong and the Usno stron- 
—] ghold of Sipitang — underscoring the 
| voter drift to the PBS in no uncertain 
| terms. 

k. Berjaya had hoped that the Ulu 
Padas poll would prove that its crushing 
| defeat in April was due to Harris’ much- 
—] criticised leadership then, as the party's 
—] president. It was vital that Berjaya, 
which saw a change of leadership at its 
annual convention in July, gauge the ex- 
- tent of support the party itself enjoyed 
during the by-election before the next 
general election. 
Usno played a key part in the by- 
election campaign. Before the election, 
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on nomination day, Usno surprised 
everyone by not fielding its own candi- 
date. Instead, the former National 
Front member wore the blue coalition 
badge and threw its energies behind 
Berjaya. 

Usno's reward, Usno leaders said, 
was a promise that the party be re-ad- 
mitted into the National Front, from 
which it was expelled in April 1984 for 
allegedly inciting Sabah residents 
against a Kuala Lumpur decision to 
make Labuan Island a federal territory. 
On the by-election campaign trail, Usno 
president Tun Mustapha Harun called 
its return to the National Front fold “a 
mere formality.” 

At least one peculiar twist in the 
scheme, however, emerged. In April, 
National Front insiders had privately 
said that Usno’s expulsion also had been 
intended to give Usno a freer hand in 
championing Malay and Muslim in- 
terests in Sabah — something it could 
not easily do within the multi-racial co- 
alition. And in terms of election oppor- 
tunities to contest seats, Usno's pre- 
sence in the National Front, alongside 
Berjaya, meant that one of them always 
had to compromise for the sake of the 
other. 


Si April, these rationales seem to 
have lost their reason for existence. 
The PBS, which is dominated by the 
largely Christian Kadazan ethnic group. 
was hurting Muslim Malay interests too 
much, Usno leaders and party workers 
asserted. But Usno grassroots soppor 
obviously disapproved of the unlikely 
pact with Berjaya. 

Usno members still recall that Ber- 
jaya had been expressly created in 1975 
to topple Usno, which it did in the 1976 
state general election. Moreover, the 
acrimonious exchanges between leaders 
of the two parties in the April campaign 
— a mere six months ago — is still fresh 
in Sabah minds. 

The rivalry between Berjaya's new 
president, Datuk Mohamed Noor Man- 
sor, and one of Usno's fast-rising heir- 
apparents, Datuk Yahya Lampong. for 
instance, was too well known among 
Usno's constituents. As a result, voters 
were not convinced by claims of intra- 
party harmony when the two Appear 
together, saying that they had buried 
the hatchet for the greater good of 
Sabah. 

Fears that Usno's own members 
would not vote for the Berjaya candi- 
date were thus justified. To reduce this 





risk. Usno produced the charismatic 
Mustapha, who depite his years was al- 
most tireless on the campaign trail. De- 
spite his having lived abroad for long 
spans in the past few years, Mustapha 
was received by rural people with a re- 
verence not attained by any other Sabah 
leader. Older people crowded in close 
to kiss his hand. “They think he's a 
god,” smiled Yahya confidently. 
Because the by-election was to serve 
as a barometer of Sabah voter sentiment 
for the next federal general election, 
widely expected for early next year, the 
National Front's campaign efforts were 
urposely kept low key. Only Sabah- 
orn federal ministers. and deputy 
ministers went out to the hustings. 
The National Front had learned a 
lesson in April when an onslaught of 


EDDIE SEQUERAH 


Mohamed Noor: rivalry. 


federal campaigners for Berjaya did 
more harm than good for the front 
member's cause. ‘Sabuhans don't like 
outsiders telling them what they should 
do," said Deputy Minister of National 
and Rural Development Abdillah 
Abdul Hamid, himself a Sabah son. 

Meanwhile, the PBS has, for the mo- 
ment, gained firmer ground. Its con- 
tinued survival, however, depends on 
how well it copes with the political and 
legal assaults on its legitimacy. For 
though the PBS is the government in 
Sabah, its status vis à vis the National 
Front is that of an opposition party. 

A particularly obvious symbol of the 
front's opposition to Sabah's current 
leadership was Mustapha's appearance 
during the by-election campaign in an 
Malaysian Royal Air Forces helicopter 
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— the use of which was 
_Abdillah’s presence, as a federal deputy 
minister. 

Accusations of discrimination 
against Malays and Muslims in Sabah 
have probably posed the greatest obsta- 
cle to the PBS’ quest for legitimacy in 
federal eyes. Yahya went to great pains 
to explain the difference between the 
PBS concept of multi-racialism and the 
National Front's definition of the same. 

The PBS claims to be multi-racial on 
the grounds that representatives of vari- 
ous ethnic groups sit in the state assem- 
bly and hold junior posts in Sabah's 
cabinet, Yahya said. But these repre- 
sentatives are not acknowledged by the 
ethnic groups as their respective leaders 
in the way Malaysian Prime Minister 
Datuk Seri Mahathir Mohamad com- 
mands a Malay following and Malaysian 
Indian Congress leader Datuk Samy 
Vellu commands a following among the 
country's Indians, Yahya said. 

Kuala Lumpur, which has twice de- 
ferred a decision on a PBS application 
to join the National Front, still views the 
Kadazan-led party with suspicion. The 
prospects for the application's success 
now appear poor. National Front party 
workers have stated: “If the PBS was 


Luping: corruption charges. 


sincere in wanting to join the National 
Front, it would not contest against a Na- 
tional Front candidate." 


t home the PBS is plagued by con- 

stant distractions which sap its 
energies to run the state, some PBS in- 
siders concede. For example, two major 
legal suits are awaiting a hearing. The 
first, a suit by Mustapha challenging the 
validity of Datuk Joseph Pairin Kitin- 
gan's appointment as chief minister and 
thus the legitimacy of his government, 
was filed one month after the PBS came 
into office (REVIEW, 6 June), 

Then on 7 October. state attorney 
Datuk Herman Luping. a close adviser 
to Kitingan and one of the PBS' found- 
ers, was arrested and charged the next 
day on four counts of corruption relat- 
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ction of timber interests 
and one charge under the penal code, 
allegedly involving a total of M$1.5 mil- 
lion (US$612,200). 

Berjaya did not miss the opportunity 
to use the arrest as a weapon against the 
PBS in the by-eleetton. Three thousand 
copies of the Sabah Times, which car- 
ried the story, were sent out to Ulu 
Padas voters, the Berjaya campaign or- 
ganiser for Sipitang, Patrick Liaw, said. 

PBS campaigners countered by say- 
ing that the charges, whether or not they 
were valid, were a personal matter and 
had nothing to do with the party. Four 
of the offences were allegedly commit- 
ted before Luping's appointment to 
Sabah's top legal post. Several PBS 
election workers felt that the timing of 
the arrest, coming just four days before 
the polling, was. more than a coinci- 
dence. 
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In the event. the election results | 


proved that the "Herman Luping fac- 
tor" did not deter voters from voting 
PBS. On the contrary, some observers 
feel that the arrest and charges may 
have backfired on Berjaya as locals 
viewed it as yet another tactic to steal 
victory from the party. 


deftly avoid another scandal over alleg- 
ed misuse of funds involving two senior 
officials of the Sabah Sports and Cul- 
tural Board, both political appointees. 
To ward off ugly repercussions, state 
Minister of Culture, Youth and Sports 
Nahalan Damsal, speedily sacked the 
two officers. 

Meanwhile, party aides expect such 
troubles to grow in frequency following 
the Ulu Padas victory. Despite Kitin- 
gan's repeated stand on the campaign 
trail that PBS was not ry Mini the 
National Front but against Berjaya, the 
election results were an embarrassment 
for the front, whose dignity was still re- 
covering from the April polls. 

Ulu Padas is the first parliamentary 
seat won by PBS in an election. Its pre- 
vious MPs were inherited through party 
crossovers — the first was obtained 
when state Deputy Chief Minister Mark 
Koding. the MP for the constituency of 
Kinabalu, quit Berjaya to “ep found 
PBS in March, and the other after Ber- 
jaya’s defeat, when Hassan Alban San- 
dukong, then Berjaya MP for Labuk 
Sugut, also switched camps. 

On 6 October, the PBS gained a seat 
in Sabah's legislative assembly when 
Sukau assemblyman Saman Gulam, 
who had quit Usno in August to tem- 
porarily sit as an independent, joined 
PBS ranks. With this defection, the PBS 
now boasts 36 elected and appointed 
seats, giving it the two-thirds majority it 
needs to effectively pass bills in the 
Sabah assembly. As an election for- 
mula, an Usno political observer calcu- 
lated that this could translate into as 
many as 10 out of a possible 16 par- 
liamentary seats come the general elec- 
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OREIGN RELATIONS 
The second 
invasion 


Tokyo makes concessions while 
students challenge Deng 


By Richard Nations in Hongkong, Mary Lee 
in Peking and Bruce Roscoe in Tokyo 


apanese Foreign Minister Shintaro 
Abe's four-day official visit To 
Peking has eased the tension in Simo- 
Japanese relations with timely conces- 
sions to defuse the turbulent student-led 
anti-Japanese protests which spilled 


| over into an attack on China's own 


"open door" policy. 

On the eve of Abe's 10 October ar- 
rival in Peking, Japanese officials let it 
that. Prime Minister 
Nakasone would not make a second of- 
ficial visit in October to the Yasukuni 


| war memorial — the Shinto shrine dedi- 


cated to the memory of Japan's 2.46 mil- 


| Hon war dead. The decision was too con- 


That same week, the PBS had to | 








troversial to be made public in Japan. 
The unprecedented official visit on 
15 August by virtually the entire Japan- 
ese cabinet to the Yasukuni Shrine pro- 
voked sharp protests from Chinese offi- 
cials and triggered student demonstra- 
tions charged by an explosive combina- 
tion of Chinese nationalism, discontent 
over chronic trade frictions with Japan 
and latent opposition to the "open 
door" policies identified with China's 
own paramount leader Deng Xiaoping. 
By cancelling his second visit to t 
shrine, Nakasone gave Deng room both 
to manoeuvre against student activists 
as well as reaffirm the importance Pe- 
king attaches to the further develop- 
ment of relations with Japan. "Both 
countries have to avoid the emergence 
of a situation which will harm the feel- 


ings of peoples in both countries," Deng 


told Abe on 11 October. a tacit acknow- 
ledgment of his debt to Nakasone. 


A sharply worded article in the Eng- 


lish-language China Daily on 15 Oc- 
tober revealed how deeply the student 
movement has shaken the Chinese au- 
thorities by turning the anti-Japanese 
slogans against the government itself 
“It is wrong for anyone to try to get rid 
of the [communist] party's leadership or 
negate the policy of opening to the out- 


side world under the pretext of demo- 


cracy and legality.” 

Diplomats agree that the student 
protests are under control and that — 
for the moment at least — anti-Japanese 
sentiment in China has subsided. But 
the Yasukuni Shrine episode is expect- 
ed to discolour what has proven to be 
one of the brightest relationships in 
Asia, causing Peking and Tokyo to be 
far more circumspect in future dealings. 

Analysts also say the incident has al- 


15 


«od n 


‘ . — 
4 ‘ n e - `~ E 
PX B ca r - 
we 


tries. The re-emergence 
big-character wal qose in Peking de- 
“crying the "second Japanese invasion" 
- is an implicit criticism of the Chinese 

| leadership. One poster read: “Is social- 
ism in China so fragile that it is 

| threatened by protests against a foreign 
invasion of commodities?" At the very 

| least, such a challenge can only spoil the 
|  afterglow of the September special 
| UM conference which seemed to put 
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eng's policies bevond criticism. 


7 B y the same token, Nakasone's deci- 
| E sion to postpone his attendance at the 
— Yasukuni Shrine which was scheduled 
| to take place during the annual autumn 
|. moon festival on 17-19 October, lays 
| him open to charges of bowing to pres- 
sure from China. Critics in the ruling 
Liberal Democratic Party (LDP) re- 
portedly complained that cancelling the 
‘October visit will only dilute the politi- 
cal impact of the August ceremony at 
the shrine which has been viewed as a 
landmark in public acceptance of a 
greater defence role for Japan. 
~ But the Japanese decision to placate 
the Chinese came only after Tokyo 
judged that the Chinese student move- 
ment was not government-inspired. Ac- 
cording to informed sources, a Japanese 
"Government investigation of the 
a dananmen Square march by 1,000 stu- 
dents on 18 September convinced 
Tokyo that the demonstration was 
“spontaneous.” 
— The demonstration marked the 54th 
anniversary of the Japanese invasion 
- of China with chants of “Crush Japan- 
ese Militarism" and "Down with Na- 
— kasone." And despite the initial im- 
pression of Dehiid the dontas official 
collusion, the investigation showed that 
- the police attempted to contain the 
demonstration on campus but were 
overwhelmed when students crashed 
| through the gates and seized au- 
Homobiles to march on the square. 
—— The turning point came on 28 Sep- 
tember when Chinese Communist Party 
leaders Hu Oili and Li Peng, both vice- 
premiers, summoned several hundred 
student representatives to party head- 
quarters in Zhongnanhai to remind 
them of the need for discipline and warn 
against excessive actions threatening re- 
lations with Japan. Tokyo read this in- 
— tervention as an act of good faith, and 
_ this may have encouraged a reciprocal 
| gesture from Nakasone. 
— A front-page commentary in the 
| Legal Daily one week later revealed 
‘that the Chinese authorities were at 
| least equally concerned with the 
| dangerous trend towards reviving the 
- long-denounced Maoist tactics of mass 
| campaigns. "If anyone follows the Cul- 
tural Revolution example of ‘making 
revolution by kicking out the party com- 
mittee'," the authoritative daily ad- 
— monished China's college students, 
. "and uses the pretext of wanting demo- 
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Some diplomats think the student 
challenge to party authority gave a new 
twist to the anti-Japanese movement, 
threatening stability in China itself. Ac- 
cording to this assessment the Chinese 
authorities have proven indecisive in 
face of student and youth demonstra- 
tions ever since Hu intervened to 
negotiate in the Peking University 
strike a year ago. “The compelling fact 
is that these demonstrations amount to 
a implicit challenge to the Chinese Gov- 
ernment,” a Western diplomat com- 
mented, “What began as a nationalist, 
anti-Japanese movement soon spilled 
over into potential unrest.” 

Looming in the background is the 
growing imbalance in the two countries’ 
economic relations. Japan's trade 
surplus with China increased to 
US$2.29 billion in the first eight months 
of the year, already a three-fold in- 
crease over the figure for the whole of 
last vear. 

To clear the air for the Abe visit, 
Mitsubishi Motors announced on 7 Oc- 
tober that it would replace 5,824 heavy 
trucks "not up to standard." 

Japanese officials believe that be- 
hind Peking’s sympathy with the stu- 
dents’ patriotic slogans is a long-stand- 
ing tendency to exploit Japanese war 
guilt to gain advantage in their econo- 
mic relations. “I think that deep in their 
minds the Chinese will always try to 
make the most of historical events to get 
the upper hand in negotiations over 
technology transfer and access to our 
economy,” said a Japanese official. 

Nonetheless, the Japanese do not 
see China reverting to a second 
“textbook campaign” triggered by 
Tokyo's 1982 revision of school 
textbooks to water down the historical 


accounts of the Sino-Japanese war. The | 


officially orchestrated attack against the 
“revival of Japanese militarism” 
athered pace only after the visit to 
aipei in July 1983 by a senior LDP de- 
legation led by Masumi Esaki. And 
Tokyo suspects that the textbook cam- 
paign was motivated by fear that Japan 
Was reverting to a “two Chinas policy” 
in tandem with the newly elected 
Reagan administration in Washington. 


Accordingly, China was quick to com- 
promise on the textbook issue — 
dropping its demand that the offending 
texts be withdrawn from the schools — 
not long after Peking and Washington 
signed the “Second Shanghai Com- 
munique" on 17 August 1982, easing 
their dispute over Taiwan. One year 
later Sino-Japanese relations entered a 
new era with the exchange of visits be- 
tween Communist Party General Sec- 
retary Hu Yaobang and Nakasone: 
China agreed to bury the past and treat 
Japan as an equal. 
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. Japanese officials do not believe 
Yasukuni Shrine incident has destroyed 
that understanding, but it has betraved 
the deep — in Chinese at- 
titudes towards Japan. While the 
Chinese official press denounces the 
"jackboots of Japanese militarism,” Pe- 
king encourages Japan to rearm and 
may even have exaggerated expecta- 
tions of Japan's role in its security. 
Symptomatic of this dichotomy is the 
fact that neither side believes that the 
forthcoming visit to China by the direc- 
tor-general of the Japanese Self-De- 
fence Agency, Koichi Kato, has been 
called into question by the anti- 
militarist mood in China. Kato is ex- 
pected to explore the possibility of Ja- 
panese naval visits to Chinese ports. 
Indeed the private comments by 
Chinese officials express Chinese hopes 
for future defence cooperation with 
Japan. "There is no longer a fear in 
China of any Japanese military aggres- 
sion," according to the transcript of 
comments by a senior Chinese official 
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contained in a classified foreign em- 
bassy document. “Only Japan can help 
modernise the People's Liberation 
Army on the scale that the Soviet Union 
did during the post-1949 period.” 

The same document reveals that Wu 
Xiuquan, chairman of the Peking Insti- 
tute of International and Strategic 
Studies — a think-tank associated with 
the PLA — met Nakasone on 10 
April in Tokyo “to discuss military co- 
operation with the Japanese.“ But both 

hinese and Japanese Foreign Ministry 
officials agree that the prospects for 
substantial military cooperation are re- 
mote given Japanese strictures on arms 
exports to China. 

But the contrast between discreet ot- 
ficial probes for military cooperation 
with Japan and publicly denouncing Ja- 
panese militarism reveals the instability 
in Sino-Japanese relations. Any efforts 
to gain greater legitimacy for Japan’s 
defence profile with the Japanese public 
is in danger of being seen as an affront to 
China's national feelings. o 
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In 1844, Morse established the first digital code, 


allowing the world to communicate in a universal language. 


Samuel Morses 1844 telegraph key — original constructed hy Alfred Vail 


17,000 EMPLOYEES, 47 MANUFACTURING PLANTS, AND 36 RESEARCH AND DEVELOPMENT CENTERS, IN BRAZIL, CANADA, E 





Today, Northern Telecom is doing more with that code 
Morse ever dreamed possible. 





Based on a binary code of dots and dashes, Morse’s communication 
system was one the whole world could use. For years, it was the 
rimary high-speed means for the transmission of information, and 
personal and business messages. 

From this earliest application of a digital system has emerged 
a new communications technology, with Northern Telecom leading 
the way as the world's largest manufacturer of fully digital tele- 
communications systems. 

We're creating new, cost-effective networks that allow the com- 
munication of all forms of information — around the office, around 
the country, or around the world. They're responsive; they adapt to 
your requirements, not the other way around. They constantly 
evolve; they change with your 





changing needs and never 
become obsolete. northe tn 
These Integrated Busi- telecom 
| ness Networks and Integrated 
n Information Systems 
z from Northern Telecom are ful- 
hi 4 filling the great hope of Morses For more information on Northern Telecom 
ss invention: To make better, and its products contact: Northern Telecom 
F: easi er, effi ci ent communica- ven Paper tie dese 133 Cecil St., 
EA tions possible for everyone. Tel. 2255151, telex 23369 
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When Nabisco Brands wanted to set up a joint venture in tee 
they didn't have to look far to find a bank with the right credential 

Chase's experience in China stretches back 60 years. We even set 
up a special China Trade Advisory Service over a decade ago, wil th 
offices in Beijing, Hong Kong and New York to assist firms like Nabisco 
in their China activities. 

Helping Nabisco arrange a China joint venture is just one | 
example of the Chase Partnership in action. A partnership bui Ion Chose | 
Relationship Managers mobilizing vast global resources fo implement 


superior financial solutions: solutions that span both commercial and. : 


investment banking lines. 

The Chase Partnership. 

A simple but dynamic approach which enables us to serve you 
better — whatever your business. 





Face to face with technology ~ 


Look beneath the surface of any Saab-Scania 

product and you come face to face with technology. 

Not just in the immediate construction of a car, truck or aircraft, 

but in the long and thorough development which has brought that 
product into existence. Even when times have been tough the Saab- 
Scania commitment to investment in research and development has 
remained constant. 


Over the years the Saab-Scania Group has established a solid 
record of sales, profitability and return on investment in what are 
generally considered tough markets. That record has been achieved 
by aconsistent policy of providing high quality, high performance 
products to meet specific demands. 

The Saab-Scania symbol summarizes that experience and ability. 
Combining the elements of our past into a declaration for the future. 






The Saab 9000 
Turbo 16 embodies 
much of the latest 
thinking in car 
design. Advanced 
aerodynamic form, 
high performance 
engine and outstanding 
roadholding mean that it 
is possible to have a 
large luxury car with the 
performance and 
handling of a sports car. 


Building upon lessons 
learnt from our military and 
commercial aircraft, and 
iis from our trucks and buses, 

the Saab 9000 Turbo 16 is 
supported by the sort of 

~ technology which wouldn't 
disgrace a space shuttle. 
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Leaders in specialized transport technology. 


Veterans at 40th annive 











The military reorganises its command structure 


Fighting-trim reforms 


By Lincoln Kaye in Jakarta 


The greying veterans 
in the grandstands at 
the 40th anniversary 
celebration of the In- 
donesian Armed For- 
ces (Abri) harkened 
back to an era when 
the fledgeling repub- 
lic’s military was led by 
citizen-generals still in their 20s. During 
Indonesia's independence struggle with 
the Dutch from 1945-50, many of the 
country’s most venerated heroes were 
propelled by the turmoil of revolution 
to the topmost ranks when they were 
still barely out of school. 

But such meteoric promotions are a 
thing of the past in Abri—a fact that the 
latest military reorganisation has poig- 
nantly underscored for several of the 
ary g Pampo colonels sweltering in full 
uniform the day of the 40th anniversary 

arade on the tarmac of Kemayoran 
ield. For these men, after 25 years of 
patient career-climbing, the pinnacles 
of military power are receding out of 
reach. 

Some will not make general rank at 
all. Others will get their promotions, 
but wind up with backwater staff assign- 
ments. Competition will be intense for 

restigious territorial commands or for 
ucrative “wet” jobs in military logistics 
or civil administration. 

The frustration of the expectations 
of these officers arise from a set of struc- 
tural reforms that bear the stamp of 
Gen. Benny Murdani, who took over in 
1983 as armed forces chief (Pangab) and 
head of the Command for the Restora- 
tion of Security and Order (Kopkam- 
tib). Murdani, a confidant of President 
Suharto, made his mark as an intelli- 
gence officer without ever holding a 
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senior territorial or operational com- 
mand — a fact reflected, some critics 
charge, in such reforms as: 

» Elimination of the four over-arching 
regional commands (Kowilhans). 

» Direct answerability of the territorial 
commands (or Kodams, the next eche- 
lon down from the Kowilhans) to cen- 
tral headquarters in Jakarta. 

» Consolidation of the 16 Kodams 
under the previous organisational 
scheme into 10 territorial commands, 
each headed by a two-star general. 

» Elimination of the naval and air ter- 
ritorial commands. Instead, these 
"technical services" will be represented 
by liaison colonels on the staff of the 
army Kodam. 

> Staffing up — particularly in socio- 
political (or Sospol) functions — at the 
Kodam level and the next echelon 
down, the sub-area command (or 
Korem). 

The Kowilhans, which carved up the 
archipelago into four broad regions, are 
no longer seen as the appropriate centre 
of gravity for Abri’s command struc- 
ture. Originally conceived as an anti- 
dote to military factionalism in the wake 
of the abortive 1965 coup attempt that 
ultimately propelled Suharto’s New 
Order regime to power, the Kowilhans 
evolved into potential rival power 
centres in their own right. At the same 
time, the Kowilhans’ burgeoning Sospol 
hierarchy was seen as muffling, rather 
than amplifying, Abri headquarters’ 
feedback from the grassroots. 

Under the new organisational 
scheme, though, the expanded Kodams 
are not meant to simply take over the 
erstwhile roles of the regional com- 
mands. Rather, the Kowilhans’ two key 
functions — territorial management 





and intelligence gathering — have been 
allocated to opposite ends of the come 
mand chain. Abri's ear will be closer to 
the ground with the reinforcement of 
Kodam and Korem Sospol staffs. At the 
same time, the “cinching up" of report 
ing relationships — both horizontally 
among services in the field and verti 
cally bor: the territories to headquar- 
ters — concentrates decision-making 
power more than ever in Jakarta. 

"It adds up to an intelligence man's 
vision of how an army should be or 
ganised," one Western observer said, 
"very much on the alert at the micro- 
level, but always plugged into macro-«die 
rection from the top.” 


oen kind of fighting trim fits in well 
with the threat preceptions evolved 
by Murdani and his contemporaries over 
the years. Indonesia's security is now 
much more imperilled from within than 
without, they feel. Abri, in its 40-year 
history, has grown from a guerilla army 
engulfed by hostile Dutch forces to d 
sprawling military bureaucracy with no 
really plausible external threat any- 
where in the medium term. 

Even the entrenched Sinophobia of 
Indonesia's top leaders has by now be- 
come generalised into a vague unease 
that an economically resurgent China 
could turn to renewed militarism. For 
the next 20 years or so, though, in the 
estimation of one senior Abri strategist, 
Peking's designs here will be mainly 
exercised through Indonesia s own 
ethnic Chinese. Although numerically 
insignificant in an overall national con- 
text, ethnic Chinese constitute a sizable 
demographic presence in a few key 
localities which lie in an arc stretching 
from Kalimantan to Sumatra along In- 
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donesia's strategic northern approach 
routes. 

And the disproportionate economic 
clout of Indonesia's Chinese provides a 
handy focus for racial jealousy. Top 
generals, in private conversation about 
the “Chinese problem," do not hesitate 
to use phrases like "fifth column" and 
"yellow peril." One military intellectual 
insisted that “they [the Chinese] have 
never been on our side, from revolu- 
tionary times on." He flatly asserted 
that Jakarta must not risk normalising 
its diplomatic ties with Peking, which 
have been frozen for the past 18 years, 
until the last Chinese Indonesian has 
lost his command of the Chinese lan- 


guage. 


N or are ethnic Chinese the only inter- 
nal *enemies" that Abri feels it must 
uard against. Militant Islam is blamed 
or a string of bombings and fires that 
has rocked Indonesia since the Tanjung 
Priok riots last year. At the same time, 
remnants of the banned Communist 
Party of Indonesia continue to infiltrate 
all levels of society, security officers 
claim. One lieutenant-colonel in Abri 
itself was recently exposed as a covert 
communist cadre of 22 years’ standing, 
military sources said. 

Then, too, the very successes of the 
New Order — maintaining relative sta- 
bility and raising living standards in the 
cities — expose Indonesia to "spiritual 
pollution" from the outside world, some 
senior officers argue. Such alien 
ideologies as Western liberalism have 
infected even some prominent ex-Abri 
leaders, such as those in the “Petition of 
50" opposition group. On the other 
hand, if prosperite has its perils, so too 
has poverty. 

A prolonged downturn in the coun- 
try's oil-based economy could result in a 
decline in real incomes that would strain 
even the vaunted tolerance of In- 
donesia's rural masses. Threats like 
these are far better combated with ter- 
ritorial vigilance on an island-by-island 
basis than with a hierarchially coordi- 
nated and ordnance-laden regional de- 
fence approach. 

Not that Abri means to stint on 
weaponry. Spectators at the anniver- 
sary parade were treated to an hours- 
long procession of state-of-the-art 
tanks, artillery and missiles, while over- 
head the antepenultimate word in mili- 
tary jets — A4 Skyhawks and F5 Ti- 
gers — roared past. 

And more equipment is on the way, 
such as British Rapier missiles, which 
put in à cameo appearance at the 
parade, though they have yet to be offi- 
cially delivered, and Harpoon anti-ship 
missiles. 

In addition to supporting its own de- 
fence industries — including the chroni- 
cally order-hungry state aircraft manu- 
facturer, Nurtanio — Abri's long and 
lavish wish list lures international arms 
vendors. Indonesia is thought to be in 











the market for the ultra-sophisticated 
US-made F16 fighter, extensive com- 
mand and control systems, as well as 
submarines and other naval vessels. 

Such an arsenal might sound like 
overkill for a military apparatus that 
sees its main threats arising from inter- 
nal subversion. Part of the impetus for 
Abri's armament stockpiling is sheer 
status-consciousness: if Thailand and 
Singapore can shop for Fl6s, why 
should not Indonesia? Then, too, Abri 
believes in contingency preparedness, 
one top-ranking staff officer explained; 
external conditions and threat percep- 
tions can change. 

That lesson was learned in the early 
1960s, this general added, when former 
president Sukarno’s confrontationalist 
foreign-policy adventures triggered a 
buying spree of Soviet MiGs. Without 
any reserve of pilots and maintenance 
personnel, Abri found itself obliged at 
the time to accept an unwelcome cadre 
of Soviet technical advisers just to keep 
the aircraft flying. 

To avoid such dependency ever 
again, Indonesia means to purchase a 
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Murdani: structural reforms. 





core capability in a few choice weapon 
systems in advance and train enough 
personnel in their use to permit expan- 
sion of the arsenal as needed later. 


Il this costs far more money than is 

likely to find its way into Indonesia's 
traditionally skimpy militaty budget ap- 
propriations, least of all in these times 
of slumping oil prices and declining 
state revenues. To free up resources for 
arms acquisitions, the reorganisation 
scheme aims to economise on redun- 
dant field expenditures. Each territorial 
command that has been eliminated is es- 
timated by some sources to save as 
much as US$2 million a year. 

Then, too, some military planners 
voice the hope that by rationalising the 
command structure, Abri can rein in the 
self-funding enterprises of some of its 
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far-flung units (page 29), which have 
proved politically embarrassing from 
time to time. Part of the field units’ re- 
venues might even be channelled even- 
tually back to headquarters to help pay 
for aircraft and ships, though no such 
largesse is expected in the near future. 
The reorganisation scheme aims to 
economise on human, as well as finan- 
cial, resources. Up until the early 1980s, 
Abri's command structure had increas- 
ingly come to reflect the overhang of 
senior officers still left in the ranks since 
revolutionary times. But, over the past 
several years, wave after wave of these 
old freedom fighters have been mustered 
out of active duty at the mandatory re- 
tirement age of 55. The last batch was 
symbolically retired on the occasion of 
the 40th anniversary celebration, leav- 
ing only eight "Generation of '45" hold- 
overs — including army chief of staff 
Gen. Rudini — still on the active list. 
Control has now passed to Murdani 
and his contemporaries in the "Bridge 
Generation" — an appellation many in 
this age cohort resent, since they, too, 
saw combat in the revolution, albeit 





mostly as teenagers in the youth 
brigades. Afterwards, in the 1950s, they 
went on to get a modicum of profes- 
sional military education, which was 
more than many of their revolutionary 
predecessors had received either as ex- 
change students at the Royal Dutch 
Military Academy in Breda or as cadets 
inone or another of the officer-training 
programmes essayed by the infant Re- 
public of Indonesia in its early years. 

It was not until the 1960s that the 
army started turning out a steady stream 
of graduates from its own service 
academy at Magelang, Central Java. 
The other services already had 
academies of their own, but with the 
traditional pre-eminence of the army in 
the command hierarchy, the shortage of 
academy-trained army officers was to 
|. prove telling in later years. 
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The catch-as-catch-can army school- 
ing of the 1950s resulted in a Bridge 
Generation officer corps far less 
numerous than that of the Generation 
of '45. Although precise figures are 
hard to come by, one diplomatic ob- 
server estimates Abri's total of general- 
grade officers at only about 200 today, 
versus nearly 500 at its mid-1970s peak. 
The command pyramid has had to be 
tapered accordingly. 

But these so-called generations, 
shaped by the fast shifting conditions of 
Indonesia's early history, are in fact 
separated by only a few years in age. 
The 1950s graduates in the Bridge 
group are themselves fast approaching 
retirement. Key commands are already 
passing to their successors in the 
"Magelang Generation" — men still in 
their 40s with five to 10 years of active- 
service life ahead. 





hree rising stars have already emerg- 

ed, all with major-general ranks: 
red army chief of staff Try Sutrisno, 
49; Abri operations chief Edy Sudrad- 
jat, 48, and Abri personnel chief 
Sugiarto, 48. Although, by functional 
designation, the first two generals no- 
tionally take precedence over Sugiarto, 
it is the role of personnel arbiter which 
some observers consider the most 
strategic job in Abri at this time of gen- 
erational change. 

Sugiarto has already filled in many of 
the boxes on Abri’s revamped organisa- 
tion chart with contemporaries of his in 
the first couple of Magelang classes. 
Graduates from the classes of 1963-66 
could find themselves out in the cold, a 
potential source of frustration in the 
senior officer corps. 

After 1965, the individual service 
academies were merged into the joint 
Armed Forces Academy (Akabri), 
whose graduates have spent their entire 
professional careers under the military- 
dominated New Order regime. Now 
that the key commands have been distri- 
buted among the Magelang men, 
Sugiarto must turn his attention to flesh- 
ing out the new command structure with 
majors and lieutenant-colonels from the 
"Akabri Generation. " 

Jockeying for position among this 
group is likely to be especially frantic 
since they are much more numerous 
than either of the two generations which 
have gone before them. But they can 
take some comfort in the thought that, 
by the time their turn comes around to 
scale the summit of Murdani's neatly 
tapered command pyramid, the organi- 
sational structure of Abri is likely to 
have undergone yet another revamp. 

As one diplomat pointed out: “You 
look at the pattern of past reorganisa- 
tions — 1969, 1974, 1979 and now 1985 
— and you get the feeling that Abri likes 
to reshuffle itself every now and then 
just for its own sake. It keeps the tyros 
guessing and nips any incipient factions 
in the bud." ü 
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A military 
wearing 
two hats 


The general, a senior 
strategist of the Indo- 
nesian Armed Forces 
(Abri), begs to differ 
with Talleyrand: “If 
‘war is too serious to 
be left to the military," 
so, too, is government 
too important to be 
Miticians." It was this 
led Abri to evolve its 





the 


left to 
attitude whic 
dual-function role as both a securit 
force and a socio-political (Sospol 
agent. 

The doctrine dates back to Abri's 


the re- 


revolutionary origins. Durin 
moved 


public's early history, Abri 


guerilla-style among the people, fight- 


ing colonialists and secessionists alike. 


Its citizen soldiers were swept into the 


army by historic circumstance; a force 
of impassioned amateurs rather than 
professionals. It was truly an "armed 


forces of the people," as its ideologists 


tirelessly pointed out. 
Today, however, most of the techni- 


cally trained officers have spent the bulk: 


of their careers under the military- 
dominated New Order government. 
Abri’s bureaucratic complexity and 
sophisticated weaponry demand an 
ever-increasing level of specialisation. 
“Professionalism” is an officially touted 
Abri goal. By predilection, experience 
and —— Abri could gradually be- 
come as insulated from the general 
mainstream of society as any other pro- 
fessional fraternity. How, then, to con- 
tinue exercising its Sospol role? 

"We'll professionalise it, of course," 


jhe 
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k . explained one —— I of- 
| ficer. Besides upgrading Sospol train- 
| ing in the military academy and mid- 
| career staff schools, he explained, Abri 
l| intends to cultivate an elite cohort 
| of officers with finely tuned Sospol 
Skills. 

These “A-class” officers, as one of 
their trainers calls them, are identified 
through periodic psychological testing, 

| as well as detailed background and job- 
performance assessments. Sospol as- 
signments — once shunned by ambiti- 
. ous officers as time-wasting career de- 
_ tours — are increasingly seen as crucial 
- Stepping-stones to advancement. 
| e proportion of A-class officers 
as a percentage of the overall officer 
| corps is a "highly sensitive secret," a 
| top-level training officer said. But clear- 
1 ŠA they are considered scarce enough 
| that Abri plans to use them sparingly. 
-. Fewer officers will be assigned as karya- 
| wan, or civil administrative, officers 
‘on loan to posts in the nation- 
- al, provincial and local govern- f * 
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and-a-half years as previously. 

Classroom training will last three 
months — six times as long as before — 
followed by internships with serving 
parliamentarians. Although F-Abri 
representation is not geographically 
based, military parliamentarians will 
spend their recess periods back in their 
territorial comands to verse themselves 
in local problems. 

To elect a national parliamentary de- 
legation as large as the F-Abri would re- 
quire 40 million constituents. But the 
"armed forces family," which one F- 
Abri parliamentarian estimates at 3 mil- 
lion including wives, children and re- 
tirees, is entitled to extra representation 
because of its steadfastness in defence 
of the state ideology, Pancasila (belief 
in God, the sovereignty of the people, 
national unity, social justice and hu- 
manity). Then, too, Abri's enhanced 
parliamentary presence is a safeguard 
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tion leader said, rather than just two- 
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Scores of senior civilian bureaucrats 
pass each year through the Abri-run In- 
stitute of National Security for a course 
in social management that is considered 
a sine qua non for advancement to the 
top civil service ranks. The institute re- 
portedly keeps detailed files on its 
graduates and conducts intelligence-re- 
lated research. 





f civilians and active-duty officers are 

being groomed for an increasingly 
high-profile role in public life, it will 
have to come at the expense of Abri's 
own pensioners. Retired military men, 
traditionally a mainstay of the karyawan 
network and the F-Abri, will find their 
roles drastically curtailed. 

Denied their traditional sinecures, 
these still-hearty and politically aware 
ex-officers might seek an outlet for their 
energies in the parties — particularly 
the ruling Golkar faction, which as- 
cended to power under Abri auspices 


Y - ments. pe ve S 
|] . The remaining military kar- $ — 
il yawan will be concentrated in 4 
| sensitive border provinces like 


| Irian Jaya, East Timor or Riau, 
_ orelse in key jobs in the national 
| ministries. 
| T prevent the recurrence of 
ast karyawan "excesses" of 
- graft or mismanagement, Abri 
| will tighten supervision of its 
| seconded bureaucrats through 
| its system of coordinating offic- 
} ers, called pakokar, in each 
] ministry. The pakokar combine | * 
| the functions of shop steward, |. | 
| placement agent and watchdog. | 
| T ey report — with increasing 
- frequency, these days — to a 
| quintet of top generals. 
= But if the karyawan presence 
| ison the wane in the ministries, 
| it is being beefed up in the na- 
| tional, provincial and local parli- 
- aments. After the coming elec- 
- tions in 1987, the appointed mili- 
_ tary faction (F-Abri) in the national par- 
| liament (DPR) will increase from the 
“current 75 seats to 100, or 20% of the 
otal membership. 
| A similar proportion of military 
"representatives is expected to be 
- named to the provincial parliaments 
E » which previously had no uni- 
ormly fixed percentage of F-Abri rep- 
resentation. 
| These bodies, though they legislate 
- little and seldom bring matters to.a vote, 
. are emerging as increasingly important 
_ channels of public inquiry — through 
- their committee hearings — into the 
- workings of government. 
| F-Abri intends to approach this deli- 
cate role with professionalism. It has al- 
ready selected its post-1987 delegation 
and begun training its members — who 
_ will serve for five-year terms, their fac- 


X eee — 





— — 


— 

3 ee a1 
1 ia ^ 
M * 

y | 


a — t 





e 


È 
v 2 
f 

= 


a 


icm 
d 


New officer-elite; revolutionary beginnings: increasingly professional. 


against the electoral “tyranny of the 
majority,” and the ineptitude of civilian 
politicians, one military strategist as- 
serts. 

Civilians chafe under this sort of dis- 
missal, as most Abri opinion-makers 
are aware. The military newspaper, Ha- 
rian AB, recently ran a series of inter- 
views in which leading civilian figures — 
present and former cabinet ministers, 
academics and political-party activists 
— cautiously called for increased civi- 
lian responsibility and autonomy. Yet 
observers noted that most of the leaders 
interviewed had Abri connections, whe- 
ther through revolutionary combat ser- 
vice or defence industries or military- 
sponsored schooling. 

Abri plans to continue hand-picking 
and training the civilians with whom it 
must increasingly share its Sospol role. 
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but has been groping for increased au- 
tonomy in recent years (REVIEW, | 
Dec. '83). 

Too many old soldiers in the Golkar 
ranks could set in motion a kind of “po- 
litical Gresham's law," frets one ob- 
server, "with crypto-civilians displacing 
the few fledgeling civilian political in- 
stitutions we have.” 

But such an outcome would still be 
far preferable, from the Abri leader- 
ship's point of view, to a widening of 
the circle of disgruntled ex-officers 
in such opposition groups as the “Pe- 
tition of 50." One of the Petition of 
30 group, retired lieutenant-general 
H. R. Dharsono, a former secretary- 
general of Asean and former command- 
er of the prestigious Siliwangi Division 
in West Java, is now on trial for subver- 


sion. — Lincoln Kaye 
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Whichever destination in the world you'd like to go to: there's a strong possibility that you'll find yo 


way in Swissair's timetable. Our fleet's constant to-ing and fro-ing in every direction is brought ot 
inents, rather than 


ble. For passengers who prefer to think in terms of cont 
e network: 47 cities in Europe, 18 in Africa, 
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particularly well in the timeta 
. points of the compass, here's a brief summary of our rout 
.23 in Asia, 10 in North and South America. In other words: from all parts of the world to all parts of 
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The *Dual Function," 
or Dwi-Fungsi, of the 
Indonesian Armed 
Forces (Abri) as both a 
professional defence 
establishment and a 
social force traces back 
to the republic’s revolu- 
A tionary origins. Many 
of Abri's topmost officers are still of 
the revolutionary *'45 Generation," 
whose political experience was often 
| violent. Against the backdrop of coups, 
—] kidnappings and  usurpations that 
-] marked the early years of indepen- 
—-| dence, the role of military men in 





n] civilian politics was clearly undeni- 
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able. 

1 Moreover, many officers of the rev- 
olutionary era came from civilian 

_ backgrounds and even after joining the 
| military, continued to function in civi- 
Ji lian responsibilities during the revolu- 
ith the traditional colonial 
bureaucracy shattered by the Japanese 


—] occupation, the revolutionary fighters, 


— ministration of territories that fell under 
their control. Revenue still had to be 


| | by default, had to take over the civil ad- 


Y - collected and trade had to go on be- 
| tween Dutch-occupied areas and the re- 
| publican interior. The liberated en- 
claves still needed medicine, am- 
—] munition, weapons and textiles from 
the Dutch-held zones, which in turn 
needed rice and other agrarian pro- 
| ducts. 
É But the world of the '45 Generation 
—| was still simple in comparison with 
| today. Political solutions were arrived 
at in short and violent ways. Economic 
| problems, in what was still largely a 
yi — economy, could be handled 
| by men without too much experience in 
business. However, this simple world 
— has now vanished. The effects of deve- 
—] lopment have made and will continue to 
| make everything more complicated. 
| Professionalism in every field, from 
_| warfare to economic management, will 
| be needed if Indonesia is to emerge as a 
modern nation. 

This need for professionalism — for 
technical specialisation and the divorce 
of administration from personal in- 
trigues — represents a departure from 
Indonesia's venerable tradition of rule 
by a faction-ridden and profiteering 
-] martial elite that would manage the 

everyday life of the populus almost as an 

afterthought. 
| In Indonesian sultanates and prin- 
—] cipalities from pre-Islamic times right 
5 through the colonial era, violence was 
_| the order of the day for establishing the 
fisas 
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j Reforming a diffuse and 
_| profiteering martial elite 


various dynasties and securing the 
kingly succession within the dynasties. 
The founder of Java's last great pre-col- 
onial kingdom, Mataram, was called 
Senopati (war-leader). Sometimes a 
royal chronicle did not even hide the 
fact that the founder of a royal dynasty 
started out as a bandit chief, like 
Ken Arok, founder of the last Hindu 
kingdom of Majapahit (13th-15th cen- 
tury). 

Nor was this military dominance re- 
stricted to the central court; according 
to Soemarsaid Moer- 
tono, the noted scho- 
lar on Javanese state- 
craft, it was often a 
royal practice to 
make a bandit chief 
the head of a village 
Or even à governor. 
The object was to 
"use thieves to catch 
thieves" — a bandit 
chieftain who is dem- 
onstrably able to con- 
trol a region and rake 
in revenues should be 
integrated into the 
system. Everybody, 
in the court as well as 
in the regions, was 
fully aware that the 
revenue collection 
system "leaked" 
copiously, but the 
prevailing attitude 
was, why not put the 
best face on it? The 
palace retained a 
special class of lite- 
rati (pujonggo in 
Javanese) to euphemise these realities. 
M eanwhile, in real life, the victors in 

wars and rebellions reaped such 
rich booty that a truly ambitious man 
could hardly choose any other career 
than the way of the sword. The military 
life offered by far the fastest avenue to 
status as well as wealth. To the sultans 
of the harbour principalities belonged 
the monopoly of all trade and port re- 
venues. The kings of the inland agrarian 
monarchies claimed ownership of all the 
land, and — what was even more crucial 
in the underpopulated islands of the ar- 
chipelago during feudal times — all the 
manpower. 

Founders of dynasties and the suc- 
cessive kings divided the revenues 
among their war companions, who be- 
came the nucleus of the priyayi class — 
the traditional Javanese ruling elite. 
The priyayi collected tributes and or- 












ganised the peasantry for forced labour. 
Naturally the priyayi took their shares 
from the gathering of revenues. In fact 
there was no central financing in these 
sultanates. This tradition finds a faint 
echo in the partially self-funding region- 
al Abri units during the revolution and 
since. 

But in feudal times, local officials’ fi- 
nancial independence was far more ab- 
solute: a priyayi, having received his 
cacah — an alloted number of peasant 
families to support his household and 
office expense — got no further emolu- 
ments from the court except for occa- 
sional special gifts. For the most part, 
the royal court only intervened if he got 
too rich off the land: then a special fine 
would be levied to restore the political 


balance between the centre and the re- 
gional elite. Too rich a local official was 
potentially too powerful for the court's 
liking. 

Always in the background of these 
feudal power plays lurked the money 
men, precursors of the giant business 
groups of today. After the late 17th cen- 
tury this role was assumed by the Euro- 
pean East India companies, by the 
Chinese or by other foreign traders and 
financiers. 

The money men turned to the kings 
or priyayi for facilities and security of 
their property. But money has its own 
dynamism and the financiers often 
found themselves at odds with their 
sometime courtly protectors. The cen- 
turies-long love-hate relationship be- 
tween the princes of Mataram and 
the Dutch East India Company typi- 
fies this ambivalence. And even in 
the supposedly non-materialistic East, 
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money has often spoken for itself, 

Nevertheless, as some scholars have 
remarked, in traditional Indonesia 
wealth tended to be a consequence of 
power rather than the other way 
around, as in the West. This was be- 
cause the poi class was basically a 
service nobility: only an active office 
holder was given revenues or cacah by 
the king. With the dismissal or demise 
of an office holder his cacah was taken 
away and reverted back to the king. 
Even the money men would shy away 
from the former office holder or his 
heirs. When wealth and political clout 
were based on control over manpower, 
rather than landed property, the priyayi 
family who lost office would descend to 
the status of commoners or even land- 
less peasants. Some retired Abri offic- 
ers have experienced similar come- 
downs in modern times. 

Dwi-Fungsi came naturally to the 
priyayi. Although, in peace time, the 
priyayi served as civil administrators of 
the realm, they maintained the lifestyle 
of a warrior class, with their weekly 
tourneys and hunting. Even their court 
dancing rehearsed battle formations. 
And they were obsessed with sacred 
weapons of magical strength — still a 
popular hobby among Abri's upper 


echelons. 


2 xe priyayi could get away with this 
emphasis on warrior-training in- 
stead of administrative skills in the sim- 
ple economy of their day, when civil 
tasks amounted to merely collecting tri- 
butes, organising labour and directing 
the peasantry to plant export crops for 
the foreign companies. 

Unfortunately for some of the short- 
lived Indonesian dynasties, whose 


. period of ascendancy was usually pre- 
- dicted as just one century long, accord- 


ing to Javanese prophecy, the priyayi 
did not confine their martial play to 
tourneys, hunts and court dances. Their 
adventurous spirit loved political in- 
trigue — always with the accompanying 
threat of violence — sometimes just for 
its own sake. Every reign saw the 
danger of palace coups. Discontented 
priyayi or princes always stood ready to 
lead the dissatisfied and disenfranchised 
among the elite and the peasantry in re- 
bellion. 


Moreover, for all their boasted 


- splendour, the traditional kingdoms 
"were in fact relatively poor and the 


IMP. of revenues was inefficient. 
ence the distribution of benefits was 
very arbitrary. Within the elite, a dis- 
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proportionately large status gap opened 
up between those closest to the king and 
those feeling a slight wind of disfavour. 
The point was not lost on disgruntled 
priyayi that the way to success, to high 
position and wealth, was the career of 
violence: war, rebellion and usurpation 
of power. 

That is where the pujonggo, the cler- 
ical euphemisers, came in. The court 
literati had to gloss over the violent 
early career of a dynasty's founder or 
king. Elaborate genealogies were con- 
cocted linking the founder with great 
kings of the past, with demiurges like 
the goddess of the South Seas or the 
spirit of the mountains, with mythical 
heroes of Hindu epics and even with the 
Prophet himself. Kings were portrayed 
as recipients of special divine inspira- 
tion and guidance, so that their author- 
ity was sacred and inviolable. 

The more violent the ascendancy of a 
reign, the more crucially it needed the 
ex post facto legitimation of the 
pujonggo. The point was to establish 
"grassroots," as the military ideologists 
and image-builders of today would have 
it. Hence the appeal to history and epic, 
to Islam and — above all — to magical 
animism. But the invocation of the 
supernatural was very much a two- 


6 Professionalism in every 
field, from warfare to 


economic management, will 
be needed if Indonesia is to 
emerge as a modern nation. ? 





edged sword, for it could just as effec- 
tively be turned against the kings by 
usurpers. 
If the Divine gave inspiration to 
dynastic founders, why would not God 
interfere with worldly affairs at other 
times as well? With an adroit pujonggo 
in the retinue, any band of op- 
positionists could adduce a presentable 
lineage and a heaven-sent mission, 
drawing upon Hindu-Buddhist reincar- 
nation doctrines, animism and the rich 
legacy of Javanese prophecy. 

The title of Heru-cokro (the Just 
King) was claimed by rebel princes 
such as the 19th-century national hero 
Diponegoro — after whom President 
Suharto’s former military command in 
Central Java was named. Nor were such 
claims limited to princes or priyayi: 
even ordinary peasants who rose in re- 
bellion could presume to messianic 
kingship, as long as they could back it up 
with force of arms. The ideal of stability 
remained elusive throughout dynastic 
history. And Javanese prophecies still 
predict in the future the advent of the 
"Just Prince" (Ratu Adil). Only now, 
with the rise of a modern, profes- 
sionalised Abri, can Indonesia aspire to 
break its traditional cycle of violence 
and court intrigue. oO 
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business 
soldiers 


By Pau! Handley in Jakarta 

Like a complex Hong- 
kong “hong” of sh 
companies and nomi- 
nee shareholders, a3 
business empire tied to 
the Indonesian Armed 
Forces (Abri) stretch- 
es the breadth of In- 
donesia, with interests 
in livestock, coffee, foodcrops, banks, 
insurance, shipping, airlines, films, aue 
tomobiles, textiles, forestry — nearly 
everything. Abri's mesh of companies 
operated independently by divisional, 
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regional and central commands, are a 


vital source of nourishment for one of 
the more poorly funded military forces 
in the world. 

As large as the business web is. 


Abri’s theoreticians do not consider ita 


part of the armed forces’ social role as 
defined in the “dual-function” or diwi 
fungsi doctrine — which says that Abr 
has social and political, as well as mili- 
tary, roles to Gs The military leader 
ship is even a bit embarrassed by this un- 
structured conglomerate and regards 
the firms under Abri's control only as a 
necessary source of funds, dating from 
the 1950s when regional commands did 
not have adequate resources to feed and 
clothe, let alone arm, their men. 
Nevertheless, companies under 
Abri's control indeed have a sort of dwi 
fungsi role in the development of the In- 
donesian economy's private sector. 
They have catapulted many pribumi, or 
indigenous Indonesian, officers into 
business sectors traditionally domi- 
nated by Chinese Indonesians. The 
companies serve as training grounds for 
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managers of state-owned and private 
corporations. 

Moreover, profits from these enter- 
prises support military personnel, pro- 
viding housing for active and retired of- 
ficers, funding social groups, paying 
pensions and supplementing spartan 
paycheques. In this way the companies 
mirror Indonesian business in both the 
private and state sectors, where a com- 
pany and its directors are the patriarchal 
caretakers of the employees. 

Indonesian military expenditures are 
surprisingly low, particularly if the high- 
cost environment Abri operates in is 
taken into account. The defence budget 
of Rps 2.54 trillion (US$2.27 billion) 
proposed for fiscal year 1986-87 is only 
about 2.3% of that year’s projected 
gross national product, against compar- 
able figures of more than 4% in China 
and more than 8% in Malaysia in recent 

ears. Some 60% of Jakarta's defence 
udget is for procurement and the rest 
personnel costs. 

The highest salary for a major-gen- 
eral is Rps 285,000, or roughly US$255, 
a month — a modest sum for an officer 
of that rank, even though his housing, 
transport, children's education and 
some food are paid for in addition. Gen- 
erally the defence budget does not go 
far in supporting military personnel, ac- 
tive or retired. Abri makes up the 
shortfall with profits from its business 
empire. While no one seems to know 
the full extent of this empire, it is esti- 
mated that it generates support-funds 
equivalent to 20-35% of the official 
Abri budget. 


bri's heavy involvement in business 

began in the 1950s when regional 
commands had no funds except those 
they raised themselves. In Central Java, 
President Suharto, then a colonel, es- 
tablished under his command founda- 
tions which operated profit-generating 
businesses to support both servicemen's 
needs and rural agricultural develop- 
ment. At the same time in West Java, 
then colonel Ibnu Sutowo was develop- 
ing the army oil company Permina, later 
to grow into state oil monopoly Per- 
tamina. Under Sutowo, Pertamina was 
responsible for directly funding Abri 
and crucial national-development pro- 
jects. 

Similarly, other military command- 
ers established a staggering range of 
businesses in their areas to finance their 
operations. During the late 1950s, army 
and navy regional commands built busi- 
ness empires strong enough for them to 
assert considerable degrees of indepen- 
dence of the central command, under- 
mining efforts to establish military 


rity. 

e Javanese have long shown a lack 
of interest and talent for trade and busi- 
ness. Non-Javanese, notably Chinese- 
Indonesians, fill this gap. But with the 
development of strong military-run 
businesses, often in cooperation with 


a 


Chinese business figures, many officers 
of Abri, with Javanese the most numer- 
ous among them, have come to acquire 
modern business skills to complement 
their training in discipline and adminis- 
tration. 

A new class of officers with manage- 
ment skills including Suharto, 
Sutowo, Adm. Sudomo and generals 
Sujono Humardani, Sudharmono, 
Soerjo Wirjohdipoetro, Umar Wiraha- 
dikusuma, the late Ali Murtopo and 
Bustanil Arifin — rose in this man- 
ner to become the strongest figures of 
the New Order government. 

They or their adjutants are now in 
charge not only of military-owned busi- 
nesses but of major state enterprises 


such as Pertamina and Bulog, the state 
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logisitics agency in charge of managing 
rice stocks, various state trading agen- 
cies as well as important government 
departments. Retired generals and col- 
onels are prominent in the ranks of 
managers in military and civilian busi- 
nesses. 

Military companies function much 
the way civilian companies do in In- 
donesia: the director is a patriarchal 
bapak, or father, upon whose expres- 
sions of generosity the poorly salaried 
workers depend. As in civilian depart- 
ments, regular envelopes with salary 
supplements are doled out, creating di- 
rect loyalty to the boss. 

The directors job is to generate 
profits to help his division or com- 
mand to meet personnel and procure- 


ment needs. The major procurement of 
a fleet of A4 jets was reportedly funded 
largely in this manner in the late 1970s 
by the air force. In another important 
example, the army ordered Tri Usaha 
Bhakti, one of the largest military hold- 
ing companies, to build 2,000 homes for 
low-ranking servicemen and their 
families with the profits from its busi- 
nesses. Tri Usaha Bhakti's manager, 
Sofyan Wanandi, himself a civilian, said 
the group’s profits go to supporting re- 
tirees and army widows and to other so- 
cial activities. 


here have been extreme aberrations 

in this system of military-run busi- 
ness, as in the pavers sector. Irresponsi- 
bility resulted in the collapse of the 

army-owned Bank Dharma 
§ Ekonomi in 1968. Numerous 

companies have been mis- 
$ managed, with their military 

directors building up personal 
fortunes or being involved in 
illegal operations such as 
smuggling. One problem is 
that military companies, like 
state firms, can depend on 
their influence to ensure that 
they are awarded contracts. 
Such tendencies work against 
competition and efficiency. 

Aside from supplementing 
budget provisions, Abri com- 
panies have served another 
important social purpose by 
absorbing large numbers of 
capable officers retiring at a 
young age. The most capable 
retirees have stayed on to run 
the companies. The inability, 
though, of these companies to 
absorb more of the recent re- 
tirees from the officer corps 
has become a source of resent- 
ment among those who are 
left out. 

Only in recent years has 
the military leadership seen fit 
to formalise some of the con- 
glomerate of foundations, 
cooperatives and individual 
businesses answerable to 
Abri. Army chief Gen. 
Rudini has given civilian managers — 
such as Wanandi, with long-standing 
ties to Abri businesses — repo AU) 
to make the major groups under his con- 
trol fiscally accountable. 

Rudini, Wanandi says, wants to 
transform Tri Usaha Bhakti and 
Yayasan Dharma Putra — another 
major holding company under the 
Army Strategic Command, formed by 
Suharto in 1964— into efficient, competi- 
tive and mostly civilian-run companies 
which would be able to provide a steady 
stream of funds, strictly for the army’s 
social needs. Wanandi has trimmed the 
numbers of Tri Usaha Bhakti group of 
companies, once reaching dozens, to 
about 20 and similarly reduced that of 
the Dharma Putra group to 10. Oo 
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connections. 


Money and financial markets, 





domestic and international mar- 
kets. They're all interconnected. 

Ecu bonds with currency 
and interest rate swaps, foreign 
exchange and interest rate op- 
tions - these complex products 
can outperform traditional ones. 

New York, London, Paris, 
Singapore, Hong Kong, Tokyo... 
Banque Indosuez specialists are 
in constant contact with each 
other and evolving market con- 
nections. 

Banque Indosuez, present in 
65 countries, opens up a whole 
world of opportunities. 
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Brown Boveri 
take over the lead in building 

Abu Dhabi’s new broadcast centre, 
with four 
900 kW short-wave transmitters 
and one 
2000 kW medium-wave transmitter. 


BBC transmitter tetrode CQK 400-1 

Such tetrodes are key components in the 
output amplifier and modulator stages 

of high-power broadcast transmitters. 


High Efficiency 


The order for a new, turnkey 
broadcast centre at 

Al Dabiah was placed by the 
sheikdom’s Ministry of 
Information and Culture in 
October 1982. 


They chose Brown Boweri, 
who also assumed the role 
of main contractor. 


Brown Boveri broadcast 
transmitters operate at 
unusually high efficiency, 

so need less energy. Like all 
Brown Boveri's many 
products and systems in the 
telecommunications field, 
they embody a philosophy 
of quality with performance. 


The Abu Dhabi project in- 
volves the planning, design, 
delivery, erection and com- 


missioning of two 1000 kW 
medium-wave transmitters 
in parallel, four 500 kW 
short-wave transmitters, the 
entire antenna arrays and 
Studio facilities, and all the 
station buildings and auxil- 
iaries, diesel generator sets, 
switchgear and so on. 


Worldwide short-wave cov- 
erage will be provided by 
two novel rotating antennas 
84 m high, 92m wide and 
weighing 170 t. Time to com- 
pletion 28 months. 


BBC play a vital role in 
providing the world with 
facilities for generating, 
distributing and utilizing 
electricity. Committed 

to the attainment of techni- 
cal excellence, Brown 
Boveri are able to take the 
lead. 





BROWN BOVERI 


BBC Brown Boveri in South-East Asia, Australia and New Zealand 


trc apt cis a ie: hoa. saan eyes ideale TN GU E Paso 
Australia: Brown Boveri (Australia) Pty. Limited, P O. Box 747, Marayong, N.S.W. 2148, Australia. Hong Kong: BBC Brown Boveri Ltd 

G.P.O. Box 448, Hong Kong. Indonesia: P. T. Mega Eltra, Postbag 109, Jakarta, Indonesia Malaysia: Brown Boveri (M) Sdn. Bhd., P O. Box 
404, Jalan Sultan, Petaling Jaya, West Malaysia. New Zealand: Brown Boveri (New Zealand) Ltd., P O. Box 12248, Wellington North, 
New Zealand. Philippines: BBC Brown Boveri (Fil) Corp., MCC P.O. Box 1732, Makati, Commercial Center, Philippines. Republic of 
Singapore: BBC Brown Boveri (S.E.A.) Pte. Ltd., P. O. Box 95, Pasir Panjang, Singapore 9111. Thailand: BBC Brown Boveri (Thailand) Ltd., 
^ O Box 2087. Banakok. Thailand. Other countries: BBC Brown, Boveri & Company, Ltd., Brown Boveri International Group, P O. Box 58. 












The right E. 
partner makes 
all the difference 





The key to success lies in /9 years, management and ship and management, property 
choosing the right partner, whether ^ financial resources available and development, manufacturing, 
foran individualor for acorporation. an international network of business trading, insurance and heavy 

otrategically positioned in one connections make Sime Darby a equipment 
of today's most exciting growth useful partner in any venture oime e Dy IS committed to 
areas, the Sime Darby Group is Operating through more than the future of ASEAN. And has the 
one of ASEAN'S largest multi- 200 companies, Sime Darby's experience, expertise and motiva- 
nationals. Experience built up over activities include plantation owner- tion to make partnerships work. 


The e Darby e 
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For the reliability that 
grows from more than 30 
years of looking after the 
business and leisure 
travellers of the world. 

For the unique combina 
tion of gracious living 
with a touch of luxury at 
Ramada prices. 

For Roomfinder II instant 
reservations in seven Asia 
Pacific locations and 575 
hotels around the world 

For the time of your life, 
everytime ... next time 
Ramada 





RAMADA 


NTERNATIONAL HOTELS 





Ramada Renaissance Hotels 
distinctive world class hotels 
are in Colombo and Melaka 


Ramada Hotels, a wider chor 
of excellence, are in Singapori 

Sydney, Brisbane, Cairns (1986 
Kuantan (1986). 


Next time, 
RAMADA. 


For reservations, call 

Hong Kong 5-215215; 

Sydney (toll free) 008-222431 

Tokyo 03-2398303; London 01-4930621 
Frankfurt 069-234021; 

United States 1-800-2 RAMADA 





ver wonder how successful executives 
_ get where they are today? 
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Their secret? Going with the lead ——— > 
ers, of course. Northwest Orient C. d (Lp -&Irnngs È If you' ve got a business trip to 
flies nonstop daily from Asia to New E. Y | yp I the States, go with success. Call 
York and 5 other US cities, and its ex- BA Pa OTD: AXI Northwest Orient now, and make 
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Don't leave home without it” ' 


For reservations, call your travel agent or Northwest Orient 













qué tióncd Clad ge about th ee hours, 
in particular about an article which had 
appeared in the 4 July edition of the 

NE von relation between Malaysia 

















question ‘could hardly 
scoop though it was, as the 
ays tries to be, more de- 
etter informed than similar 
-other publications, both local 
oreign. Entitled An affair of the 
described how the Malaysian 


ith China on a basis of self- 
; The article reported that steps 
would be taken to facilitate Malaysians 
visiting and investing in China and that 
Prime Minister Datuk Seri Mahathir 
Mohamad may conclude agreements to 
improve trade and other economic rela- 
tions with China, when in Peking tn late 
November. 
€ THE article referred to the detailed 
recommendations contained in a 200- 
page Foreign Office paper entitled 
Managing a Controlled Relationship 
with the People's Republic of China, 
prepared by a high-powered, inter-de- 
partmental group set up in the after- 
math of a visit to China by then foreign 
minister Tan Sri Ghazali Shafie in June 
1984. 
. The article was in no sense an exclu- 
sive. On 25 June — two days before the 
; REVIEW cover-dated 4 July appeared — 
“Mahathir himself briefed newsmen on 
‘the cabinet meeting and on the propo- 
gals to improve economic ties with 
China and relax travel restrictions. This 
' briefing was widely reported in the Ma- 
.' laysian press on 26 June and in the Asian 
. | Wall Street Journal on 27 June. From 
this one must assume that the publica- 
tion of the fact that the Malaysian Gov- 
ernment had decided to draw economi- 
cally closer to Peking was in no way 
harmful to Malaysian interests; what 
was to prove objectionable in Malay- 
sia's eyes was the degree of accuracy 
and the detail of the REVIEW's report. 
^^ [n due course, on 10 October, Clad 
¿was solemnly arrested, photographed, 
‘fingerprinted and released on bail after 
| having been told that he was being 
charged with breach of the Official Sec- 
irets Act. The first charge said in part 
.that Clad "having in possession secret 
official information” thereupon "di- 
 vulged" it in the pages of the REVIEW, 
an offence punishable under Section 
-8(1)G) of the act. The second charge 
was that Clad received the information 
“having reasonable ground to believe at 
the time when [he] received it that the 
said official information was communi- 
cated to [him] in contravention of the 
Official Secrets Act," an offence under 
ection 8(2) of the act. 








ment had decided to stabilise re- 
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by the peru. that it was o 
that Clad could be charged with further 
offences which would — him, 
under Malaysian law, i 

sources. The alternative to naming his 
sources could have been an indetermi- 
nate jail sentence for contempt of court. 
Moreover, suspected sources would 
likely have been subpoenaed to appear 
at a contested trial. The best legal ad- 
vice was that it would be virtually im- 
possible to enter a successful plea of not 
guilty, as the wording of the act was so 
broad in setting out what constituted 
"secret" information. 

Section 8(1) of the act makes it il- 
legal for anyone having information de- 
rived from his position in government or 
public service, or anyone having any in- 
formation "obtained in contravention 
Of this act" (that is from a public ser- 
vant), tO communicate it to anyone 
other than a person to whom he is au- 
thorised or has a duty to communicate 
it. Section 8(2) relates to receipt of the 
illegal information. In other words, the 
act can cover any information deemed 
official and not communicated by or 
through an authorised person, namely 
an official spokesman. 

Thirdly, we had to bear in mind the 
REVIEW's consistent policy of abiding 
by the laws of the lands in which we ope- 
rate; at the same time a correspondent 
does have a moral obligation to protect 
his sources. Lastly and not least, we had 
to consider Clad’s own circumstances. 

@ WITH these and many other consid- 
erations m mind, it was decided that 
Clad should plead guilty to the two 
charges. He duly appeared in court on 
11 October. The prosecutor asked for a 
“meaningful. sentence commensurate 
with the severity of the offence.” At this 


‘point Clad's lawyer presented a plea of 


mitigation which read in part: 

» The accused is married with two 
young children. 

» The accused has no previous convic- 
tions in this or any other jurisdiction. 

» Preparations for the cabinet report 


mentioned in the article began a year 


before the accused's article appeared. 
The document culminated a wide-rang- 
ing review of Malaysia-China relations 
conducted by the Malaysian Govern- 
ment. The existence of this review was 
noted in two earlier issues of the 
REVIEW — namely an INTELLIGENCE 
column item of 26 July 1984 and within 
an article about economic policy deci- 
sions appearing in the 2 May 1985 edi- 
tion. 

» On no occasion did the accused or his 
employer receive any indication, direct 
or indirect, that the reporting of this 
particular topic could result in the in- 
fringement of this act or of any other 


| or have possession of the | 


—— A CERNE Ah IMENT A te MN eh A ME enn ie aah eed MeCN — (REIR WIRTH Aba Pair Lehn Pre RPA nner ee GTN E Andry Bare FES NRL MR P 


breach of the act or of : any : 


of the offending article 


Prime Minister when sp 


minister's comments were i 


his assignment here, he has ne 







years in Ma 
the REVIEW, he 
cles about a wide var 
economic topics. In n 
received any indicat 
thorities that his writi 

























































» It is worth noting that t 


vealed to the public, not b 
cused's article, but by the Rt 
press on 25 June. Reports 


next day by both the loc 
press. Officials also spoke 
about the cabinet paper f 
prime minister's statement. 
very existence of the cabin 
some of its conclusions ( 
travel restrictions to China), - 
tence of a cabinet meeting to jis 
document and the wider pu 
hind the preparation of the ce 
(that is, to conduct a compren 
review of relations with Chi 
ALL been revealed before the a 
was published in the REVIEW. ~ 
> | note this because it bears 
client's state of mind: heconcluded 
estly, if erroneously, that as the + 
matter and much background det 
already — into the public dom. 
an article dealing with the same st 
matter, albeit in greater detail, w 
not be in contravention of the law. 
» My client informs me that the : 
rial for his article was collect 
many months once the existenc 
government-appointed task forc 
view China relations became 
known. At no time did the acou 





mentioned in his article. He w 
he wrote based entirely on 
accounts from a wide variet 
— and he so advised the 
they questioned him on 7 Aug 
» During his interview with 
the accused also stressed that 
purpose of writing this art 
any other article — was to i 
readers of the REVIEW about 
porary affairs in Malaysia. In: 
any other article he has writte 








boured any intention of prejudici 
laysia — a country for which he | 
highest regard. 

> in view of the fore 
cumstances, 1 believe th; 
justice would be serve 
tioning and dischar 
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icn oon tn 
atement but nothing more; 
'uld not go over and above what 
prime minister had said. 
Clad's lawyer then pointed out that 
only person previously convicted 


t Siang who, though the case involved 
lging defence information, had 
n fined, reduced on appeal to 
,000. (US$2.040). 
postponed. 

YN 14 October the fines were an- 
nced — M$5.000-0n each count. Af- 
rds Clad made the following state- 





is prosecution arose out of an ar- 






JEW. My counsel’s plea of mitiga- 
- before the court sets out. the 
sons why we have elected to see this 
€. as, at the most, a ‘technical viola- 
on' of a widely drafted statute that 
uld — if applied rigorously — make 
practice of journalism, as under- 
stood both here and abroad, impossible 
carry out. 
Jntil this prosecution, the Malay- 
an Government has chosen to exercise 
powers under this act leniently in- 
pfar as those members of the foreign 
ess who are guests in this country are 
oncerned. 
In connection with the prosecution it 
s enough to say that we believe the arti- 
cle as it appeared was accurate and re- 
flected fairly the issues before the Ma- 
laysian Government when reviewing its 
relations with the People's Republic of 
hina. The accuracy and balance of the 
rticle have not been called in question 
by anyone, including the government. I 
stand by the article as does my editor. 
I would stress that at no time before 
during the police investigation or 
subsequent prosecution, has the confi- 
entiality of my sources been in any 
pardy. As journalists, our business is 
report the contemporary affairs of 
aysia as accurately and as fairly as 
an: naturally we regret that this ob- 
has now collided with the legal 
em and we hope this will not happen 
Jur job now, as before, is to re- 
affairs of this friendly and hos- 
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try and that is what I plan to. 
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until Deng steps down 


By David Bonavia in Hongkong 


eports of a political split between: 


China's two senior leaders, Deng 
Xiaoping and Chen Yun, have been 
supported by an article in the usually re- 
hable Hongkong journal Zheng Ming, 
which says Chen refused to resign from 
the politburo standing committee unless 
Deng resigned too. 

The magazine quoted. mainland 
sources as saying the two octogenarians 


were locked in conflict over ideological 
matters as well as economic policy, At 


the recent extraordinary conference of 
the Chinese Communist Party in Peking 


they read out speeches which showed 
divergence over fundamental issues. 


Although Chen is thought to be 
older than the 81-year-old elder states- 
man Deng, his opposition to the spread 
of free-market forces and other forms of 
liberalisation may encourage other re- 
volutionaries of his generation to. op- 
pose the new policies, which are already 
being resisted by middle-level cadres 
still affected by the thoughts of the late 
chairman Mao Zedong. 

Deng and his protégé, party General 
Secretary Hu Yaobang, used the con- 
ference to bring about the retirement of 
64 members of the central committee, 
ostensibly to bring in fresher and more 
vigorous administrators, but also to 
neutralise high-level criticism. of their 


social and economic policies. 


According to Zheng Ming, Deng put 
up a trial balloon by letting Chen know 
he was planning to resign, whereupon 
the latter said: “If Deng resigns, so wall 
L If he doesn't, | won't resign either.” 

. The main disagreement between the 
two men is over the consequences of 
Deng’s policies of opening China to the 
outside world and his use of some quasi- 
capitalist measures to enliven the 


domestic economy, Chen, like other old 


bureaucrats, is known to be disgusted at 
the “decadent bourgeois influences” 
from Hongkong and the West which 
have come in o 

"open-door policy.” But he is equally 
concerned at the instability created by 
greater use of market forces to regulate 
and, determine supply — de⸗ 





“tion could only s “le ad to chaos.” 
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.-- plus the Asia Yearbook 


‘Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only. single 
medium of its kind. | 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local. currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. l 











i ( 6months | 

C 1 year 
| UP Please include the Yearbook at extra 
| US$21.95/4K$176. For airmail delivery, 

— ustemas as 

I Paymentol oou | O E 
| Address MÀ 
i a ms — RU Nc — 























Australia. 


When you buy from Australia you get a big choice. zrzr IE Ta | 
For Australia can supply a wide range of commercial and | — — — 
industrial products, specialised equipment and consumer \ — 2— 
goods. Products such as the following - Mining and — 







































groundwater machinery and equipment. Materials and 
wharf handling equipment. Food processing machinery. 
Hospital and medical equipment. Security and safety 
equipment. Electrical and electronic products. 
Professional and scientific instruments and equipment. 
These and a great variety of other Australian products 
are sold throughout the world. You'll find them very 
competitive with their high standards of quality and 
performance. It would be well worth your while to check 
out what Australia has to offer - as an alternative source 
of supply or a supplier of new items. There is also much 
to gain from Australia in joint venture arrangements, 
technology transfer and specialised 
consultancy services. See how you can 
profit from Australia. Contact the 
Australian Trade Commissioner. 


Ask the expert 
who knows Australia 


For details of suppliers phone or telex 

the Australian Trade Commissioner at: 

Bangkok, 286 0411 telex 82621 

Beijing, 52 2331 telex 22263 

Hong Kong, 5-731881 telex 73685 

Jakarta, 330824 telex 46 214 

Kuala Lumpur, 42 3122 telex MA 30260 

Manila, 87 4961 telex PN 63542 

New Delhi, 60 1336 telex 31 61156 =i | = I3 4 T 

Osaka, (06) 271 7071 telex 522 5334 L "^ QU T KRY: T ^ | 
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Seoul, 720 6491-5 telex K23663 fa Ae. a EL — 
Shanghai, 37 4580 telex 33312 AUSCG CN — — 
Singapore, 737 9311 telex RS 21 238 


Tokyo, 582 7231-9 telex 242 2885 







Ask the Australian 
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| Zia says Pakistan can repel any deep Soviet incursion 



















NOT * 

| By Ted Morello in Rawalpindi 

m he US-equipped armed forces of 
= M Pakistan are now powerful enough 
- torepel any "deep-penetration" ground 
_ invasion by Soviet forces occupying Af- 
‘ghanistan, Pakistani President Zia-ul 
| Hag said in an interview. And Zia con- 


firmed that a Soviet-supported search- 


t 


pend-destroy campaign against mujahi- 
- deen guerillas in Afghanistan is raging 
_ with increasing ferocity. 

= But Zia also said he thinks the new 
— Soviet Government of Mikhail Gor- 
- bachov is "interested" in a political set- 
- tlement and suggested that the Soviet 
- leader will say as much curing his sum- 
- mit meeting with President Reagan in 
- Geneva, scheduled for November. 
- However, Soviet Deputy Foreign Minis- 
ter Mikhail Kapitsa said in an interview 
- published in Islamabad's daily news- 
X paper Muslim that Afghanistan would 
} not be discussed at the November sum- 
| mit. Zia is likely to meet Reagan later 
. this month when the two are scheduled 
to attend the UN General Assembly's 
= 40th anniversary ceremonies in New 
i York. 

On other issues covered in the inter- 
| view in Army House, Zia's Rawalpindi 
| residence, the president said his offer to 
| India of mutual site inspections of nu- 


| ow S DET. : : 
- clear facilities includes Pakistan s super- 
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| INTERVIEW/ZIA-UL HAQ 
E. 
I 
EGolovins are excerpts from REVIEW 
| E correspondent Ted Morello's recent 
| interview with Pakistan President Zia- 
|] ul Hag at the president's residence in 
| Rawalpindi. 
India has been making noises about 
yon nuclear-weapons programme. Do 
- you feel that this is an issue on which 
India is exporting its domestic problems 
» Pakistan? 


rw * 

think this is primarily a camouflage 
nue their own activities so that attention is 
diverted not on their programme, not 
on the three reprocessing plants in 
India, which are totally out of [interna- 









M 


| 

: tional| safeguards, but on a little re- 
| search programme in Pakistan. It may 
be a diversionary effort to make the 
- people of India think about the nuclear 


| 
| programme in Pakistan and not about 
_ the Sikh problem. 


| You have offered to have mutual site in- 
| Spection of your nuclear facilities. 
. Would that include the Kahuta facility? 





secret Kahuta complex, known locally 
as "the bomb factory." He reiterated his 
assertion that Pakistan's nuclear pro- 
gramme is “for peaceful purposes" and 
added: "When we hear noise coming 
from the Indian side, I get surprised that 
it is coming from a | 
country that is doing TI 
much more and much 
worse than we are 
doing * nuclear 
weapons] — assuming 
that we are doing any- 
thing.” 

Zia said India had 
not responded to his 
Site-inspection pro- 
posal. He also assert- 
ed that Pakistan's nu- 
clear programme is 
"totally indigenous" 
and denied some re- 
ports that Pakistan 
was receiving help 
with the programme 
from China. 

The president also discussed his gov- 
ernment’s stepped-up efforts to curtail 
heroin production and trafficking in the 
country, 

Diplomatic observers said that Zia’s 
confidence in Pakistan's ability to “take 


Nuclear inspection? Yes 


Yes, we have said that our offer con- 
tains all nuclear facilities in Pakistan 
and all nuclear facilities in India. [All] 
should be subjected [to inspection], if 
not by international [auspices], then 
under the NPT [Nuclear Non-Prolifera- 
tion Treaty], if nothing else, then jointly 
let us do it ourselves. 





What has India’s reaction been to your 
proposal? 

India has not even responded, leave 
alone acted on this. 


An American magazine reports that the 
US will not assist China in its nuclear 
programme unless it stops giving nu- 
clear aid to Pakistan, specifically 
through Chinese scientists at Kahuta. 
Are there Chinese scientists there? 

Conjecture, total conjecture. Pakis- 
tan's nuclear programme is of a totally 
indigenous character. We have no co- 
operation, no facilities — none — from 
any outside agency..We have no coope- 
ration with China. 
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largely on a massive infusion of US-sup- 
plied military hardware under a six-year 
delivery programme begun in 1981. At 
that time, the US cleared Pakistan for 
US$3.2 billion in assistance. Of that 
amount, US$1.6 billion was for military 
aid, 

The package includes 40 sophisti- 
cated F16 jet fighter aircraft, 100 M60 
battle tanks, Cobra helicopter gunships 
and anti-aircraft missiles. All but six of 
the Fl6s have been delivered. 

More recently, Pakistan has asked 
for another six-year package of US$6.5 
billion in US aid. 
About half would be 
for military equipment 
and the rest for eco- 
nomic assistance. 

Zia’s assessment of 
Pakistan's ability to 
withstand a full-scale 
invasion came- in 
answer to a question 
prompted by specula- 
tion that, out of frust- 
ration at their inabil- 
ity to crush the Af- 
ghan guerillas, the 

oviets might stage 
ground attacks against 
Afghan refugee camps 
in Pakistan. Moscow 
contends that the 
border camps are staging areas for 
mujahideen operations in Afghanis- 
tan. 

“They can always do that," Zia said 
of a hypothetical Soviet attack. "The 
Russians can, if they wish, carry out 





How do you assess the current status of 
your anti-narcotics campaign? 

We'have done fairly well in the nar- 
cotics field. People used to [use] 
marijuana and bang [cannabis resin| and 
all the rest of it. It didn't harm anybody. 
But heroin and other aspects of this, and 
taking shots, this was not very common 
at all. [Now] the younger generation is 
getting addicted [to heroin |. It is for this 
reason that for the last eight years we 
have been very strict. 

In the last three years we have en- 
hanced the punishment. A person car- 
rying more than nine oz goes for a life 
sentence. And it is not discretionary. If 
the man is found guilty, a judge has no 
choice but to seritence him to life. Peo- 
ple call these draconian laws. Yes, but 
we want. . . to save the younger genera- 
ton. 


How have you managed in the tribal 


areas, where the government tradi- 
tionally has not tried to exercise autho- 
rity? 


We have bulldozed it. [In the last two 
years] we have knocked out 40 so-called 
small laboratories where heroin was 
being processed, and by force — by tak- 
ing military action against them: 
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“small incursions into Pakistani territory 
— border violations against border 
ts. 
"But they are, in my opinion — in 
our judgment — not = capable of 
deep penetration — of deep thrusts into 
Pakistani territory. We have a reasona- 
bly good force on the Western front. We 
believe [we] are able to take them on.” 

At the same time, he said he hopes 
for a negotiated end to the conflict. “I 
think the Soviet Union, while it does 
apply certain pressures, is also in- 
terested in a political settlement. If that 
be so, I see no reason why the Soviet 
Union should escalate." 

The UN consensus, as reflected in 
UN Secretary-General Javier Perez de 
Cuellar's latest Afghanistan progress 
report, tends to agree with Zia's assess- 
ment of Soviet peace intentions. 





Rounding up the five earlier Geneva 
“proximity talks” between Pakistan 
and Afghanistan, the secretary-general 
emphasised that the Soviet Union as 
well as the US “have reiterated on sev- 
eral occasions” their support for a 
negotiated political settlement and for 
the continuation of my efforts.” Mos- 
cow and Washington are the guarantors 
of any agreement that might finally 
emerge. 

The Geneva meetings have been 
going on since 1982, when Pakistan and 
Afghanistan agreed to a UN role in 
negotiations. e participants have 


been foreign ministers Shah Moham- 
mad Dost of Afghanistan and Sahib- 
zada Yaqub Khan of Pakistan. 

N go-between is Assistant Sec- 


The 





Zia: conjecture. 


Have you changed the quasi-autonom- 
ous status of the tribal areas? 

We just went into the tribal arcas. 
There is no question about it. And in 
one case we blasted the place where the 
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retary-General Diego Cordovez, Perez 
de Cuellar's special representative on 
Afghanistan. Iran has been kept in- 
formed of the proceedings but does not 
participate. The next Geneva meeting is 
scheduled for 16-20 December. 

Three of the four elements of an 
overall agreement have been all but 
finalised in the past talks. These cover 
non-interference and non-intervention 
in Pakistan's and Afghanistan's domes- 
tic affairs, arrangements for the volun- 
tary return of the refugees and a dec- 
laration of guarantees by the US and the 
Soviet Union. 

The sticking point is a withdrawal 
timetable for the Soviet forces in Af- 
ghanistan. It has been suggested that 
agreement could be achieved quickly if 
direct talks could be arranged between 
Afghanistan and Pakistan, as Kabul in- 
sists. 

Diplomats in Pakistan and the UN 
told the REVIEW that there is substantial 
support within Pakistan for direct talks. 
But in his interview, Zia scoffed at the 
reports and flatly rejected the sugges- 
tion of a face-to-face encounter. 

The president said there is “a very, 
very small faction of [Pakistan's] politi- 
cal minority" that advocates direct 
talks. He brushed aside this faction as “a 
few leftists” and *middle-of-the-road" 
individuals “who have no spine — who 
get scared even if the wind blows. 

“Direct talks with a regime which we 
cannot recognise or a regime which we 
consider illegitimate or a regime which 
is kept in power by a force of 115,000 
Russian troops would be itself a mora! 
capitulation,” Zia said. o 












heroin was made, We took tanks and ar- 
tillery and just blasted the [heroin fac- 
tory]. But the difficulty is that the Soviet 
Union is encouraging the growth of 
poppy in Afghanistan, and this is hard 
cash. Now, in the process, Russian sol- 
diers are getting addicted. 

But the fact is that the normal, 
traditional route [is closed]. It [narco- 
tics] used to come from Central Asian 
states: Tashkent, Samarkand, Bukhara, 
Afghanistan. It used to go through 
Iran and via Iran to Turkey, Turkey 
to Europe and the US. Now, after the 
Iranian revolution . . . the Iran-Iraq 
war Was going on, so the route to Tur- 
key is not open, and Iran itself does 
not offer safe passage. So Pakistan 
has become the conduit for quite some 
time. 

Now, we know that it ison the other 
side of the [Afghan-Pakistan] border. It 
is no longer in the tribal area. We don't 
say we have totally eliminated [poppy- 
growing]. There are certain areas in the 
tribal area where we cannot reach. But 
across the border, in the [Afghanistan] 
tribal areas, the Russians are encourag- 
ing it. So the main source is from Af- 
ghanistan, and it gets out. 

But we're doing our best to stop it. Kl 
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TAIWAN 


Doubling 
their fun 


The country lays on lavish » 
10 October celebrations | 


By Carl Goldstein in Taipei 
fter a year marked by scandals anda 
serious economic downturn, Tab 

wan's ruling Kuomintang (KMT) order 

ed up a series of morale-building mea- 
sures to coincide with the 10 Octobe 

(Double Tenth) National Day celebra- 

tions. With about 15,000 Oversea 

Chinese in town for the holiday, whidl 

marks the anniversary of the 1911 over 

throw of China's Qing dynasty and the 
establishment of a republic, the go rn- 
ment staged large-scale military deme 
onstrations and trotted out recent des 
fectors from China to testify to the proc- 
laimed superiority of life in Taiwan. 

The military shows were a major de 
parture from past years. On 11 October, 
6,000 Overseas Chinese were treatec 
a mini-wargame conducted by an arm 
oured brigade at the Hukou army bas 
in northern Taiwan. The next day, 8,000 
more visiting Chinese viewe | 
exercises at a base near Kaohsiung, the 
southern port city, ! 

Overseas Chinese communities are 
seen by both Peking and Taipei as ime 
portant sources of capital and political 
support. Peking's increasing interna- 
tional acceptance under Chinese leader 
Deng Xiaoping's more liberal p ies 
have placed Taipei on the defensive. 
Analysts saw the military displays as 
part of an attempt to demonstrate m 
solve in the face of Peking's overtures to" 
Taipei on the question of reunificatio 
of Taiwan with the mainland. 

The show of military muscle had a 
clear domestic angle as well. The series 
of military demonstrations were ex- 
tended through 14-16 October to give 
more than 35,000 village and neigh- | 
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Problem Solver 


The wonders of travel have long been 
extolled but its woes can be legion. 

At Holiday Inn we keep this in mind 
always, offering you a staff committed solely 
to Service. We're re-defining customer service 
with people who accept the responsibility to go 
beyond mere titles and become Problem 
Solvers — at all levels. 

Service to us means keeping the sense of 
wonder and eliminating the woe — because we 
care about the small things in life. 


Á 9 * Holiday Inn... 
about the small things in life. 
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Holiday Inn 


international-Asia/Pacific 


-For further information and reservations, Contact your travel agent, 


any Holiday Inn or our Regional Director of Sales, 
c/o Holiday Inn Harbour View Hong Kong. 
TST PO Box 98468, 70 Mody Road, Kowloon, Hong Kong. 
Tel: 3-7215161, Telex: HX 38670. Cable: INNVIEW 


Holiday Inn Hotels tn Asia 


Bombay * Colombo * Golden Mile Hong Kong * Harbour View Hong Kong 
Islamabad * Johor Bahru * Kanazawa * Inn On The Park Kuala Lumpur 
Karachi * Kuching * Kyoto * Manila * Nagasaki + Nankai-Osaka 
Narita * Penang * Park View Singapore * Royal Singapore * Tokyo 


Toyohashi * Yokohama 


superior service on 
; your next trip in Asia? 













How much does a Microscope 
help your research work? 





This is a question you can easily answer: when you have 
a fine instrument a lot of your work depends on it. And 
sometimes more 






The new range of our research microscopes includes: 









MC 7 RESEARCH MICROSCOPE 
for biology and medicine. 

Magnifying power from 25 x to 2,500 x with standard 
equipment and up to 4000 x with optional equipment. 












MC 6 RESEARCH MICROSCOPE 
for metalworking, metallography, mineralogy and geol- 
ogy. 

Magnifying power from 50 x to 1,250 x with standard 
equipment and up to 2000 x with optional equipment. 











MC 9 RESEARCH MICROSCOPE 
in fluorescent light for biology, medicine, mineralogy, 
etc. 

Magnifying power from 63 x up to 2000 x 






For detailed information please apply to 







ELECTROEXPORTIMPORT 


Foreign Trade Company 
Bucharest — Romania. 216, Calea Victoriei 
Telephone: 50 2870 Telex: 11388 
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16 November, the move was seen as an 
attempt by the KMT to shore up its grass- 
roots political support. Premier Yu 

Kuo-hwa has in recent weeks been fende | 
ing off pointed questions in the legisla- - 
ture and the press from KMT suppor- 
ters and oppositionists alike about a 
"crisis of confidence” 





year, particularly those concerning the 


Cathay banking scandal, which erupted 


in February, and government involve- 


ment in the October 1984 murder of 


Henry Liu, a KMT critic, in the US. 
'Both remain very much in the news. 

^. The star defector at the celebrations 
== or “freedom seeker" in local parlance 
—- was Chinese air force bomber pilot 
Hsiao Tien-jun, who crash-landed his 
aircraft in South Korea on 24 August. 
The 33-year-old pilot's escape cost the 
lives of a fellow crewman as well as a 
Korean farmer who was unlucky 
enough to be standing on the crash site, 
but should net Hsiao several hundred 
thousand US dollars’ worth of gold as a 
reward from the authorities in Taipei, 
according to past practice. 

. The pilot. a newly commissioned of- 
ficer in Taiwan's air force, has been fea- 
tured continuously on the island's atr- 
waves and in newspapers since his mid- 
September arrival. On Double Tenth he 
addressed the crowds assembled in 
front of the presidential palace for the 
traditional parade asserting that the 
communist system in China is tottering 
on its foundations. 


hen the time came for Taiwan Pre- 
sident Chiang Ching-kuo's short ad- 


dress, all TV cameras were kept off the 


75-year-old president during his short 
walk from the presidential palace to the 
podium on the balcony. The govern- 
ment would like to play down public 
concern over the health of Chiang, who 
suffers from diabetes, making it difficult 
for him to walk. In his speech, Chiang 
reiterated the government's longstand- 
ing policy against negotiations with the 
communist regime in Peking. 

Two other defectors had been pre- 
sented to the press on 30 September. 
Shih Hsiao-ning, 24, a militiaman, and 
Chang Mu-chu, 27, a doctor, both from 
Fujian province, had commandeered a 
fishing vessel on 18 August to get to the 
offshore island of Matsu, which is heav- 
ily garrisoned by Taiwan’s armed 
forces. The timing of their appearance 
before the press seemed designed to 
provide copy for local newspapers on | 
October, the rival national day ob- 
served in China. A military spokesman 
said the precise size of the gold reward 
to be given the two defectors, who left 
. — vhs ERN in China, remained | 


. ment. Confidence has been shaken by 
|. a number of revelations in the. past 


hern la i-o 
proach of local elections scheduled for 











Thai-Burmese border. Only the Rar 
goon government gained in both prop- 


By Rodney Tasker in Bangkok 


here has been embarrassment all 


n Burma 


with: "anie soaps just. 


aganda and military terms from the inci- 
dent. ` 

| In the battle between guerillas of the 
Karen National Liberation. Army 
(KLNA) and Burmese Government 
troops on 4 October, Frenchman Jear 
Philippe Maurice Courreges-C q. 
27, was killed and Australian Martin 
Donnelly, 26, received head injuries. 
The two were with a Karen unit of about 
60 fighters. who attacked Rangoon 
troops in the Mae La district, east of the 
Moei River, which forms the border be- 
tween. Burma and Thailand in this area. 
The Karens were. badly mauled when 
the government soldiers counter-at- 
tacked. According to field reports, 
three Karen guerillas were also killed 
and 45 injured. 

The incident highlighted a situation 
which visitors to:the Karen border re- 
gion already suspected, but which lead- 
ers of the separatist Karen National 
Union (KNU), one of many minority- 
ethnic rebel groups in Burma, tried to 









keep quiet: the military assistance given 


to the KNLA by a handful of young 
Western adventurers. 

The “militar dvisers;" believed to 
number no more than 10 mainly French 





and other West Europeans, were previ- 


ously thought to have helped the Karens 
only with military training. Donnelly is 
reported to have told friends that he was 
in the area to gain experience of "the 
real life" and that he was merely helping 
the KNLA "arrange its camps. 
Donnelly's identity and nationality 
while he was being treated in hospital in 
Mae Sot, the main Thai border town in 
the area, were initially obscured by à 
smokescreen apparently thrown up 
around him by embarrassed Karen pes 





cials. In the first m W 





ý Sony Wingate " a 3 n de cand a volun- 
tary medical worker. 
Only aftera consular Officer from the 
Australian Embassy in Bangok was dis- 
patched to the hospital to interview 


Donnelly did his real name and origin — 


he is from Sod d T Australia - — = ERO 
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d soldiers died: | 
foreigners" 
Karen side: 


Government on the spot Bangkt 
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country on tf 
reference to 
sequently, C 
told the press 
duds seen a f 


the Karet rél e 
— on TV and t 
was exploiting 
aganda value in its cur 
subdue the KNU: The. 

notified the French Embassy i 
goon before putting coverage oft 
tle on TV and said the Frenchm 
body would be handed over to thes 
bassy. 


Ag from embarrassing the k 
leadership, the affair put th 


not wish to be seen taking sides b 
the Karens and the Rangoon 
ment, with which it enjoys goo 
tions. It quietly allows Kar 
— now numbering 17,000 anc 
by an average 200 a week — tor 
Thailand on bamanitanan 
But any suggestio: 
guerillas are operati 
particularly if they : 
foreign merce 
bad light in Rango 
Bangkok's concern | over 
was Mlustrated by a brief visit t 
by Thai supreme commander t 
thit Kamlang-ek on 11 October. 
local newsmen there that the 1 
thorities would look into volunt 
organisations operating in the 
area and warn them that they 
seek official permission before s 
relief workers to the area. 
Arthit's remarks probab 
confusion over the woumn 
alleged connections. 
lief agency Med: 
(MSF). Bangkok 1 
Mae pat h 
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By Paul Quinn-Judge in Bangkok 

AAS the dry season in Indochina ap- 
A" proaches, the worst fighting seems 
to be taking place within the Khmer 
People's National Liberation. Front 
(KPNLF). Analysts here say that the 
front, in the past considered the most 
credible non-communist member of the 
ripartite anti- Vietnamese Democratic 
Kampuchea coalition, has been 
paralysed by a major internal division. 
Feelings between two groups appa- 
rently run high, and one dissident 
KPNLF official told the REVIEW that 
he situation inside the front’s armed 
forces is “potentially explosive.” 

— On one side of the dispute is Son 
Sann, the KPNLF's founder, and his 
"supporters. His opponents are appa- 
tently led by two younger KPNLF lead- 
ers, notably Abdul Gaffar Peang Meth 
and Hing Kunthon, the deputy chief of 
general staff for civilian affairs. The 
younger leaders claim to have the sup- 
port of KPNLF commander-in-chief 
Sak Suthsakarn — a potential successor 
to Son Sann — chief of general staff 
Dien Dell and most key military com- 
manders. Son Sann is apparently sup- 
ported by two guerilla leaders, Chea 
Chhut and Ta Maing. 

The dispute came to a head on 22 
August when a meeting of the front's 

'"Xecutive committee dismissed Gaffar 
and Hing Kunthon from the committee. 
Joth men were absent — attending, 
affar says, a meeting with two 
ihanoukist representatives to discuss 
ie formation of a joint KPNLF- 
ihanoukist military command. Prince 
orodom Sihanouk is president of the 
coalition and leader of the other non- 
'ommunist faction. 

The dissident officials say that co- 
)peration between the KPNLF and 
Sihanoukists is at the heart of the prob- 
>m. Although a former premier under 
ihanouk — and the prince's tutor — 
son Sann was a leading member of 
Zambodia's Democratic Party, which 

as usually highly critical of Sihanouk. 
The KPNLF dissidents and some West- 
ern analysts believe that Son Sann can- 
‘not bring himself to work with the 
prince. The dissidents say that he has 
opposed virtually all efforts at coordina- 
tion between the two factions so far. 
Sources loyal to Son Sann say the core 
of the problem is one of discipline. 

—— Son Sann was due in Bangkok some- 
time from 14-18 October. The dissi- 
dents make it clear that they would not 
be disappointed if Son Sann resigned. 
‘They also indicate that they would like 
to see Asean take a position on the af- 
fair. "I think Asean should be straight, 
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Divided we shall fall 


r i c KPNLF is badly split over cooperating with Sihanouk 


firm and undiplomatic," one said. 
“They should tell Son Sann to cut it 
out." KPNLF officials on the other side 
of the dispute voice, with some bitter- 
ness, their suspicion of "foreign inter- 
vention" — implying Asean — in the af- 
fair. Even if the dispute is papered over, 
itis likely to leave a bitter residue within 
the front and in relations with Asean. 

It has already brought the front's 
modest military activities to a halt. Asa 
result of last year’s Vietnamese dry-sea- 
son offensive, the KPNLF forces have 
declined. noticeably — down to about 
13-14,000 from its earlier published 
strength of 16,000. Most deserters have 
slipped into the Khao-i-Dang refugee 
camp. 

Western sources say that the KPNLF 
currently has fewer than 1,000 men in- 





side Cambodia. According to one 
source, the front has about three mili- 
tary units, each with 200-300 men, in the 
interior. None of the three is believed to 
be very active, and one of the groups is 
said to be looking for another of the 
three, which has lost contact with head- 
uarters. A KPNLF official conceded 
that forces deep inside the country num- 
bered fewer than 1,000, but said that the 
front has 5.000 men operating near the 
Thai-Cambodian border. 


O n the other side of the conflict, the 
usual signs of a border offensive — 
the build-up of Vietnamese troops, sup- 
plies and equipment on the frontier — 
ure so far not apparent. Ever since the 
completion of the very successful 1984- 
85 dry-season offensive, however, both 
the Vietnamese and their Cambodian 
allies have stressed the need to keep up 
the pressure against the coalition. 
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dry season had ended — a meeting of 
the Khmer People's Revolutionary 
Party secretariat stressed the need for 
"no complacency” and “no conciliation” 
towards the enemy. 

Vietnamese troops received a similar 
message last month in the army daily 
Quan Doi Nhan Dan. An eight-part 
series described operations in late 1984 
against the Khmer Rouge — the coali- 
tion's communist partner — in the tri- 
border area, the point where the front- 
iers of Laos, Cambodia and Thailand 
meet. The articles described the opera- 
tions as highly successful, but made it 
clear that the Khmer Rouge are still ac- 
tive in the area, a situation which leaves 
open the possibility of more major fight- 
ing there this year. 

Quan Doi Nhan Dan quotes an of- 
ficer saying that the main logistics bases 
and headquarters of Khmer Rouge divi- 
sions 801 and 912 are located 10-12 km 
inside Thailand. The articles frequently 
refer to a Khmer Rouge base at "settle- 
ment P" in Thailand — probably the vil- 
lage of Paet Um. A military spokesman 
quoted in the articles noted that since 
the capture of the Khmer Rouge divi- 
sional headquarters, the farnbers of 
“Chinese advisers” and the amount of 
military supplies arriving in the area had 
both increased. Non-communist sour- 
ces say Khmer Rouge units are still 
penctrating deep into Cambodia. 

For the time being at least the focus 
of military operations seems to have 
shifted to the interior. Phnom Penh's 
own reports of military operations indi- 
cate that the traditional pattern of insec- 
urity is holding. Battambang and Siem 
Reap provinces in the north are among 
the main areas of military activity. So is 
the province of Kompong Thom, which 
adjoins Siem Reap to the east. Two dis- 
tricts there, Stoung and Kompong Svay, 
regularly report military activities. To 
the west of the Tonle Sap, or Great 
Lake, guerillas are operating in Pursat 
province. 

Other significant operations have 
been reported in the provinces of Kom- 
pong Chhnang and Kampot. The 

hnom Penh area has been generally 
ques though in September, the Khmer 

ouge fired rockets at a northern sub- 
urb of the capital. Sihanoukist guerillas 
are responsible for some of the activity 
in the northern provinces, but the ma- 
jority of —— are Khmer Rouge. 

Since the end of the last dry season in 
May, the Vietnamese have apparently 
turned to military sweeps, coupled by 
the increased use of airpower. MIS 
helicopters and, to a lesser extent, the 
more powerful MI24 helicopters have 
been reported as making brief opera- 
tional visits from their bases in southern 
Vietnam. The recent inclusion of a Viet- 
namese air force unit — the 4th Squadron 
— among recipients last month of Phnom 
Penh government awards attests to the 
growing importance of airpower. D 
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A competitive world demands 
innovative fade mancing 


In today’s business environment, effective involvement with these marki 





financing can be cruc ial to the success and devel pment of a team oF prot 
profitability of any major export contract in meeting customers needs swiftl T 
especially in the current markets of the Middle East In trade finance, as well as t 

Which is why an increasing number of its comprehensive range of commer 


exporters to the area are turning to GIB for advice N al rug! 31, mer hant banking services, GIB pi 
GIB's trade financing skills stem from its close m solution - whatever the problem 
Gulf international Bank asc 


Gulf International Bank B.S.C. 


Bahrain: Al-Dowali Building, King Faisal Highway, P.O. Box 1017, Manama, Bahrain 
London: 2-6 Cannon Street, London EC4M 6XP 
New York: 499 Park Avenue, New York, NY 10022 
Singapore: Unit 1101-1106, Shell Tower, 50 Raffles Place, Singapore 0104 
Cayman: C/o 499 Park Avenue, New York, NY 10022 
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A leadership divided? 


Senior officials send conflicting signals on political reforms 


By Emily Lau in Hongkong 

ongkong's battle for political re- 

forms began to hot up as members 
of the territory's highest policymaking 
body, the Executive Council (Exco), 
Bublicly disagreed on what course to 
take. Exco members, who are presently 
appointed by the governor, are split on 
whether Hongkong should have direct 
elections to the Legislative Council 
(Legco), a law-making advisory body. 
and whether to have a ministerial sys- 
tem. 

The first salvo was fired by Chief 
Secretary Sir David Akers-Jones who, 
after the governor, is the second-rank- 
ing government official to sit on Exco. 
Speaking just two weeks after the terri- 
torys first indirect polls to Legco, 
where 24 members were elected by 
functional ‘constituencies and district 
electoral colleges, Akers-Jones said 
there was no widespread support here 
for direct elections. He also said he saw 
no implicit relationship between the 
“high degree of autonomy" promised to 
the future Hongkong Special Adminis- 
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trative Region (SAR) and direct elec- 
tions. Hongkong is to become an SAR 
after it reverts to Chinese sovereignty in 
1997, 

Akers-Jones said he personally did 
not see a political-party system develop- 
ing in Hongkong. In the past he had spo- 
ken out in favour of one strong party in 
Legco. Without party organisation, 
Akers-Jones said, it is hard to see how a 
direct constituency-based election 


| could take place. Similarly, he said, a 


ministerial system like that in Britain 
would be difficult to operate without the 
support of a party system. Instead he 
proposed a "committee system," mod- 
elled on that of the US as a means for 
Legco to be more involved in the admin- 
istration. 

Akers-Jones’ comments, which he 
stressed were his personal views, were 
received with alarm and despondency 
among some members of government 
bodies and private political pressure 
groups. Some viewed them as an at- 
tempt to placate Chinese officials, who 


Lee: direct elections. 





have privately expressed reservations 
about the pace and direction of the poli- 
tical reforms. 

It is understood the Chinese oppose 
direct elections, the formation of politi- 
cal parties and a ministerial system. One 
Exco member said some senior govern- 
ment officials are too quick to kowtow 
to Peking. 

Exco and Legco unofficial (non-civil 
servant) member Allen Lee, who is 
forming a political party, reiterated his 
support for direct elections and a 
ministerial system. He said he did not 
see how a committee system could make 
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the executive arm of government ac- 
countable to the legislature as required 
by the Sino-British joint declaration on 
the future of Hongkong. Lee said there 
was no point in forming political parties 
if there were to be no direct elections to 
Legco. Some form of ministerial system 
is also supported by Exco member and 
the senior Legco unofficial-designate, 
Lydia Dunn. 

Governor Sir Edward Youde back- 
pedalled somewhat when asked to com- 
ment on Akers-Jones' views. He said “a 
system is strongest when it grows from 
the community in which it is based. I 


UNITED NATIONS 


| would like to see it grow naturally rather 


than try to force it into any particular 
pattern." 

Echoing the governor's sentiment, 
Attorney-General Michael Thomas, 
who is also an Exco member, said any 
political reform must be consistent with 
the joint declaration. “It would be 
wrong to try to insert into Hongkong's 
arrangements styles of government 
which are alien to the tradition of Hong- 
kong's society," he warned. 


Go political groups are upset with 
what they described as the senior 
colonial civil servants’ condescending 
attitude, “They say that we Asians must 
develop our own style of government 
and cannot import Western demo- 
cracy," said one group member angrily. 
“The truth is they do not trust us to be 
able to handle it properly. Somehow 
they must think we Asians are inferior 
to the Caucasians.” 

Some of these groups are disap- 
pointed with the chief secretary's com- 
ments, which they see as an attempt to 
swing public opinion against direct elec- 
tions. Akers-Jones' assertion that there 
was no widespread support for direct 
elections flew in the face of the govern- 
ment's own white paper (policy docu- 
ment) on representative government. 

Published in November 1984, the 
paper said: "With few exceptions the 


Counting the votes 


The Sihanouk alliance rounds up the stragglers 


By Ted Morello in New York 


he anti-Vietnam Democratic Kam- 

puchea coalition is confident of 
breaking last vear's record vote in the 
UN General Assembly in favour of the 
annual resolution demanding the with- 
drawal of Hanoi's forces from Cam- 
bodia. 

Representatives of the tripartite al- 
liance headed x Prince Norodom 
Sihanouk told the REVIEW that they ex- 
pect to better the 110-22 landslide vic- 
tory scored in the 1984 balloting. Speci- 
fically, they said a head-count indicated 
that the following countries had shifted 
their support to Democratic Kam- 
puchea, the UN-recognised govern- 
ment of Cambodia: Trinidad and To- 
bago, St Christopher and Nevis, Congo 
and Guinea. 

Coalition diplomats predicted that 
there would be no defections from last 
year's ranks of their supporters. Except 
for the one case of repetition — the 1 
and 1984 voting tallies were identical at 
105 for the resolution and 23 against — 
the coalition's score has increased every 
E" since the beginning: 91-21 in 1979, 

-23 in 1980 and 100-25 in 1981. In- 


Doc | 


deed, the exercise has become a yearly 
numbers game. From the beginning. 
adoption of the resolution has never 
been in doubt. 

That very fact worries Asean dip- 
lomats who are determined at least to 
hold the line if not chalk up a higher 
score this year. The fear is that Demo- 
cratic Kampuchea's victory in the UN 
has become so predictable that some of 
the smaller delegations, a few of which 
do not even maintain a permanent mis- 
sion in New York, may simply not 
bother to show up. 


n the other hand, backers of the 
Vietnam-Heng Samrin axis — al- 
most exclusively delegations within the 
Soviet orbit — are certain to turn out to 
the man. In advance of the assembly 
voting — probably in mid-November — 
the Vietnamese have continued to put 
forward their peace proposals in an ob- 
vious effort to trim the coalition's voting 
edge. Aside from Hanoi's customary 
sympathisers, few are buying. 
"Their tactic," said an Asean dip- 
lomat assessing Vietnam's strategy, “is 
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| that analysis. Conditions for a political — 
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bulk of public response from all sources 
suggested a cautious approach with a 
gradual start by introducing a very small 
number of directly elected members in 
1988 and building up to a significant 
number of directly elected members by 
1997." 

The majority of the respondents of 
two recent surveys by university sti 
dents also supported direct elections to 
Legco. And many newly clected Legoa 
unofficials support such elections. 

The Hongkong Affairs Society, a poe 
litical Organisation, supports a one 
man, one-vote system with political par 
ties and direct elections. The society ar- 
gues that between one-quarter and one 
third of Legco should be directly elected 
in 1988. In order for the government to 
be responsible to the people, it asserts, 
some form of ministerial system — not 
necessarily the Westminster model — 
should be introduced as soon as possi- 
ble. 

“Direct elections are an indispensa- 
ble part of open and responsible govern- 
ment, without which the administration 
cannot withstand the pressures from in- 
side as well as outside,” said society 
member Albert Ho. “In short, direet 
elections, political parties, some form of 
ministerial system and a committee sys- 
tem form an entire package, and it does 
not make sense to have one but not the 


other." « g 


to try to persuade the assembly that 
something is moving and that a vote for 
the resolution would upset delicately 
balanced negotiations.” A recent gen- 
eral debate speech by Hanoi's delega- 
tion leader Vo Dong Giang bears out 


solution to the Vietnam problem are 
“steadily ripening,” he said. He cited 


the “positive results" that he said - 


emerged from recent talks between 
Vietnam, representing the Indochina 


countries, and, representing the six — 


members of Asean, Indonesia. 

The delegation leader reiterated 
Hanoi's proposal for the “total with- 
drawal of the Vietnamese volunteers . . . 
before the 1990 deadline" on the con- 
dition that *an early political solution 
be reached which would guarantee the 
security and sovereignty of all states and 
peoples in the region, including Kam- 
puchea." 

Sihanouk, addressing the general as- 
sembly on 2 October as president of 
Democratic Kampuchea, scoffed at 
Hanoi's proposals. Vietnam, he said, is 
"making a lot of fuss about what it calls 
the progress achieved" towards a politi- 
cal settlement. He said that Vietnam is 
"apparently asking the international 
community not to thwart this process," 
Sihanouk added: “But this is just a new 
false manoeuvre designed to extricate it 
from the growing isolation in which it 
finds itself and avoid being condemned 
yet again in our assembly.” oO 
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By John McBeth in Bangkok 


A expected, the Thai army's white 
paper on the abortive 9 September 
coup has shed little new light on the cir- 
cumstances behind the rebellion, or dis- 
lled suspicions of a wider conspiracy 
involving senior serving officers. In- 
stead, it dwells heavily on the role that 
supreme commander and army com- 





| mander Gen. Arthit Kamlang-ek 
| played in helping to put down the coup 
| from a long distance — first from a 


- Swedish hotel suite, then from the 
| Stockholm and Copenhagen airports, 
| and finally from the cockpit of a Thai In- 
| ternational jetliner speeding him home. 
E With police still in the process of 
| completing their investigation, it was 
| obvious from the start that the scope of 








the army white paper would be con- 
| strained by legal considerations. In- 
| deed, the preface to the document cites 
o the need to counter a series of leaflets 
| accusing senior officers by name of in- 
_| volvement in the por It blamed ill-in- 
| tentioned people at home and abroad 
| for “recklessly slandering the military 
| and its personnel by spreading rumours 
M designed to destroy unity within the 
| military as well as national security." 
i Police analysts who have studied at 
- least two of the leaflets believe the au- 
_ thors came from within the military es- 
tablishment itself — an indication that 
.| the wounds left by the revolt have still 
| not been healed. Thirty-nine people are 
_ currently in custody in connection with 
the coup. including former prime minis- 
ter Kriangsak Chomanan, ex-deputy 
army commander Gen. Yot Thephasdin 
na Ayutthaya, one-time supreme com- 
| mander Gen. Serm na Nakhon and 
} former deputy supreme commander Air 
} Chief Marshal Krasae Intharathat. 
} Eleven others are being sought. 
f _ It will be at least a week before police 
| wrap up their questioning, but sources 
| Close to the investigation said the police 
| are not particularly satisfied with infor- 
| mation they have uncovered so far. As 
' one ranking officer told the REVIEW: 
| "When we question people, they always 
| keep referring to Manoon and no one 
| else." Young Turk leader Col Manoon 
| Roopkachorn, whose tanks killed at 
' least 10 people during the 10-hour re- 
| volt, was permitted to escape into exile 
| inacontroversial deal worked out by Ist 
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Army Region commander Lieut-Gen. 

| Pichit Kullavanich. He flew to Singa- 
` pore, then on to West Germany. 

| The police investigation report will 
| go to the Public Prosecution Depart- 
| ment which can either dismiss the case 

| for lack of evidence, ask police to pur- 

| sue their inquiries further or decide that 
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| The coup's who's who 


The army's report plays up Arthit's role but says little else 


there are sufficient grounds to proceed. 
But the proceedings are not likely to go 
any further than the suspects who have 
already been named, leaving open the 
question of why Manoon thought he 
could count on infantry support from 
units in the Ist Army Region. 

Fully 20 of the 57 pictures in the 
army's glossy 68-page white paper are of 
Arthit, taken both abroad and after he 
returned to Bangkok in the aftermath of 
the upheaval. And while 25 pages are 
devoted to the coup itself, interspersed 
as they are with details of numerous 
telephone contacts between the sup- 
reme commander and pro-government 
commanders in Bangkok, much of the 
rest of the publication is devoted to 
the reproduction of 
written orders is- 
sued in his name. 

The white paper 
overlooks the cru- 
cial role played by 
then Ist Division 
commander Maj.- 
Gen. Issarapong 
Noonpakdi who 
froze his Ist, lith 
and 3lst regiments 
in place well before 
the rebels made 
their pre-dawn 
move. Nor does it 
detail the parts 
played by now-re- 
tired deputy army 
commander Gen. 
Tienchai Sirisam- 
phan, newly ap- 
pointed army chief of staff Lieut-Gen. 
Chaovalit Yongchaiyut and assistant 
chief of staff for operations Lieut-Gen. 
Suchinda Kraprayoon. 


Ao he was asked to join the 
coup, Tienchai never really figured 
in the calculations of the rebels, appa- 
rently because he had only 20 days to go 
before stepping down. Suchinda, who is 
Issarapong's brother-in-law, was ruled 
out from the start because of his 
acknowledged position as leader of 
Class Five of the Chulachomkhlao Mili- 
tary Academy. Officers graduating 
from this class have tended to be bitter 
opponents of Manoon and his cashiered 
oung Turks and now command 11 out 
of the army's 13 combat divisions. 
These divisions seem to be lined up 
more firmly than ever behind Chaovalit 
and Prime Minister Prem Tinsulanond. 
Chaovalit and Pichit had both been 
considered equal choices to replace Ar- 
thit when his one-year extension comes 
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to an end next September. But the scale 
tipped much more in favour of 

aovalit when he was promoted to 
chief of staff in the annual military re- 
shuffle, leaked to the press in late Au- 
gust. Pichit was kept on to serve a sec- 
ond year in his 1st Army post. 

One significant fact reinforced in the 
document is that the 11th Regiment 
headquarters on Bangkok's northern 
outskirts had always been designated as 
the counter-coup command centre, a 
contingency plan which the REVIEW has 
learned was drawn up following the 
abortive 1981 Young Turks coup. The 
reason for choosing the 11th Regiment 
is understood to have been based on 
several factors, including the presence 
nearby of Don Muang airbase — neces- 
sary for the emergency airlift of troops 
from other army regions — and the sit- 
ing of an anti-aircraft battalion and a 
highly trained counter-terrorist unit in 
the immediate vicinity. 

The white paper says that when Ar- 
thit first heatd of the coup at 5:50 a.m. 
on 9 September, he made telephone 

_— contact with Ist Di- 
vision chief of staff 
Col Montri Thipwati 
— a senior aide who 
in the past has ac- 
companied him on 
almost all his over- 
seas trips — and or- 
dered him to coordi- 
nate with officers of 
all services to set up 
a command centre at 
lith Regiment, “in 
accordance with the 
plan for internal 
peacekeeping.” 

The white paper 
quotes Montri as re- 
prs that military 
eaders were already 
assembling at the 
llth Regiment, 
specifically mentioning Tienchai, 
former chief of staff Gen. Banchob 
Bunnag, Chaovalit, Pichit and Is- 
sarapong. The inclusion of Pichit in the 
line-up is puzzling. In a post-coup brief- 
ing to divisional and regimental com- 
manders, which aides say was ordered 
by Arthit, the West Point-trained gen- 
eral himself acknowledged that he did 
not arrive at the command centre until 
several hours after that. 

According to reports of Pichit's 
briefing published in the respected 
Thai-language newspaper Matichon 
and the English-language Nation Review 
— and regarded by his aides as essen- 
tially accurate — Pichit said he went in- 
stead to the Ist Regiment barracks in 
downtown Bangkok which “according 
to the army plan" he had thought would 
be made the counter-coup headquar- 
ters. Pichit said he was unaware of who 
had engineered the coup and said he 
was afraid he might he pen prisoner if 
he went to the 11th Regiment. oO 
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And she thought he had it. That’s what can happen when infor- 
mation goes astray. People who need facts to make important decisions 
often find themselves at the mercy of lost scraps of paper. 

The smart way to get the answers you need is to turn to your IBM 
Smart Desk. Put an IBM Personal Computer or terminal by your desk and 
right away you start spending more time thinking, and less time waiting. 

A Smart Desk like the IBM 3270PC lets you call up the latest 
sales projections in one window, last year’s figures in another, and lets you 
write a memo in yet another. The 3270PC gives you full access to 
the power of your office mainframe and lets you switch to local PC appli- 


cations whenever you like. 

Letting you get on with your work instead of making you wait is 
what the Smart Desk idea is all about. Smart people are turning to 
IBM Smart Desks when they want to get things done. 

And that’s a smart move. 

For further information, contact your IBM representative. 
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In South Korea, two of the larg- 
est coal-fired steam generators 
on the Asian continent are help- 
ing that country reduce its de- 
pendence on imported oil. And 
at the same time, cut its annual 
fuel costs by over $170 million. 
We worked closely with 
our licensee, KHIC (Korea 
Heavy Industries and Construc- 
tion Co., Ltd.), to supply these 
two 560 megawatt steam 
generators for the Samchonpo 
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Thermal Power Plant. 
Powerful ideas from 
Combustion Engineering are 
helping to turn on the lights in 
over 80 countries on six con- 
tinents. They're part of the 
440,000 megawatts of coal, 
gas, oil and nuclear experience 
that are leading nations every- 
where to choose efficient, 
reliable technology from 
Combustion Engineering for 
their electrification programs. 


In addition to hardware, we 
offer a full range of services. 
From providing complete install- 
ations, to technology transfer 
and licensing local industries 
to fabricate all or part of the 
system. We can also provide oper- 
ator training, help you arrange 
favorable financing,and more. 

For information, write 
Combustion Engineering, Inc., 
Dept. 7021-1904, Windsor, CT 
06095-0500, USA. 














By lan Buruma in Guam 


Uncle Sam, I'm sad and lonely . . . 

Uncle Sam, come back to me 

Uncle Sam, I love you only... 

Oh, please come back and set me free 

— Popular song in Guam during Japan- 
-ese occupation in World War II. 


It was a perfect Labour 
Day (1 September) 
scene: the sky was blue, 
the barbecue pits smok- 
ing; Japanese tourists 
lined up for snorkelling 
lessons —— Hilton 
Hotel beach; Chamorro 

IN ASIA (the name for indigen- 
ous Guamanians) youths walked by 
with ghetto blasters. blasting disco 
sounds. Families dug into whole suck- 
ling pigs; live bands were playing. One 
of these consisted of a number of huge, 
middle-aged, dark-brown men in flo- 
wered shirts, playing golden American 
oldies. The drummer was a handsome 
man in Cuban heels and astetson, called 
Ricardo J. Bordallo, governor of 
Guam, better known to all as Ricky. 
Ricky is much concerned with the 
Chamorro identity. 

The “distinct cultural identity of the 
Chamorro people” is regarded as suffi- 
ciently important to be incorporated in 
the draft Commonwealth Act to be pre- 
sented by the Guam Government to the 
US Congress. Guam is presently an un- 
incorporated territory of the US — 
“Guam, USA, Where America’s Day 
Begins.” It is seeking Commonwealth 
status. One of the 
goals, expressed in 
the draft act, is to 
“foster the Chamor- 
ro cultural heritage 
for all future genera- 
tions on the is- 
lands.” The problem 
is that not even 
Ricky has a very 
clear idea of what 
this cultural heritage 
is supposed to be. 
The reason he is 
concerned, nonethe- 
less, is that Chanfor- 
ros now only consti- 
tute 40% of the is- 
land's ji Sei — 
the rest of the rough- 
ly 110,000 people 
are Filipinos, . Ko- 
reans, Japanese, 
Chinese and Cauca- 
= sians, mostly what 
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B-52 bomber at Guam: ‘hell, this is America.’ 










































The Chamorros prosper, ` 
even in Guam, USA 





locals call "Statesiders" or simply 
“haolies,” a Hawaiian expression refer- 
ring to the pale underbelly of a fish. 

Chamorros have been ruled by for- 
eigners ever since Miguel de Legaspi 
claimed the Mariana islands, of which 
Guam is the largest, in 1565. The first 
European to land on Guam was Fer- 
dinand Magellan, en route to the Philip- 
pines in 1521. It took some fierce wars in 
the late 17th century for Spain to com- 
pletely subjugate the natives, but after 
the Spaniards achieved their aim there 
were only about 2,000 Chamorros left; 
the rest had been killed by war or. dis- 
ease. Henceforth most people in the 
Marianas were mestizos: a mixture of 
Chamorro, Spanish, Mexican, Chinese 
and Filipino blood. To this cocktail was 
added a dash of Japanese and Ameri- 
can. A glance at a local telephone direc- 
tory today reveals such names as Al- 
varez Hope or Natividad Tanaka. Offi- 
cially, anybody born in Guam before 
1950, when Guamanians got US citizen- 
ship, is considered Chamorro. 

It is typical of the many contradic- 
tions one finds on Guam that the exam- 
ple of Hawaii is used in completely op- 
posite ways. Bordallo sees Hawaii as an 
ethnic nightmare to be avoided at all 
costs. He points out, quite rightly, that 
there are hardly any true Hawaiians 


left. But according to the journalist and 
historian Pedro “Doc” Sanchez, “what 
is happening in Hawaii, happened to 
Chamorros more than three centuries 
ago." 
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Almost a century of American ruh 
has made Guam much more American 
than the other islands of the Marianas ~ 
are German or Japanese. (Guam was” 
separated from the other islands in- 
1898, when the Americans took it from 
the Spaniards, and in 1969 Guamanians. 
voted against reintegration with their 

orer cousins of the Norther 

arianas.) American colonisers hav 
always stressed education — America 
education, that is. Most people be 
after 1950 hardly speak the Chamorn 
language, though it is being taught i 
primary schools again in an effort to fot 
ter the indigenous identity. Depen 
dence on the American metropole ha 
rendered traditional occupations such 
as farming or fishing obsolete. There 
are only about 100 farmers left on the is- 
land. Most Chamorros prefer importet 
canned goods or hamburgers to fresh 
fish. So what is the modern Chamorro?- 


Ta governor likes to hold forth on this 
subject. The Chamorro identity, he 
says, is a matter of the soul. Chamorros 
have a unique spirit and a way of life 
which should serve as an example to the 
rest of the world. He cited a local zr 
who took part in a beauty contest, wh 
was asked “What is a Chamorro?” 
huge applause from the local audience 
she answered that “a Chamorro is some 
one who, if he sees you're in trouble; 
— you the shirt off his back.” 
is is splendid stuff, but it 
constitutes a clear ioner There is m 
literature to distinguish Chamorro cub 
ture either: there is no written 
Chamorro history, no Chamorr 
legends. The only things written if 
Chamorro, typically, are translations 
the Bible and psalms. Like most forme 
subjects of the Spanish empire, 
Chamorros are devout Catholics. 
There is, 
theless, one physic 
reminder of th 
Chamorro heri 
the latte stone. ; 
mushroom-shaped 
stones were founda- 
tions of traditional 
Chamorro huts. The” 
governor has turned 
the latte stone into; 
national — symbo 
The' gubernatoria 
mansion, which he 
designed himself, i 
full of latte T 
shapes. Bus stops 
along the roads are 
fake latte stones. 
And the governor 
feels strongly about 
the need to build 
a gigantic “Latte 
Stone of Freedom" 
out in the harbour, - 
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Pate wee Oe 
| asa Pacific counterpart 
- Liberty. The eee would cost an esti- 
| mated US$20 million. The Chamorro 
| identity does not come cheaply, 
| All this might give the impression 
} that Chamorros are a highly nationalis- 
| tic people. who cannot wait to rebel 
| against American rule. It would not be 
| an illogical conclusion to jump to. One- 
- third of the entire island of Guam has 
|. been taken over by the US Navy and Air 
| Force. There are 24,000 US military 
personnel (including dependants) on 
_ the island, which is about 20% of the en- 
} tire population. And a recently pub- 
lished book, much quoted in the local 
press. disclosed that “Guam is the main 
| stockpile for US nuclear weapons in the 
| Western Pacific.” (There are an esti- 
EC 368 nuclear weapons on the is- 
tand. 
-~ The B-52 bombers, which Okina- 
—wans called “black killers" and no 
— longer wanted to be based on their soil, 
now have their home in Guam. And 
now that the future of the US bases in 
_the Philippines is looking increasingly 
precarious, there is a good chance that 
- the military presence in Guam will grow 
Lo — albeit not as much as some might 
think. Space is limited, though there is 
— still room for the air force to expand. 
— The navy would have problems, how- 
-— ever, because the harbours are too shal- 
_ low for aircraft carriers. 
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Chamorros love fiestas. 
The greatest fiesta of 
all on Guam, greater 
even than the Labour 
Day picnic, is Libera- 
tion Day on 24 July — 
liberation, that is, from 
IN ASIA the Japanese in 1944. 
T- Saipan was liberated 15 
—days before that, but the Saipanese 
- Chamorros do not celebrate that day. 
- Their biggest fiesta is 31 March, the 
day the Japanese civilian government 
established itself in the Marianas in 
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—— «Guam was occupied by Japanese 
troops for two-and-a-half years. It was a 
brutal period Guamanians prefer to 
— forget. But for the older generation of 
—Saipanese the Japanese period was a 
- boom time, remembered nostalgically. 
- There had been Japanese merchants in 
— the Pacific since the late 19th century. 
The South Pacific, or Nanyo, was writ- 
< ten up by 19th century Japanese writers 
“as a romantic place full of opportunities 
for adventurers. The first Japanese 
commercial ventures were not a suc- 
cess, however. Early entrepreneurs 
"thought they could make fortunes cul- 
| tivating sugar and imported poor Japan- 
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There is some bit- [ 
terness about the 
appropriated land. 
Among the more voc- 
iferous complainers is 
the Artero family, 
which owned 5,000 
acres of what is now 
Anderson Air Base, 
for which the military 
paid US$91,000. But 
this is not the sorest 
point. In 1946 the Ar- 
teros bought two 
other properties, one 
of which was con- 
demned by the navy 
in 1949. The other, a 
beautiful two-mile |— 3 
Stretch of virgin |C 
beach, still belongs to 

the family, but is hemmed in by con- 
demned land. This means that the fami- 
ly needs special permission to visit their 
own land. Investors have offered for- 
tunes to develop the property, if only 
tourists could actually get there. 
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Tr other problem, much discussed 
in the halls of the Guam Legislature, 
is the public utility services: water, tele- 
phone, and electricity. These are jointly 
run by the Guam Government and the 
navy. This means that these services 
cannot be privatised, though, according 


apanese look for bones 
nd bliss in Saipan 


ese fishermen and Korean labourers to 
build plantations. Unfortunately they 
had little idea of what they were doing 
and when sugar prices collapsed during 
the post-World War I slump, the Japan- 
ese companies pulled out, leaving the 
imported workers to their rather horri- 
ble fate, rotting away in the humid heat. 

Only with the arrival on Saipan in the 
1920s of a man, whose memory is still 
honoured with daily visits to his old 
home by Japanese tourists, did the 
Sugar industry get going. Haruji Mat- 
sue, also known as the “Sugar King,” set 
up the Oriental Development Com- 
pany. In 1925 he also built an alcohol 
factory and an ice plant and business 
began to thrive. 

Japan only formally took possession 
of the Marianas (as well as the Marshall 
and Caroline islands) in 1918. As Vis- 
count Ishii, the special envoy in Wash- 
ington, put it, the Pacific islands were 
"souvenirs" of Japan's participation as 
an ally against Germany in World War 
I. The Japanese navy had been pressing 
for this, as they saw the Pacific islands as 
an invaluable strategic base. Before the 
— took the islands, they had been 
ruled as trading posts by Germany. Be- 
fore 1898 they belonged to Spain. 


poo B Shee one 
: Chamorros died for Uncle 







i- 























gsm Qn s 


Sam. 






to members of the civilian government, 
they are now too expensive and ineffi- 
cient. The reason the navy wishes to re- 
tain control for the time being is that it 
does not appear to trust the local gov- 
ernment to run these vital services. Ac- 
cording to a navy spokeswoman, the 
problem is political. And politics on 
Guam have a Filipino flavour: a mixture 
of American rhetoric and pork-barrel- 
ling, often based on family favours. The 
navy, she says, would be quite willing to 
hand over these services to the civilian 
government, once they are depoliti- 


Unlike the Spaniards and the Ger- 
mans, however, the Japanese set out to 
prove themselves as model colonialists. 
They built flourishing Japanese towns 
with. shops, filled with Japanese con- 
sumer goods, cinemas showing Japan- 
ese films, and geisha houses, presuma- 
bly offering Japanese girls (only to Ja- 
panese men, of course). Although the 
native population were definitely sec- 
ond-class citizens, whose land was often 
simply confiscated by Japanese, the 
Saipanese did benefit from Japanese 
rule. The Japanese, in effect, brought 
modernisation to the islands, with a 
level of prosperity the Chamorros had 
never known. 


Ce children were taught the 
Japanese language and ethics at Ja- 
ponese public schools. Above all they 
earnt to revere the symbols of the rul- 
ing country. Many volunteered for mili- 
tary service in World War II, and some 
served as Japanese interpreters on 
Guam. This is still held against them by 
Guamanians, who regard them as col- 
laborators, who betrayed their fellow 
Chamorros. Ironically, Saipanese 
Chamorros are also seen as the truest 
heirs to Chamorro culture. The lan- 
guage, unlike on Guam, is still widely 
spoken, While Governor Bordallo 
would address Guamanians in English, 
Saipanese politicians give speeches in 
Chamorro. 

Today nothing is left of the old Ja- 
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cised. “The navy never likes to let go of 
anything,” commented a member of the 
Guam Legislature. 

These problems notwithstanding, 
the Guamanians are far from being anti- 
American, or even anti-military. On the 
contrary, most are said to be fiercely 
patriotic. As the local police chief, Jim 
Miles, put it: “Hell, this is America and 
people are damned proud to be Ameri- 
cans.” Still, Miles is an arch-conserva- 
tive haolie, based here in what he calls 
“the last bastion of freedom.” He has a 
photograph of John Wayne on his office 
wall, with the slogan “Russia sucks.” So 
he might not be the most representative 
spokesman of the Chamorro communi- 
ty. However, his sentiments are echoed 
everywhere. 

One of the things Chamorros seem 
to be most proud of — the visitor is con- 
stantly told about it — is that they have 
the highest percentage of any communi- 
ty in the US of people serving in the 
military and dying for their country, 
Chamorros fought alongside Statesiders 
as far back as World War I. They served 
mostly as mess attendants. Only after 
1950 were Chamorros allowed to be of- 
ficers. Most parents have at least one 
son serving in the military and the price 
many have paid during the Vietnam and 
Korean wars is plainly visible in any 
of the island's colourful cemeteries, 
where many a young man’s grave is 


panese towns. They were completely 
destroyed in the war. What is left on 
Saipan is almost as Japanese as before, 
however. One of the former boom 
towns, Garapan, is now a collection of 
Japanese restaurants, hotels and 
souvenir stores. The whole island lives 
off Japanese tourists. There are Japan- 
ese signs everywhere. Tourist brochures 
and guides are often only available in 
Japanese — most are printed in Japan 
— much to the annoyance of the occa- 
sional haolie visitor. 

Young people come for the beaches, 
some of which are still littered with the 
rusted debris of the US invasion in 1944, 
Japanese men also show a fondness for 
handling firearms on special shooting 
ranges, a recreation which should bring 
back memories to the locals. And then 
there are the tours around the wartime 
sites. A favourite stop for tour buses is 
Suicide Cliff, a hideously steep rock 
jutting into the ocean, from which 
thousands of Japanese families threw 
themselves to their deaths to avoid sur- 
render to the Americans. Families lined 
up and the older children were made to 
push their younger siblings over the 
rock. Honeymoon couples line up there 
now to take souvenir pictures of each 
other. 

Older Japanese tour groups go 
around the battle sites looking for bones 
of their fallen comrades or relatives. 
They are accompanied by Buddhist 
priests who pray as the bones are burnt 
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festooned with the Stars and Stripes. 

While Chamorros see themselves as 
patriotic Americans, who by no means 
regard US military men whose ances- 
tors lacked latte stones under their 
homes as foreigners, this perception is 
not always mutual. Military personnel 
stationed in Guam often see the place as 
foreign, though not as foreign as, 
say, Japan. According to one naval 
officer this makes things more con- 
fusing, for as she said: “We make 
allowances in foreign places. But this 
place looks like the States; it has 
McDonalds. and Denny's; but the 
phones may not work." The idea that 
Guam is foreign reflects the obscurity of 
the Pacific islands. Most Americans 
hardly know Guam exists, let alone that 
it is the home of 110,000 American 
patriots. 

Patriotism is but one reason for the 
large number of Chamorros living and 
dying for Uncle Sam. Joining the mili- 


Suicide Cliff: favourite spot for tourists. 
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on pyres doused with kerosene. Even 
though more than 20,000 Japanese died 
during the battle of Saipan, the supply 
of bones is dwindling and the bonehunt- 
ers have to resort to stronger measures 
to find them. Earlier this year a group of 
Japanese war veterans hired a 
bulldozer, and apparently ripped up 
and destroyed a prehistoric site on Ti- 
nian, the island next to Saipan. They 
then proceeded to do the. same on 
Saipan, but were stopped when some of 
the skulls they dug up looked distinctly 
indigenous — the jaw bones were 
stained with betel nut. The Historic Pre- 
servation Office of the Northern 
Marianas has. recommended that 
bonehunting be strictly controlled from 
now on. 


S aipan is a sleepy little island, where 
nobody seems in a hurry. The infra- 
structure, roads and so forth, is superb, 
however. This is a legacy of US military 
rule. Although Trust Territory of 
Micronesia, including the Mariana is- 


tary is also very much a matter of practi- 
cal economics and status. Guam was run 
by the navy until 1950 and was a re- 
stricted military area until 1963. 
Guamanians only elected their first gov- 
ernor in 1971. The military, welcomed 
back as liberators in 1945, were the 
elite. They had the only good restau- 
rants, shops, houses, not to mention 
salaries. To join the military, in other 
words, was a passport to security (bar- 
ring war, of course) and high status. 
Those who did not join the military, 
joined the government, local of federal. 
More than 50% of Chamorros are still 
employed by the federal or local gov- 
ernment. 


uam, in other words, is onc of the 
most over-governed, burcaucratic 
places in the world. Guamanians have 
become past-masters at negotiating 
transfer payments from the US. The is- 
land's economy was built upon the Viet- 





lands, was transferred from the navy to 
the Department of the Interior in 1950- 
51, the navy took Saipan and Tinian 
back. It is said that the CIA established 
a US$28 million base on Saipan. It be- 
came known from the Pentagon Papers 
that the base was used between 195] 
and 1961 for, among other things, train- 
ing Chinese nationalist forces who 
aimed to recapture China for Chiang 
Kai-shek. Because of these operations 
Saipan gained its roads, schools and 
communications, but it was also a re- 
stricted area for security reasons, ham- 
pering economic development 

The Chamorros on Saipan, there- 
fore, were even less inclined than their 
neighbours on Guam to take entre- 
preneurial initiatives. What saved the is- 
landers from living off US food stamps 
in eternity, was the arrival of the Japan- 
ese, for the second time in this century. 
At least honeymoon couples and aged 
bonehunters are a safer crowd to deal 
with than the Japanese Imperial Navy. 
— lan Buruma 
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nam War, when, in 
typhoons. After p hoon Pamela in 
975, more than U $300 million worth 
of repair payments flowed into Guam. 
‘Many on Guam feel that the US is buy- 


"ing acquiescence for its military pre- 


TY. 


sence by simply throwing money at the 
locals. 
A member of the Legislature ex- 


it - pressed the opinion that considering 


—] developments in 
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. makes no pretence that its in- 


the Philippines, 
“Guam will be the front liné of defence. 


= Relations with Washington will become 


more strained. But it will be easier to 
squeeze more money out of the US 
Government in exchange for our si- 


- lence." The accuracy of this statement 


aside, it is typical of Guamanian think- 
ing — even though it was expressed by a 
haolie. 

Even now the military is the largest 


. employer on Guam and it generates 


E receipts for the island of almost 
US$600 million, about US$100 million 


_ more than tourism, the other main in- 
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(| nam in the words of a local | 
| businessman “things were really hap- 
phon and a succession of devastating 
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dustry on Guam. Like the Japanese 
tourists, glimpses of whom can be seen 
through bus windows on their way to 
beaches or war memorials, the military 
stick to themselves. There is no real en- 
tertainment "strip," as in, say, Olon- 
gapo in the Philippines. Indeed, there 
appear to be more signs for obscure 
Christian churches than bars. So there is 
very little prostitution among local girls; 
most bar hostesses, strippers or massage 
girls — there are some — have to be im- 
ported from South Korea or Hawaii. 
Nor are there noisy military man- 
oeuvres to disturb the Guamanians' 
peace, for when there is shooting to be 
done, the military repair to the tiny is- 
land of Tinian, more than one hour's 
flight away. 


N° wonder, then, that the military 
presence is, on the whole, popular. 
And, one is told by everyone, Guama- 
nians are eager to cash in on any further 
deployment which may be forthcoming. 
There is, nonetheless, a limit to how 
many people the government, local or 


The boss is a general 


m | 
| Suharto And His Generals: Indonesian Military Politics 1975-1983 by David 


Jenkins. Cornell Modern Indonesia Project, Cornell University. US$12.50. 


; dam army has dominated Indonesian 


politics since 1965. The president isa 
E and so is the vice-president. 
‘ourteen out of 37 ministers are serving 


‘| or retired military officers, as are a 
- majority of secretaries-general in gov- 


ernment departments. Around two- 
thirds of regional governors are military 
men and more than half of the bupati 
(district heads). Nearly half 
of Indonésia’s ambassadors 
are generals and the armed 
forces are represented by ap- 
pointed members in the legis- 
* assemblies at the na- 
tional, provincial and district 
levels. 


The military in Indonesia, 


tries where the military has 
taken power, does not try to 
disguise its domination and 


volvement in government is 
only temporary. Instead, 
through its doctrine of 
Dwi-Fungsi or the Dual Func- 
tion, it asserts not only the 
right but the duty of the 
armed forces to play a 
continuing .role in deter- 
mining the destiny of the na- 
tion. 
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The idea that the military is not “a 
dead instrument” in the hands of the 
government but should participate ac- 
tively on its own account in the affairs of 
the state arose during the revolution 
against Dutch rule in the late 1940s. 
During the guerilla campaign, the mili- 
tary and political struggles were inex- 
tricably intertwined with the result that 
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federal, can or will employ. Even 
though Guam exports many of its 


brightest young citizens already — al- 
most 50,000 live “Stateside” — there is 
rising unemployment. Guam is suffer- 
ing from similar problems as the pam- 
pered welfare states of Western Europe 
— it is, in fact, the ultimate welfare 
state. There is hardly any agriculture 
and construction jobs, for example, 
are taken by Pacific Gastarbeiter, 
mainly Filipinos, but also Koreans, 
Taiwanese and even mainland Chinese. 
One Chinese firm made a bid to 
build warehouses for cruise missiles, 
which left Miles “mightily perturb- 
ed." 

The US Government has long made 
a practice of importing labour to do the 
jobs most Chamorros would disdain. 
This is one reason for the sometimes 
strained relations between Filipinos and 
Chamorros. Filipinos came in droves to 
build the US base facilities in 1945, for 
example. They worked harder than 
Chamorros for less "B The ultimate 
prize was, naturally, U citizenship. As 


local military commanders had to act as 
political leaders as well. Having borne 
the brunt of the war against the Dutch, 
the military emerged from the revolu- 
tion with the conviction that military 
men had at least as much right as civilian 
party leaders to make political decisions 
about the nation’s future. 

Indonesia practised a form of par- 
liamentary democracy during the years 
immediately after the revolution but the 
monotonous rise and fall of successive 
coalition governments and the constant 
bickering between the parties both 
alienated the military and contributed 
to the collapse of the system and the in- 
troduction of martial law by then presi- 
dent Sukarno in 1957. It was 
at this time that the army 
chief of staff, Gen. Nasution, 
formulated his “Middle 
Way" doctrine whereby the 
military steered a middle 
course between the apolitical 
role of Western armies and 
the military domination 
which characterised many 
Latin American countries. 

But the “Middle Way” of 
participation without domi- 
nation was effectively aban- 
doned with the establishment 
of the New Order regime of 
Gen. Suharto after 1965. The 
military has certainly allowed 
civilians to participate in the 
government but there is no 
question about who is in com- 
mand. Civilian technocrats, 
bureaucrats and a handful of 
party leaders only hold of- 
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one old Filipino, who, after decades of 
hard work finally managed to become 
an American citizen, put it: “In US 
there are no second-class citizens; 
everyone is first class.” This is a potent 
dream. And some Chamorros feel that 
Filipinos, or Filipinas will go to any 
length to fulfil it, such as, for example, 
leading Chamorro men astray to marry 
into US citizenship. 

Not surprisingly Filipinos are be- 
coming highly successful in business, as 
are the Chinese and Koreans. There is a 
danger that the Chamorros might be left 
behind, which could result in social un- 
rest or massive migration to mainland 
USA. To avoid this, it will be necessary 
to turn the economy round from one de- 
pendent on welfare to one based on pri- 
vate enterprise. This is the main pur- 
pose of the proposed Commonwealth 
Act, which, Guamanians hope, will give 
the local government control over such 
vital conditions for business as immigra- 
tion and commercial air traffic, as well 
as getting tax and tariff breaks. 

It might be quite a battle to push 





fice at the the mili- 
tary. 

In this excellent study of politics 
within Indonesia's military elite during 
the late 1970s and early 1980s, former 
REVIEW regional editor, David Jenkins, 
uncovers a debate between the generals 
themselves over the sort of political sys- 
tem that the military eventually wants to 
establish. While no one, at least within 
the military, advocates that the Dwi- 
Fungsi concept be abandoned, there 
has been plenty of discussion about how 
it should be implemented. Most of this 
debate has been confined to within mili- 
tary circles themselves and has not been 
open to the general public. Jenkins’ 
documented revelations, therefore, 
make fascinating reading and help to ac- 
count for the strong demand for photo- 
copied versions of the book in 
Indonesia itself. It can be 
confidently predicted that the 
book will not be available on 
the shelves in Jakarta's book- 
shops. 


pleasure of 


enkins portrays the do- 

minant military group 
around Suharto as “prag- 
matists" who “believed that 
Indonesian society was still in 
transition and that it was es- 
sential for the armed forces to 
play a major or dominant role 
in everyday life.” In this 
view, the military has to im- 
pose its policies on society for 
the good of the society itself. 
"And if for some reason the 
desired object was not being 


these things through, as the military — a 
much stronger lobbying group in Wash- 
ington than the government of Guam — 
will be loath to let go of their control. So 
while the military generates a huge 
amount of income for Guam, it is fed- 
eral government control, Guamanians 
argue, exercised by men thousands of 
miles away who know little about Guam 
and care even less, that is blocking pri- 
vate enterprise. 


G uamanians complain that under the 
present system Guam is sometimes 
treated as domestic and sometimes as 
foreign, all according to the needs of 
special interest groups in the US. When 
a textiles factory was set up on Guam to 
manufacture goods for Hongkong com- 
panies in order to get around the export 
uotas, this effort was blocked by 
ashington. In this case, Guam was 
foreign. On the other hand, non-US air- 
lines cannot use Guam as a jumping-off 
point for flights to the US, as Guam is 
domestic. 
Commonwealth status would, it is 


might euphemistically be described as 
‘other methods'." The regime used both 
carrot and stick against its opponents 
but the president preferred carrots, at 
least when dealing with military dissi- 
dents. As Jenkins writes: "The presi- 
dent appeared to believe that every man 
had his price, and by means of the 
strategic distribution of patronage he 
had shown that it was possible to buy off 
or coopt much of the opposition. " 

The workings of the "carrot system" 
were explained by no less than Gen. 
Benny Murdani to the Australian 
Broadcasting Commission correspon- 
dent, Warwick Beutler, in 1980. Jenkins 
quotes Murdani as saying: “Normally 
when people retire [from the army] they 


come to us and see what they can get in 
the way of business. And normally peo- 





hoped, clear some of thesc ambiguities 
up. This is not necessarily good thing, as 
the grey areas can also on occasion be 
used to Guam's advantage. Besides, 
Commonwealth status is still transi- 


_ tional and subject to modifications. This 


makes some Guamanians feel uneasy, 
The Bank of Guam's president, Jesus 
Guerrero, wants the US to "either bring 
us into the family, which means state- 
hood, or cut us loose." According to 
Guerrero, 95?5 of Guamanians would 
vote for statehood, if they thought if 
were feasible. 

As it happened, in 1982 the majority 
of Guamanians voted for Common- 
wealth status. Typically, however, ac 
cording to a recent poll, far more 
Guamanians are interested in the 
clauses of the proposed act referring te 
Chamorro identity and status, than 
those to do with new business oppor- 
tunities. This kind of ethnic tenacity can 
explain why, through Spanish wars, Ja- 
panese occupation and centuries of US 
military rule, there are still people call- 
ed Chamorro at all. 


ple like this get first priority on govern- 
ment contracts and tenders. They can 
make US$1-2 million on commissions 
and that sort of thing and put it in the 
bank and sit back for life.” Referring to 
a group of military dissidents, Murdani 
added: “So what we have done in this 
case is tell them to go to the bottom of 
the list." 

During the 1970s the “pragmatism” 
of the dominant group was increasingly 
questioned by other officers whom Jen- 
kins describes as more “principled.” 
According to Jenkins: “The ‘principled’ 
'roup, though not suggesting that Abri 
the armed forces] withdraw to the 
mountain top, wanted to see less mili- 
tary involvement in society. Its mem- 
bers tended to be less suspicious of poli- 
tical Islam — though this suspicion ran 
deep in the armed forces — 
and felt that there should be 
an essentially legal and pre- 
dictable system of govern- 
ment, one that was less cor 
rupt, less free-wheeling, and 
less inclined to misuse the 
powers at its command, par- 
ticularly those of the intelli- 
gence services.” 

In the intra-military de- 
bate that developed during 
the second half of the 1970s 
two issues were central 
Firstly, there was the ques 
tion of the military's relations 
with other political forces, In 
the 197] and 1977 elections 
the military had openly sided 
with Golkar which was, 
after all, its own creation 








achieved, this group be- and ensured its victory over 

lieved, it was proper and ad- the political parties. The 

missible to resort to what “principled” critics. how- | 
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ic process to play it: 

| of course, the *pragmatists" 
vhat to them was an unanswerable 
y. If Abri did not support Golkar, 
ikar might lose the elections. Finally 
harto made it clear that Abri and 
olkar were part of the same family so 
bri would continue to back Golkar. 
“The second issue centred on the role 
ulitary officers in non-military posi- 
s. In the mid-1970s there were some 
0 military men serving as minis- 
governors, civil servants, mana- 
State cor porations and even vil- 
ds. Officers in the “principled” 
| believed that their. number 
uld be reduced in order to allow civi- 
to take more responsibility and 
'to avoid some of the corrupting ef- 
$ of excessive power on military men 
mselves. Some officers even spoke 
he "Turkish model" where the mili- 
ry withdrew from direct political in- 
lvement but remained ready to re-in- 
vene if necessary. On this issue the 
vernment seemed more responsive to 
critics’ arguments and by 1980 the 
mber of Abri members in non-mili- 
ary positions had fallen to 16,000. 

‘he “principled” group consisted of 
th serving and retired officers. In the 
ermath of the 1977 election officers 
he teaching staff at the army’s Staff 
d Command School (Seskoad) pre- 
'd a paper which suggested, in the 
oteric language of Indonesian military 
































lerkley Books, New York. US$3.95. 


'his non-fiction book is about both 
: the agents and the organisations that 
ve made the history of Japanese es- 
nage as colourful as a le Carre novel. 
rst published in 1983, it has little to do 
he Kempeitai (which gets skimpy 
tment in only a few pages), and is ul- 
ely an appeal to consider Japanese 
ligence practices as models for 
fion by the world. 
on brings a wealth of experi- 








1 studies of the British, Soviet, 












| w "Japan i is unique in that it has a 








acter” factors: the “spirit of inde- 
dence and individualism” that 
sed Japan to isolate itself from the 
e. world for so many centuries; 
the “desire for all kinds of knowl- 
-which compensated for the 














io. open its doors to the pow- 





his subject through previously 


, and Israeli secret sevices. In l 


et service is linked to two “national 


ationist tendencies that persisted, | piona 
9th century when the Japanese | — i 
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| lian positions. which could b filled n 
as well, if not better, by civilians. The 


oader, more imaginative concep- E 
of intelligence than any other | 
er." The raison d'etre of Japan' 's |. Japan’ S- spies and secret societies, be- | 
ginning with the 16th century but focus- 


ing on the first half of the 20th century. — 








ideas of the Seskoad group appealed to 
Gen. Widodo, who was appointed as 
army chief of staff early in 1978 and 
seemed to interest the new armed forces 
commander, Gen. Jusuf. At the same 
time a group of retired officers, includ- 
ing Lieut-Gen. Dharsono, who had re- 
cently been dismissed as secretary-gen- 
|! eral of Asean for openly criticising the 
governmeht, had formed their own 
committee to press for reform and had 
established close contact with Widodo. 
ut in 1980 the reform movement 


B. to a sudden halt. President 
»uharto hit out at his critics in an angry 
speech and Widodo was prematurely re- 
placed as army chief of staff. In re- 
sponse the retired officers came out into 
the open through the "Petition of 50," 
which they signed together with civilian 
critics of the regime. Among the mili- 
tary dissidents were such respected fig- 
ures as the former armed forces chief of 
staff, Nasution, the former police chief, 
Gen. Hugeng and the former g governor 
of Jakarta, Lieut-Gen. Ali Sadikin. At 
the same time a former army deputy 
chief of staff, Lieut-Gen. Jasin, issued 
his own statement in which he declared 
the. president to be a corrupt “hypo- 
crite.” By then lines of communication 
between dissidents and the government 


E spionage for prosperity 


‘empei Tai (A History of the Japanese Secret Service) by Richard Deacon. 


ers that had threatened to blow them off 
their medieval hinges. 

Such cliches of Japanese history are 
the pillars of Deacon’s view that, given a 
politically stable world, “Japan, with its 
passionate emphasis on the acquisition 
of knowledge, may pave the way to a 
more peaceful and eminently sensible 
concept of secret service in the future 
— one which can produce more pros- 
perity, overcome. food shortages and 
harness both science and. people to 
pe standards of living. d 


jeacon has written an “objective” | 


(never hostile, though possibly too 
consciously sympathetic) account of 


Most of the drama unfolds in Manchuria 


and. China, where exceptionally well- 


trained, and dedicated members of such 


infamous groups as the Black Dragon. 
Society seem to upstage all other es- 
tior 





the world. 
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The debate be between the ROT 
and its military critics was confined, at 
least as far as the outsider can see, to of- 
ficers of the "'45 Generation," those 
who: participated in the revolution 
against the Dutch beginning in 1945. 
The attitudes of the new “Magelang 
Generation," the officers produced by 
the military academy at Magelang since 
1960 are still largely unknown. While 
some observers hope that the new gen- 
eration will, as military professionals, 
hand back powers to. civilians, others 
fear that they might be even more “mili- 
tarist" and contemptuous of civilian in- 
stitutions. In his final chapter Jenkins 
surveys these possibilities but, under- 
standably, comes to no firm conclusion. 
This book’ makes an outstanding 
contribution to the understanding of 
military politics in Indonesia. Most 
studies of military regimes deal primar- 
ily with the relations between the mili- 
tary and civilian political groups but this 
book provides an extraordinary insight 









relations [BEER military officers 
themselves. As the REVIEW correspon- 
dent in Jakarta during part of the period 
that he is discussing, Jenkins had access 
to officers in all camps and has drawn 
extensively from his interviews with 
them. No one interested in [Indonesian 
politics can afford not to read this work. 

~~ Harold Crouch 















Ministry of Justice, which “turned” 
communists and socialists into proper 
nationalists in the manner of a religious 
“conversion” experience, “was essen- 
tially a Japanese approach to the prob- 
lem [of thought control] and not to be 
compared with the Nazis' savage attacks 
on all things they considered un- 
Aryan,” Deacon argues. “Nor could it 
be likened to the crudities and repres- 
sive measures of the secret police of the 
Soviet Union." 

Through eye-witness accounts (main- 
ly of elite resident foreigners and their 
servants), Deacon shows that Japan's 
Orwellian “thought police" could be 
kind as well as brutal. Without trying to 
vindicate how Japanese spied on each 
other, Deacon maintains that even the 
abuses of the notorious Kempeitai “were 
nof as extensive as might be expected." 

Whatever the past character of 
Japan' s intelligence operations, “possi- 
bly even 90%” of its information- 
pathering today is what Deacon calls 
“espionage for prosperity" in his two 
concluding chapters. . 

But unless. Japan — more 
generous in. sharing its hordes of infor- 


| mation has others. E ‘Deacon’ 's view that 
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US protectionist fervour seems on the wane 


A stay of execution 


By Robert Manning in Washington 


J threat of immediate protectionist 
- laws in the US has begun to ease as 
President Reagan's aggressive “fair 
trade" initiatives, combined with 
counter-lobbyi by US export- 
oriented industries and Japanese con- 
cessions have rovoked second 
thoughts within the US Congress, Anti- 
rotection forces received additional 
elp from a visit to Washington by 
Singapore Prime Minister Lee Kuan 
Yew and a high-level Japanese Diet de- 
legation led by Liberal Democratic 
Party vice-president Susumu Nikaido. 

The most dramatic indication of 
eroding support for protectionism was 
paradoxically the passage in the House 
of Representatives of the Jenkins tex- 
tiles quota bill. The bill, which passed 
on a vote of 262 to 159, was the first 
trade legislation to gain approval by 
either house since congress returned 
from its summer recess in early Sep- 
tember. That the bill got only 262 votes 
— 19 short of the two-thirds majority 
which would be needed to override a 
threatened presidential veto — though 
it had 292 co-sponsors, was evidence of 
congressional second thoughts. US 
Trade Representative Clayton Yeutter 
commented that the vote showed that 
“congressional enthusiasm for self-de- 
struction is waning.” Yeutter has said 
repeatedly that Reagan intends to veto 
the bill if it reaches his desk. 

The bill would drastically reduce tex- 
tiles and garment shipments to the US 
from Hongkong, Taiwan, South Korea, 
Asean, China and South Asian export- 
ers. Among the legislators who reneged 
on giving their support were two key 
Democrats, House trade sub-commit- 
tee chairman Sam Gibbons, and House 
Asian affairs sub-committee chairman 
Stephen Solarz. It now appears certain 
that the Jenkins Bill will not become 
law. 

To counter waning support, the tex- 
tiles lobby has softened the proposed 
legislation to be presented to the senate. 
Republican Sen. Strom Thurmond has 
attached a watered-down version as an 
amendment to the Compact of Free As- 
sociation for Micronesia — attachin 
controversial proposals to non-relate 
bills is a common congressional tactic. 
The new version excludes all exporters 
except Hongkong, Taiwan and South 
Korea from draconian cuts eris 
would roll back exports to 1980 levels) 
and leaves the remaining exporters with 
1984 levels and with provision for an- 
nual increases. 
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In addition, the new version tacks on 
a footwear quota that would reduce im- 
ports’ share of the US market to 60% 
from the current 77% in an effort to 
garner D from p Republi- 
can John Danforth, chairman of the Se- 
nate trade sub-committee, and others. 
But the textiles lobby received an unex- 
pected blow when Danforth came out 
against the new version. Danforth de- 
nounced the bill as "terrible legislation" 
that “would risk retaliation against 
US$33 billion of US exports, including 
soyabeans, corn, wheat, aircraft. and 
chemicals." The bill is expected to come 
up in the senate within the next few 





weeks, and it is unclear if it has suffi- 
cient backing to withstand a veto. 


Avv sign of growing moderation 
in trade policy was the package re- 
cently unveiled by house Republicans, 
which parallels to a large degree, but 
goes beyond, the initiatives launched by 
eagan. The omnibus trade bill calls for 
an international monetary conference to 
stabilise exchange rates; asks Reagan to 
consider a summit on trade; toughens 
enforcement of intellectual-property 
laws, and grants authority for a “Reagan 
Round” of negotiations in Gatt. 

The most controversial aspects of the 
bill are a change in Section 201 of the US 
trade law which would result in the pre- 
sident losing power to overrule Interna- 
tional Trade Commission (ITC) recom- 
mendations for relief for US industries 
affected by imports. This is largely a 
consequence of Reagan's refusal to 
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grant relief to the US shoe industry in 
August, despite a unanimous recom- 
mendation by the ITC. In addition, the - 
bill would lift the ban on the export of 
Alaskan oil and natural gas, and allow: 
the president to negotiate an agreement” 
for export of Alaskan oil and natural gas 
to Japan. i 
Although the administration h 
come out in favour of lifting the ban, 1 
has refused to spend any political capital 
to fight the powerful maritime lobby 
which opposes the move. The bill says- 
such a trade agreement could be co nhe 
cluded in exchange for Japanese conces= 
sions on exports of importance to the- 
US. A soon-to-bc-released Institute for 
International Economics study by Fred 
Bergsten also advocates exporting Alas 
kan oil to Japan and cites a US Gove 
ment study projecting Japan would buy 
823,000 barrels daily, worth USS8.1 bile” 
lion, if the ban were lifted. 
The Democrats are also preparing à 
trade package. In another sign of declin- 
ing protectionist fervour, the chairman 
of the Democratic Trade Task Force, 
Don Bonker, has renounced the 25% — 
import-surcharge bill introduced by his 
colleagues. The Democrats’ package, 
according to well-placed sources, wiii 
emphasise the link between the over- 
valued US dollar and the US budget de- 
ficit. Moreover, a recent bipartisam 
group led by Republican presidential 
hopeful Jack Kemp and Democrat Bill 
Bradley urged the holding of an interna- 
tional monetary conference, hintinj 
that trade is also becoming a bipartisam 
issue. ` 
It was to a significant degree fear that 
the Democrats would seize the trade 
issue as a weapon to attack Reagan's 
Jlicies which led the president to 
aunch his trade offensive in September: 
The two-pronged initiative sought to 
promote US exports by attacking unfair 
trading practices, creating a US$30I 
million mixed-credit “war chest,” and 
dramatically orchestrated a coordinated” 
currency market intervention to bring” 
down the exchange rate of the dollar, ~ 
Reagan has begun to implement his 
initiative, recently forming an inter 
agency "strike force" to investigate al- 
leged unfair-trading practices, and in- 
troducing legislation to create the pro- 
posed US$300 million credit for the Ex- 
— mport Bank to counter subsidised 
oans by EEC nations and Japan. The f 
REVIEW has learned that the cabinet- 
level Economic Policy Council has re- 
commended that Reagan initiate more 
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Section 301 unfair-trade cases, in parti- 
cular against Taiwan's restrictions on 
imports of beer, wine and tobacco, 
and South Korea's refusal to pro- 
tect foreign patents of computer soft- 
ware and pharmaceuticals from counter- 
feits. 

In recent weeks, it has become in- 
creasingly evident that the "Rea- 
gasone" partnership is viewed as a key 
element in defusing protectionism. US 
officials say Japan is committed to 
large-scale intervention to strengthen 
the yen to Y200:USS$1 as well as im- 
plementing new fiscal measures to in- 
crease domestic demand and lower its 
savings rate. (Since the 22 Septem- 
ber agreement, Tokyo has sold some 
US$2.5 billion in its effort to strengthen 
the yen.) 


A major piece of legislation pending 
against Japan is a reciprocity bill that 
would require Reagan to retaliate if 
Japan does not allow equal access to its 
markets. In addition, Reagan has ini- 
tiated several Section 301 cases against 


“At the end of (Lee's speech to the joint session of the 
US Congress), there was a sustained standing ovation . 
Even before he started on his speech, there was a 
standing ovation — such is the Prime Minister's 

— Straits Times, 10 October 1985. 





Japan while major US semiconductor 
manufacturers have filed anti-dumping 
suits against the largest Japanese 
semiconductor firms. 

Although well-placed senate sources 
Say the reciprocity bill and several other 
anti-Japan bills have now been put “on 
the back-burner,” Japan is pursuing a 
three-pronged strategy to derail the 
threat of protectionism. Some of this 
was previewed by the Diet delegation to 
Washington led by Nikaido, which will 
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strengthening the yen to ¥200:US$1; a | 


multi-billion dollar Japanese purchase 
of surplus US grain over the next two to 
three years; streamlining the Japanese 
tax code and de-regulating housing, and 
expanding Japan's foreign-aid program- 
me by US$40 billion over the next seven 
years. Many of these measures, say 
well-placed sources, are expected to be 
announced by Nakasone after his meet- 
ing with Reagan. 

Japan has recently stepped up its di- 
rect investment in the US. Toyota 
Motor Corp. announced that it will im- 
port US$281 million in US car parts this 
year, and US$328 million in 1986. At 
the same time Nissan Motors said in 
early October that it will double its pro- 
duction of cars in Tennesee to 120,000 a 
vear. And Mitsubishi Motors revealed 
that it will form a US$500 million joint 
venture with Chrysler to produce cars in 
Illinois. 

Many analysts are sceptical about 
the impact of a host of measures on the 
projected US$50 billion 1985 US trade 
deficit with Japan. The Bergsten study 


^(Lee) was addressing a sparsely attended joint session 


— international Herald Tribune. 10 October 1985. 





concludes that the rise in the US deficit 
with Japan from 1980-84, “can be fully 
explained by changes in the exchange 
rate and rates of economic growth." It 
says: "Even a complete elimination of 
Japanese trade barriers . . . would likely 
expand US exports in the near future by 
US$5-8 billion," and concludes that the 
structural imbalances are of a long-term 
nature. The levelling out of the dollar 
against the yen at about. Y215:US$I 
may hint at the limits of intervention on 
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Pss symbolic of the uphill 
task he was facing, House 


MOT Leader Tip O'Neill pulled 
the Jenkins Bill on textiles import 
curbs off the floor 10 minutes be- 
fore Singapore Prime Minister Lee 
Kuan Yew addressed a joint session 
of the US Congress. Lee's speech 
was an eloquent plea for free trade. 
“Putting up barriers to America's 
markets would . . . be a signal that 
the model provided by the coun- 
tries of East and Southeast Asia 
isn't any longer a viable option," 
pee t nt . However, Lee's 
pact on the debate was fl 
— the Jenkins Bill was —— 
and passed the following day. 

Lee carefully separated Asean 
from Japan, telling the legislators: 
“America can tely use all 
means to knock down Japanese 
barriers." And throwing the Cold 
War at the Cold Warriors, Lee said 
protectionism would “abandon the 
contest between democracy and the 
free market on the one hand and 
communism . . . on the other," add- 
ing that the US “has nearly won this 
contest for the hearts and minds of 
the Third World.” Lee told the 
press club that it would be “an 
ironic reversal of roles, if, after pry- 
ing 0 the *hermit-like' Japan 
and China, the US were to close its 
own markets." 

Opening markets was a key item 
on Lee's agenda in his meeting with 
President Reagan as well. Another 
item discussed with US officials was 
protection of intellectual e 

Lee surprised many US o 
with his advocacy of a US-Asean 
free-trade zone. idea was origi- 
nally floated by former US 


representative William Brock last 
year. As Singapore has no tariffs, a 


complete free-trade area would ob- 
viously benefit Singapore. The US 
has recently concluded a free-trade 
zone pact with Israel, and US offi- 
cials say that agreement is the 
model for a similar one with Asean. 
It would mean, a US official told 
the REVIEW, “the complete elimi- 









be followed by a 24 October meeting be- | currency markets. nation of all trade barriers." 
tween Prime Minister Nakasone and A well-placed senate source said: US officials say they do not 
Reagan in New York. “ All these initiatives are really just blue foresee such a development in the 
Among the items in a programme smoke and mirrors if we don't deal with near future. One o said that a 
discussed with congressional leaders | the budget deficit. " But several congress- free-trade zone with Asean “would 
and top US officials were: acceleration | ional sources told the REVIEW that be very difficult given the various 
in implementing Japan's market-access Reagan has. at least, bought time, and barriers to protect indus- 
plan (Tokyo has stepped up implementa- that no surge in protectionism is likely tries in Asean states." US of- 
tion of the removal of tariffs from early | until early next year, after the trade ficials say will not pursue the 
1987 to January 1986); a commitment | deficit figures for 1955 come in, as idea before early 1986.” ^ 
by 134 Japanese firms to purchase an | most expect, at no less than US$130 bil- | — Robert Manning 
additional US$7.3 billion in US goods; | lion. oO p osEnEVIDp $m 
| | Eu co 
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Liberalisation backlash à 


Opposition mounts to South Korea's market-opening plans 


By Paul Ensor in Seoul , 
outh Korea's trade friction with the 
J US is becoming a highly emotive 
and politicised subject. In thé most ob- 
vious manifestation of this national as- 
sertiveness, student protesters have 
added new slogans to their usual pro- 
tests calling for the end of President Chun 
Doo Hwan's regime. Their plaeards 
now carry demands such as “Abolish 
import-liberalisation policy,” and “Stand 
up to US market-opening demands." 

A columnist in the leading daily, 
Hankook Ilbo, blamed the failure of US 
companies to sell in South Korea to the 
“laziness of Americans,” who “are now 
insisting that we accept an unreasona- 
ble, high-handed trade policy.” In a rare 
display of unity, all three parties in the 
national assembly have criticised US 
trade policies, as well as their own im- 
port-liberalisation programmes. 

The decision of the ruling Democra- 
tic Justice Party (DJP) to join in the 
criticism of the US and advise a more 
vigilant posture in dealing with protec- 
tionism abroad and market-opening 
measures at home has surprised many. 
The politicians pre-empted the govern- 
ments attempts to diffuse pressure 
building up in Washington against 
South Korea and other major exporters 
to the US, and stalled the publication of 
a Wes nr of market-opening measures 
scheduled for 20 September. 

With a worrying backlog of protec- 
tionist bills pending in insi. d 
Seoul was sufficiently concerned about 
getting its message across to Washing- 
ton that it sent a delegation of high-level 
officials from the Economic Plannin 
Board (EPB) on a much-downplaye 


mission to Washington to show their 
counterparts the contents of the pack- 
age and explain why they could not im- 
mediately enact it. One member of the 
group admitted that he was disap- 
pointed with the results of the trip — US 
officials were sympathetic, but would 
not offer any concessions. . 

The original package contained 
three sections covering investments by 
foreign companies in South Korea, im- 
ports, and a tightening of local laws on 
intellectual-property 
rights. The package has 
been broken up to de- 
fuse possible adverse 
reactions, with the sec- 
tion on investments un- 
veiled on 12 October, 
and the section on im- 
ports expected one 
week later. The section 
on intellectual prop- 
erty, which is the only 
part which would have 
to go through the na- 
tional assembly  be- 
cause it would require 
changes in laws, has been shelved. The 
US Government is shortly expected to 
open a suit against South Korea. under 
Section 301 of the 1974 trade act dealing 
with questions involving intellectual- 
property rights, according to diplomatic 
sources. C 


Ros to Chang Sokan, deputy 
director-general at the bureau of 
international trade promotion in the 
Ministry of Trade and Industry, “the 
mainstay of our policy is gradual 


Foot-dragging is the game plan 


S ince the import-liberalisation policy 
was started in 1983, the South Ko- 
rean Government has regularly pub- 
lished lists of items which have been 
switched from the “restricted” list of 
imports to the “automatic approval” 
(AA) category. According to the sche- 
dule, import items in the AA category 
will rise from 80.3% of all imports in 
1983 to 87.5% by the end of this year. 

But foreign businessmen and dip- 
lomats say the liberalisation so far has 
been barely perceptible because of the 
myriad of controls importers must face 
on AA items. In reality, the proportion 
of liberalised items is probably closer to 
66% in general, and to about 56% of im- 
ports from the US — which is meant to 
benefit the most from the policy — ac- 
cording to a reliable source. 

One of the foreigners" chief com- 





plaints is the government's habit of slap- 
ping heavy import duties on items newly 
iberalised. These are sometimes de- 
scribed as emergency duties, imposed to 
minimise damage to local producers. 
Cosmetics, which have been liberalised, 
now carry a 60% import tariff; beer has 
an effective tariff of more than 500%. 
Some items have been moved back into 
the restricted list under pressure from 
domestic industry, or they are put onto 
a surveillance list. 

Surveillance can mean higher duties 
or controls on import growth to prevent 
“over-heated competition": with local 
producers. The government's methods 
of slowing imports are varied; a com- 
mon -— is through the Office of 
National Tax Administration which has 
been known to make sudden inspection 
visits to offices of importers. In June, 
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liberalisation of imports; the main con- 
flict with the party [DJP] has arisen over 
speed." Chang said DJP officials have 
complained to their counterparts in the 
economic ministries that the market- 
opening measures which South Korea 
has been making since 1980 have not re- 
sulted in any sign of "special treatment" 
from Washington; on the contrary, pro- | 
tectionism ts on the rise. , 

The groundswell of opinion against 
opening up to imports owes much to de- 
cades of government preaching on the |- 
need for austerity and against imports. |. 
Diehard protectionists can be found in |. 
most ministries. in addition to the cam- 1 
puses and private companies which feel |. 
threatened by foreign competition. In 1- 
an unusual step into international poli- | 

tics, even the Federa- 1- 
tion of Korean Trade f 
Unions has called upon | 
the government not to 
give in to pending US 
market-opening | 
mands. T. 

As the country's ex- I 
ports have slowed im | 

| 
j 





1985, press attacks on | 
"luxurious — imports" f 
have become regular 7 
and increasingly shrill, 3 
Familiar government | 
slogans have been fe- T 
vived. The Ministry of 1 
Education has instructed schools to tell 
children to discourage their parents f 
from buying imports this year. As well | 
as attacking the US, the press has eriti- — 
cised leading government liberals who 
are managing the negotiations with 
Washington, branding them as overly 
Westernised and conciliatory to foreign 
demands. If these officials become vic- 7 
tims of the backlash, their loss would 7) 
put the country’s ability to bargain with | 
foreigners on economic issues back by 
several years. * ü 


the Industrial Advancement Adminis- 
tration announced that six items due to | 
be liberalised the following month | 
would have to undergo quality inspec- | 
tions to avoid the import of shoddy | 
goods. The six items, which include | 
baseball gloves and electric drills, areall | 
widely produced by local firms. i 
A number of private institutions, | 
such as industry organisations, also act — 
as non-tariff barriers in many cases. | 
Confectionery was gradually taken off 
the restricted list in 1984 and 1985, but — 
the Association of Foreign Trade | 
Agents of Korea controls the ig 
of import licences, keeping the i ME 
of confectionery down to a trickle. Ina | 
great number of cases, such as cosme- — 


tics, only domestic Moe of the 
ed to import. 















liberalised items are 
Another non-tariff barrier lies in the 
banks which issue import letters of cred- 
it, and have been known to go slow or 
refuse applications. — Paul Ensor 
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By Philip Bowring in Seoul 


S Treasury Secretary James Baker 

journeyed to Seoul and with great 
fanfare unveiled a mouse. The mouse is 
a comely creature and may yet roar, but 
it is a mouse for all that. The joint an- 
nual meeting of the World Bank and 
IMF, which was dominated by the 
Baker proposal, agreed on the principle 
of improving capital flows to debt-dis- 
tressed countries but made little pro- 
gress on specifics and none at all on 
underlying monetary problems which 
have created a new debt and deflation 
crisis. 

However, there was also evidence of 
a sea change in US thinking which may 


- have major long-term consequences. 


i 


Having been led to expect a major 
new initiative similar in drama to the 
Group of 5 (G-5) leading industrialised 
countries’ assault on the dollar, dele- 
gates and the IMF were at first disap- 


— pointed that the Baker proposal, aimed 


at alleviating debt problems, was mod- 
est and vague. But ultimately there was 


— relief that the US was taking a less-blink- 


- the World 


ered attitude to the world economy. 
After four years of ignoring or deriding 
ank, it was now backing in- 
creased, fast-disbursing bank lending to 
be linked to encouragement of in- 
creased commerical-bank exposure to 
deeply indebted countries, mainly in 
Latin America. 

This strategic policy shift has come 
just as a new bank president is due to be 
named to take over from Tom Clausen, 
who appears to have taken the hint that 
the US did not want him for another 
five-year term and will retire in June. 
The bank is thus set to grow, but in the 
process its role may change significantly 
— with a lot more emphasis on medium- 
term macroeconomic-adjustment lend- 
ing at the relative expense of project 


- loans. Increased size and a shift in the 


| mature of its lending could affect its 
standing in capital markets. 


Increased US emphasis on the role of 
the bank, and a positive, if as yet non- 
committal attitude towards a capital in- 
crease for it and a new injection of funds 
for its soft-loan affiliate, the Interna- 
tional Development Association, was 
seen as another indication of the new 
pragmatism in US policy since Baker re- 
placed Donald Regan as treasury sec- 
retary earlier this year. "Regan lectured 
us. At least Baker listens," said one 
minister. 

Ironically, it was implicitly a recogni- 
tion that supply-side economics might 


| be more appropriate for developing 
| countries than the US. Although Baker 
| is more amenable than the arrogant 
m 

o8 


| Attack on the symptoms 


The World Bank/IMF meeting leaves many questions unanswered 


Regan, the US is now having a much 
more negative impact on the developing 
world than a year ago. Then, others 
were buoyed by US import demand. 
Now, that has tailed off and they are left 
trying to adjust to high interest rates, 
low commodity prices and a drain of 
capital to the US. 

And despite much apparent sweet 
reasonableness on the part of develop- 
ing countries — acceptance of the need 
for conservative fiscal policies, realistic 
exchange rates, encouragement of the 
private sector — radicalism is smoulder- 
ing under the surface as an unfavoura- 
ble international environment makes 
adjustment to debt and low commodity 
prices ever more painful. 

As has become the pattern in recent 
years, Asian issues were sidelined as in- 
terest, understandably, centred on 
Latin debt and the African disaster. 
However, the Atlantic-centric dele- 
gates who dominate these meetings, 
might have noticed that capital-export- 
ing nations are now almost all in East 
Asia, with Japan, Taiwan, Hongkong 
and Singapore all running substantial 
current-account surpluses. No debt pro- 
posals which so ignore the attitudes of 
the surplus countries has much chance 
of success. 


aker’s stance was seen asa follow-up 

to the pragmatism shown in Sep- 
tember when the G-5 abandoned non- 
interventionism and made a concerted 
attempt to bring down the exchange 
value of the US dollar. Sceptics might 
regard both initiatives as attempts at 
quick fixes during immediate crises 
rather than a coherent realisation of the 
nature of a global problem. But, whe- 
ther it was the protectionist outcry in the 
US, the Peruvian threat of growing 
debtor radicalism, the impact of the Af- 
rican famine or the Mexican earth- 
quake, few were going to argue against 
It. 

However, optimism in Seoul over 
the “new pragmatism” obscured the fact 
that the currency assault and the Baker 
package were attempts to deal with 
symptoms of world economic problems. 
Remarkably little attention was paid at 
the meeting to the causes of falling com- 
modity prices and continuing high real 
interest rates, which not only exacer- 
bate existing debt problems but mock 
much of the talk of growth-oriented 
policies. Asian newly industrialising 
countries (NICs) have been bemoaning 
the slackness of export markets, but the 
real problems of 1985 have been the 
drastic decline in commodity prices 
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commodity export- 


are crippling 
Baker was able to steal the limelight 
and yet escaped the concentrated fire of 
the vast majority who saw the imbal- 
ance between US fiscal and monetary 
policies as the single most important 
global problem. He argued hard about 
the need for "structural adjustment" as 
a means to growth and condition for ad- 
ditional loans to less-developed coun- 
tries (LDCs) with debt problems (which 
involves only the Philippines among 
countries in Asia). 

But calls for structural adjustment by 
the US itself, whose budget and trade 
deficits as percentages of gross domestic 
product are far worse than several coun- 
tries under IMF intensive care, were 
surprisingly muted. They tended to 
come more from the other industrial 
countries, notably the West Germans. 
Perhaps this was because developing 
countries are aware of a dilemma. In the 
long term, their growth prospects and 
debt problems are being exacerbated by 
what is happening in the US. In the 
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Baker: modest and vague. 


short term, however, US deficits have 
eased their trade and debt problems. 

Similarly the West Germans and Ja- 
panese got away with little more than 
ritual appeals for them to stimulate their 
economies or pursue policies which will 
drastically reduce their trade surpluses. 
Japan's Finance Minister Noboru 
Takeshita, while scoring points from 
some LDCs for the rapid growth of 
Japan's Overseas Development Assist- 
ance spending, disappointed those who 
thought the G-5 meeting might have 
achieved more in promoting stimuli in 
the surplus countries. He effectively 
ruled out significant fiscal stimulus, say- 
ing domestic demand would lead to 

rowth in fiscal 1985 of 4.6% and claim- 
ing that Japan's budgetary position re- 
mained "extremely severe." 

Hardly anyone — Malaysian Fi- 
nance Minister Daim Zainuddin was an 
exception — took the Japanese to task 
for further exacerbating global imbal- 
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surpluses in the US and the debt instru- 
ments of other developed countries, 
perpetuating the strong dollar and the 
weakness of LDC growth. 

While the developed countries of the 
OECD sat pat on known positions, the 
developing world made little impact, at 
least in public. Few want a return to the 
empty-headed rhetoric of North-South 
dialogue days. But most LDC speeches 
this year were polite discourses on all as- 
pects of the world economy, World 
Bank and IMF technical issues. They 
might have made more impact if they 
had concentrated on the interest-rate, 
commodity-price and trade issues. Few 
pointed to the fact that however en- 
thusiastically structural adjustment is 
carried out, additional credit will simply 
be a further burden if real interest rates 
remain at 6-7% and trade opportunities 
appear discouraging. 

Few noted that if the most dynamic 
developing economies of Asia are reluc- 
tant to stimulate their economies and 
are running trade surpluses because 





capital-goods demand is so weak, it is 
debatable whether the debt-distressed 
should be borrowing more. Few asked 
why industrialised countries still talked 
about the dangers of inflation when de- 
flationary psychology had the upper 
hand almost everywhere outside the US 
and a few Latin countries. 


W hile few dispute Baker's idea that 
growth is the best path out of the 
debt crisis — indeed many have been ar- 
guing for years that a ready supply of 
credit to pou fast-growing LDCs 
underpinned two decades of growth — 
in private many observers do not be- 
lieve it can make much headway while 
the external environment remains un- 
favourable. 

Part of that is the deflationary trends 
which have seen price declines and high 
real interest rates. Yet the phrase 
"fighting inflation" was still widely 
heard as though a modest upturn in in- 
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versal of delflationary trends which 
have benefited lenders and industrial 
countries (including the NICs) via 
dramatic terms-of-trade gains. 

The flows indicated by the Baker 
plan in fact would do little more than 
halt the net outflow of capital that has 
been taking place over the past two 
years via a reduction in commereial- 
bank lending. (Not to mention the capi- 
tal flight from LDCs of which the de- 
veloped world, unsurprisingly, makes 
increasing complaints.) The plan is 
more a mechanism for averting further 
defaults than sparking investment-led 
growth in the countries concerned. 

The meeting was replete with the 
usual warnings of the dangers of protec- 
tionism. But delegates mostly chose to 
issue ritual denunciations rather than 
look at the real reasons for the recent 
drastic slowdown in trade growth of de- 
veloping countries of which the threat of 
protectionism is but one. Talk of protec- 
tionism also avoided specifics. It con- 
centrated on protection of manufactured 
rather than farm products which is 
doing more damage to most of the deep- 
ly indebted. Developing countries also 
spoiled their case by continued unthink- 
ing opposition to free trade in services. 
On the commodity issue, even some de- 
veloped-country delegates seemed to 
think that LDCs have become too 
gentlemanly. | 

It is one thing for countries to keep 
out others' products, and quite another 
for rich countries to destroy the export 
industries of LDCs as the EEC has done 
with sugar. An official of one of the 
smaller OECD countries noted: "Isn't it 
time to stop blaming Marcos for every- 
thing and make the likes of the French 
Finance Minister Beregovoy, who is 
forever proclaiming concern for LDCs, 
or his [West] German counterpart Stol- 
tenberg, forever declaiming hiscommit- 
ment to market forces, take a trip to 
Negros and learn how poor Filipino 
cane farmers have ‘adjusted’ to make 
fat French and [West] German beet 
farmers even fatter? Why are the LDCs 
so timid now?” 

The only real anger to surface in a 
speech came from the finance minister 
of the new government in Peru. But, by 
attacking the IMF as a tool of US po- 
licy, rather than tackling the causes of 
problems, he failed to generate much 
support. However, bitterness at IMF 
"adjustment" programmes is clearly 
growing. This is not necessarily the 
IMF's fault. Adjustments are made but 
prices fall and more adjustments are re- 
quired, creating a deflationary spiral. 
The IMF is tied by the short-term nature 
of its job. Whether the US will change 
its domestic policy sufficiently to make 
medium-term adjustment workable, 
and provide enough backing to the 
bank to emerge as a major instrument 
of that adjustment, were Seoul's un- 
answered questions. o 
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hey may not like the consequences 
of his policies, but many within the 
World Bank, and finance ministers on ` 
its board, would like to see US Federal - 
Reserve Board chairman Paul Voleker 
succeed Clausen. “He has vision and 
clout and could make the bank the cen- 
tral player in long-term adjustment to ~ 
the debt crisis.” said one governor, 
Whether he wants it or will be of 
fered it by President Reagan is another 
matter. But Volcker probably under- 
stands only too well the link between his 
current role and the debtdeflation 
crisis. The situation requires lower dne 
terest rates and demand stimulation 
outside the US. Continuation of monet 
ary ease is called for. But can he be seen 
to go too far while the US administra 
tion and congress make no substantive 
progress on reducing the budget deficit 
Ultimately, monetisation of the de- 
ficit and a degree of resurgence of inte 
tion are lesser dangers than the global 
recession that the fiscal/monetary Wme- 
balance is bringing. But Volcker seems 
unlikely to give the game away yet 
and risk much of his reputation as the 
man who conquered inflation. Some 
suggest that he would be keen to take on ^ 
the bank if he thought that the Fed 
would remain in good hands, and thart 
congress had cut the deficit » 
Failing him, the job seems likely 1 
go to another ex-banker. More likely 
would be a senior Republican Party fig- 
ure such as Commerce Secretary Mal- - 
colm Baldrige or Donald Rumsfeld 
(who heads pharmaceutical giant G. Do 
Searle and Co. and was secretary of de 
fence under president Ford). But the 
field is wide open — and even Henry 
Kissinger has been mentioned. i 
Although many would like to see 
someone from a developing country OF 
Japan at the helm, the US will not read- 
ily give up its traditional hold on the job. 
The Japanese, now the largest cape 
tal suppliers in the world, have only a 
minor role in the bank but think they” 
should have a much greater voie 
While Finance Minister Nobornu- 
Takeshita does not think Japan at 
time has a candidate ready to succeed 
Clausen, he told the REVIEW that the 
No. 2 slot in either the bank or the IWF 
should go to Japan. * 
An American is supposed to be abl 
to extract more backing for the bani 
from the administration and congress, 
In the case of Clausen, who was treated. 
with studied rudeness by the US T 
sury, this strategy backfired. But aco 
bination of a Reagan appointee — with 
the new support from Baker — could be 
the biggest boost for the bank since 
Robert McNamara's appointment in 
1968. — Philip Bowring 
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lements of US Tesi Secre- 
James Baker's package are: - 
et and private-sector oriented, 
-economic policies which are 
aneously meant to promote 
th, balance-of-payments adjust- 
and reduce inflation — shorthand 


he stick for borrowers, carrot for. 


mercial banks. | 
More effective” structural-adjust- 
nt lending by development banks 
a 50% rise in annual disbursements 
roblem debtors to US$9 billion, of 
ch the World Bank would account 
about two-thirds. In addition, short- 
erm IMF programmes — carrot for 
rowers and commercial banks. 
ncreased commercial-bank lending 
he debt distressed of a net US$20-30 
n. over three years — carrot for 


Tt e last is the nub of the problem. 
kS have overall been trying to cut 
osure to debt-troubled countries. By 
ng sO, sometimes to meet demands 
banking authorities in their home 
ntries, they have come to be seen as 
-weather friends, In Seoul, South 
frica earned the first sympathy it has 
nered at an international forum in 
ades by accusing US banks of pre- 
tating its recent debt crisis. 
While generally welcoming Baker's 
an, most bankers say interest rates 
d trade prospects, not exhortation, 
the key to increased lending. Addi- 
mal World Bank backing will, they 
ggest, help stabilise some situations 
d ward off a spread of the Peruvian 
cy of limiting debt service to 10% of 
orts. Bankers are also unsure how 
ate to pledge the additional 
ints and what Baker is prepared to 
dampen the recent enthusiasm of 
bank regulators for extra-close 
iny of less-developed country 
IC.) loans. 
:the World Bank itself, stepping 
bursements to the major debtor 
by 50% over the next three 
technically quite feasible. Gross 
‘ments were set to rise substan- 
vway. But it poses problems of 
and identity. The US, having 
omplained that the bank was à 
way" institution, is now accusing 
not fully using its financial muscle 
p indebted countries. Its loan ap- 
vals and disbursements have fallen 
ind its own targets. 
s primarily a project lender, ac- 
ies have been held back by lack of 
funds in borrowing countries 
1 exacerbated by fiscal restraints 
| are a condition of IMF support 
stressed countries), slow imple- 
ation and so on. At the same 
has been unwilling to alter 
€ Or credit rating by pushing 
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structural- -adjustment lending too TN 


Despite a barrage of pressure to in- 
crease disbursements, World Bank pre- 
sident Tom Clausen still considers that 
only 15-20% of bank loans should be 
non-project. France is pushing for 30% 
and Baker’s disbursement target im- 


plies a similar figure. The Baker targets | 
also imply that in the case of Brazil, the | 


bank will exceed its guideline of not 
more than 10% of oustanding loans to 
one borrower. 
Quick-disbursing loans | to 
America have been rising very rapidly 
— much more so than project lending to 
big Asian borrowers South Korea and 
Indonesia. Many world bankers (and 
the buyers of its bonds) are unhappy 
that more money will be channelled to 


the weaker borrowers — and this in re- | 


turn for vague promises of broad or sec- 


toral reform;rather than specific pro- | 


jects with more tangible rates of return. 
It will also alter the geographical distri- 
bution of bank lending towards Latin 
America. But others take comfort from 


the fact that Baker did not push for 
wider use of its powers to guarantee 
commercial-bank loans. 

Bank concern at a change in its 
philosophy is understandable, particu- 
larly as it has grown accustomed to 
being accused of being a “soft touch.” 
But Baker probably sees a need to bring 
all existing forces into play in the battle 
against debt default. And, as the bank 


at present has resources that can be used | 


without recourse to the US Congress, 
why not use them? The bank may not 
be designed for medium-term adjust- 
ment lending, but it can still do it. 


ndia and China both. sought to show 

their generosity by making no claim 
on US$2.7 billion from repayments of 
loans from the IMF Trust Fund, origin- 
ally derivéd from profits on gold sales, 
by all LDCs. It had been agreed that this 
amount be recycled only to IDA reci- 
pients. But thanks to the Asian giants 


this will be narrowed to the neediest 


countries of Africa and Asia. 
In support, the US came close to 


committing itself to an expansion of | 


bank capital) which will become essen- 
tial if net bank lending is to continue to 
grow. (Existing resources can provide 


little more than a short-term surge in | whot 
disbursements. ) The US. is. now saying s 


Latin | 


1 
f 
drawing rights to increase international à 

| 


| change- rate volatility was destabilising, 


Currencies. 


Hite 


re eached By he end of 1986. n. im- 
plementation a year later. 


The US was also, by its recent stand- 


ard, amenable to a replenishment for - 


IDA, needed by 1987. Discussions will 

start in early 1986 — but targets remain 

problematical. IDA-VII's US$9 billion 
is the starting figure, and most agree 
there should be a significant increase. | 

There are further. complications 

about where IDA funds will go in fu- 

ture. India suffered. badly from the 

entry of China whose claims to IDA re- 

sources appear. based far more on the 

political considerations of IDA's 

biggest donors, the US and Japan, than 

on objective criteria of need. Further 

cutbacks in India's IDA share look out 

of the question. Under Prime Minister 

Rajiv Gandhi, it is opening its economy 

and may see its access to bank resources 

held down by Latin American needs. 

With African famine and other pressing 

needs, there isis likely to be a tight ceil- 

ing on money for.C hina.- 

There was little movement on IMF 

issues at the e meeting. Access limits to 

IMF support were slight- 

ly reduced, as Baker was 

. keen to redeem a promise 

tothe US Congress, even 

though it hardly fitted his 

call for increased resource 

flow. The cut, howeve 

e was insignificant in prac- 

tical terms. The question 

of a new issue of special 


liquidity remained deadlocked, with the 
developed nations mostly arguing that 
there was no. global liquidity problem, 
just an imbalance in its disposition. 

All sides agreed in principle that ex- 


but a Group of 10 (G-10) developed- 
countries report argued that nothing 
much could be done — other than to re- 
duce divergence between policies: and 
growth rates of major countries. Inter- 
vention had a role to play, but the G-10 
was opposed to setting target zones for 


The G-10 also favoured closer sur- 
veillance by the IMF of the policies of 
the developed countries. — something 
long sought by developing countries, 
But the group did not suggest how 
the IMF could influence erring mem- 
bers, beyond being more frank in its 
assessments of their policies and per- 
formance. This underlined the essential 
weakness ofthe IMF at present. How- 
ever keenly IMF managing director 
Jacques. de Larosiére is aware that 
the imbalances in the world stem more 
from lack of adjustment | and balance 


within the Q 9l C 


CD group, there is no- 
| out. it. n Is. the weak 











Per with global commit- 

ments require a bank with global 
resources, strength and know-how. 
American Express Bank is exceptionally 
qualified to meet the special needs of 
international clients. A few specifics: 


One of the world’s largest banking 
networks. American Express Bank has 


82 offices in 39 countries. This global 
reach gives you prompt access to all 
key financial markets - a crucial advan- 
tage in today's fast-paced world. 


Worldwide investment opportunities. 
Our private banking clients have access 
to the worldwide investment oppor- 


World beadquarters of American Express 
Bank Ltd. will soon move to its new home in 
the 51-story American Express Tower, nou 
nearing completion in New York City. 
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tunities available through the American 
Express family of companies, offering 
many more ways to protect their assets 
and make them grow. 


Over 65 years of experience. For over 
65 years, American Express Bank has 


meant exceptional service in meeting 

the financial needs of clients around 
the world. Today, these 

— services also include 

: American Express Bank 

Gold Card® privileges, 

and our exclusive, 

round-the-clock Premier 


Services™ for the personal and business 
travel needs of certain clients. 


Your individual Account Officer. As a 
valued client, your personal Account 
Officer will handle your financial affairs 
swiftly, accurately and with complete 
confidentiality. 


Private banking with global reach, 
by American Express Bank: the finest 
in traditional banking services plus the 
latest in proven banking technology, 
worldwide. For more details on how 
American Express Bank can help you 
reach your specific objectives, contact 
us today. 


| American Express Bank 


Exceptional service in private banking 


American Express Bank Ltd. 
An American Express company 
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Our journey into the world of the infinitely small has 
just begun. Recombinant DNA technology is open- 
ing up a microuniverse with unimagineable possi- 
bilities. 

Man has used biotechnology for thousands of 
years, without really understanding how it worked. 
Microorganisms have been fermenting wine, brew- 
ing beer, making cheese and leavening bread. 

Alfa-Laval has 100 years of experience in tradi- 
tional biotechnology. We developed the first separ- 
ator for yeast production. Through the years our 
equipment has handled microorganisms in yeast 
factories, breweries, distilleries, penicillin plants and 
many other biotech applications. 

Few companies are better prepared for the bio- 
technological revolution than Alfa-Laval. Once the 
genetic engineering is complete, the valuable end- 
product has to be produced on an industrial scale. 
This is a process that requires fermentation and cell 
disruption equipment, separators, filters and steril- 
ization equipment. 

Alfa-Laval is the natural choice for biotechnolo- 
gists throughout the world, helping to bridge the gap 
from the laboratory to commercial production. Dio- 
technology is an important part of the exciting world 
of Alfa-Laval. For more information about the rest of 
Alfa-Laval’s world, send for a copy of our Annual 
Report. Write to: Alfa-Laval AB, Box 12150 
§-10224 Stockholm, Sweden. 


CX ALFA-LAVAL 


The world of Alfa-Laval — in thirty seconds. 


Alfa-Laval Is a world-leading engineering membrane technology. 

company as supplier to the food industry, Alfa-Laval employs 16,000 people in 35 

a world-leading supplier of centrifugal countries and its annual turnover in 1983 
separators and compact heat exchangers, was US 1.200 million. Sales outside Sweden 
and a dominating supplier to world animal accounted for 90 percent of this turnover. 
husbandry. The company has a strong Today, Alfa-Laval's products and processes 
position in emerging high technology are solving problems in 130 countries and 
businesses such as biotechnology and in more than 170 industries. 
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HAT IS IT ? What is it that makes the world's leading photographers choose the 
Hasselblad? And why do the astronauts choose it? And the talented amateurs? Could it be the 
6X6 format? Could it be the 1/2000 sec. shutter speed? Could it be the advanced lenses? 
Could it be the fact that you can switch from color to black and white without reloading film? 
Could it be the 150,000 variations of the Hasselblad system ? Could it be the fact that you can 
buy a new part or lens today and it will fit the Hasselblad you bought years ago? Could it be 
simply the quality of the camera? There is only one possible answer to all these questions: Yes, 


it could. 
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Write for free literature 
Victor Hasselblad AB, Box 220 
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We halved our order 
fulfillment time 

through a working 

partnership with HP. 








a 
“At SGS Semiconductor ~] | unable to confidently com- 
(Pte) Ltd in Singapore, [Oy Loi mit to delivery times because 
the HP 3000 computer f — — of the lack of current inform- 
system has streamlined ——— Im ation on stock availability. 
order processing and | “With the HP 3000 Series 
halved the cycle ume p en — — - 68 running our in-house 
between receiving an X iw software, we now have a 
order and delivery of communication link with 
the goods. DL our headquarters. Orders 
SGS Semiconductor (Pte) : — are processed immediately 
IS an international manu- | and relevant plants are 


instructed to manufacture 
the required parts or pro- 


facturer of semiconductors 
with its Asia/Pacific region 


based in Singapore. The ducts instantly. 
company is engaged in “Turnaround time for both 
manufacturing throughout order and delivery confirm- 
different parts of the world, but orders are ation now requires only two days. 
confirmed mainly at its headquarters in Italy. = The HP co mputer enables us to better 
Renato S. Sirtori, Director of Finance and service our customers while reducing our 
Administration, said, “We used to process inventory stocks significantly. With the 
orders manually in Singapore, with massive prompt HP maintenance support, we are 
amounts of telex exchanges also able to keep the opera- 
and telephone calls. We were n HEWLETT tions going round-the-clock.” 
PS PACKARD 
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Transporting day old ch 


icks: a challenge to Sabena's savoir faire. 







Sabena. 
Savoir faire in the air. 


Sending your freight by Sabena can take 
all kinds of loads off your mind. 


Day old chicks are not the easiest things in 
the world to transport. Sabena devised a unique 
aircraft loading frame to keep them at the right 


temperature and to get them to their destina- 


tion in perfect condition. That's savoir faire. 


Whatever your freight, Sabena can trans- 
port it with exceptional efficiency from the ultra- 


modern Brucargo facility where expert staff 
are fully supported by computer.Seventy direct 


destinations worldwide means less tranship- 


ment and an extensive fleet of trucks is stra- 
tegically deployed for the fastest possible 
delivery. 

And remember that Sabena carry freight 
on all their passenger flights, giving outstand- 
ing flexibility for urgent, last minute shipments. 

That's Sabena savoir faire. 


Your freight agent or the Sabena freight office will 
be glad to supply any information. 


Make sure your freight is booked aboard S ADENA 


You: WIS gre — 
IAN WORLD AIRLINES 
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EEC headquarters; Cheysson: unprecedented venture. 


ECONOMIC RELATIONS 


Europe re-discovers ASEAN 


A Bangkok meeting may cement economic relationships 


By Shada Islam in Brussels 


fter years of fruitless overtures, 

unkept promises and simmering 
trade tensions, Asean has once again 
begun to fire the imagination of 
Europe's politicians, bankers and busi- 
nessmen. 

Europe's renewed determination to 
step up its involvement in Ascan's eco- 
nomic future coincides with new efforts 
to shed what most Europeans now de- 
nounce as their “19th-century image" in 
Asia. There is also a growing awareness 
that Europe's economic future depends 
on how efficiently it uses the export and 
investment opportunities offered by the 
Third World and especially by what 
Europe perceives to be the fastest- 
growing region — Asean. 

The EEC's new aspirations in Asean 
will be highlighted when the 10 EEC 
economic ministers meet their Asean 
counterparts in Bangkok in mid-Oct- 
ober. The meeting is unprecedented, 
says EEC Commissioner Claude Cheys- 
son. He told the REVIEW in Brussels 
that the community normally initiated 
such joint ministerial meetings between 
foreign ministers. But, a year-old Asean 
request for an economic meeting was 
accepted by the EEC because “it shows 
how much importance we attach to our 
economic relations with Asean.” 

Chevsson is not the only EEC leader 
determined not to be left on the 
sidelines as the US and Japan widen 
their Southeast Asian economic em- 
pires. Businessmen who admit to being 
frustrated and disillusioned by China's 
cautious import policies, and angered 
by Japanese protectionism, are now 
taking another, longer look at what they 
have long considered the mysterious 
and elusive Asean market. Bankers 
who focused their efforts on Latin 
America in the 1970s are now cautiously 
exploring investment opportunities in 
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“more creditworthy” Asean. But EEC 
officials admit that the pace of change in 
European attitudes towards Asean is 
still much too slow. 

“The community lags far behind its 
Japanese and American rivals in par- 
ticipating in Asean's new sectors of eco- 
nomic activity," says Cheysson. "This is 
an extremely worrying trend. If we fall 
behind in this area, all aspects of our ties 
with the region will be affected." Cheys- 
son would also like to see more joint 
ventures between the two sides, in- 
creased investments in Asean by small 
and medium-sized firms, and an expan- 
sion of the European banking network 
in the region. One problem, he says is 
that the EEC has tended to look at its 
relations with Asean from the purely 
"buy and sell angle." 


he EEC is clearly encouraged by 

what some officials and businessmen 
describe as Asean's reservoir of good- 
will towards Europe. A higher European 
profile in Asean will help the region to 
strike a better balance in its relations 
with the US and Japan, says Cheysson. 
But, EEC businessmen have been slow 
to take advantage of the openings in 
Asean. Distance, lack of market infor- 
mation and the use of old-fashioned dis- 
tribution and marketing techniques are 
often blamed for Europe's relative ab- 
sence from or poor performance in 
Asean markets. The companies which 
do overcome these hurdles often engage 
in suicidal competition, which works to 
the benefit of their Japanese and US ri- 
vals. 

p. pali European business- 
man is completely ignorant about 
Asean," says a member of the British 
Government's Southeast Asia Trade 
Advisory Group. "His level of educa- 
tion about opportunities in Asean is pit- 
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ifully bad.” European businessmen be- 
have as though Asean was still the cap- 
tive market it used to be in colonial 
days. “They shift goods to the region 
and then wait for sales. There is no at- 
tempt at marketing,” he complains. 

Other traders admit that attempts to 
increase Europe's economic presence in 
Asean will take time and patience. 
Others complain of excessive red tape 
and long delays, which they say can dis- 
courage small and medium-sized firms 
from setting up business in Asean. “If 
Asean is serious about encouraging In- 
vestments, it should tell us where," says 

r * 
Cheysson. He hopes that the meeting in 
Bangkok will clear up such issues. 

Despite the problems, however, 
EEC businessmen say they are deter- 
mined to go East. "We're convinced 
that Asean will provide the impetus for 
our economic growth," says a Belgian 
banker. Increased contacts with Asean 
— often through trade missions or- 
ganised by the EEC — are helping to 
change European attitudes towards 
Asean, claim officials at the European 
Commission. 

The Bangkok meeting will also focus 
on ways of improving the trade and eco- 
nomic-cooperation pact the EEC has 
signed with Asean. The EEC approves 
of Asean's insistence that "develop- 
ment of human resources" should get 
priority over the next five years. New 
projects designed to train Asean nation- 
als in different hi-tech, business and in- 
dustrial sectors will come under study. 


A demands for access to the 
European Investment Bank's (EIB) 
lending facilities are likely to be refused 
by the EEC at the Bangkok meeting. 
The bank is reluctant to extend its oper- 
ations bevond the EEC's immediate 
neighbours in the southern Mediterra- 
nean and the "associated" African, 
Caribbean and Pacific countries. There 
are fears that India and Pakistan will 
also begin clamouring for EIB loans if 
Asean gets the go-ahead. 

In any case, say EEC experts, Asean 
does not really need the EIB: it is more 
a psychological thing. Asean does not 
want to feel excluded from the bank's 
activities. Commercial banks are more 
than willing to provide Asean with 
money, officials claim. 

The EEC is also hoping that the 
Bangkok encounter will go beyond 
traditional Asean attacks against Euro- 
pean protectionism. “We're much less 
terrible than either the US or Japan,” 
underlines Cheysson. EEC experts 
point tó the increase in trade between 
the two regions as proof that the EEC ts 
not as protectionist as it is made out to 
be in Asean. The community imported 
ECU 9.8 billion (US$12.3 billion) worth 
of Asean products in 1984. Its exports to 
Asean were valued at ECU 9.6 billion. 
The total value of trade between the two 
sides increased from ECU 3.4 billion in 
1973 to ECU 19.5 billion in 1984 " 
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Jewel in a new setting 


Harrisons finally begins its move from the plantation 


By James Clad in Kuala Lumpur 


mee years after coming under Ma- 
laysian control, the cash-rich plant- 
ations now grouped in Harrisons Malay- 
sian Plantations Bhd (HMPB) have 

uietly begun to diversify into activities 
ar removed from their traditional areas 
of expertise — their well-managed estate 
base, Malaysia's (and one of the world's) 
largest. While most analysts think this 
can only add strength to the publicity- 
shy, ex-British company, others wonder 
why HMPB's new owners have waited 
so long before making the move. 

In contrast to headlong, conglomer- 
ate-style growth by other Malaysian 
firms in recent years, HMPB has main- 
tained a cautious and measured pace 
since coming into the fold of the govern- 
ment-capitalised equity fund Permoda- 
lan Nasional Bhd (PNB). Some rivals 
cynically suggest that the self-proclaim- 
ed, "prudent^ management style which 
HMPB inherited from earlier years 
might be better described as “unimagi- 
native." Others — looking at recent vol- 
atile commodity prices and glutted 
property markets — are not so sure. 

hile no doubt the pending deals — 
which include glamorous property 
developments and a beverage plant — 
would not have won favour with past 
chairmen sitting in their London board- 
rooms, the moves seem either logical 
downstream expansions or firmly asset- 
based. At present HMPB owns some, 
but not much, prime urban land and 
other plots suitable for township deve- 
lopment. It has already moved into 
joint-venture foodstuff manufacturing. 

The decision to diversify follows well 
behind other corporate expansions in 
Malaysia during the first half of the 
1980s. The strategy appears to centre on 
real estate and downstream commodity 

rocessing, as well as a tentative entry 
into foodstuffs. It clearly aims to reduce 
HMPB's exposure somewhat to roller- 
coaster commodity prices, but in the 
process it must inevitably bite into the 
company's cash resources — a definite 
taboo to old-style managers. In any 
event, no more than 20% of HMPB's 
cash flow (at most) will come from non- 
estate related operations after another 
decade. By Malaysian standards these 
are modest, even belated moves — even 
though a far cry from doing “what Har- 
risons always did best.” 

Until recently, in Malaysia, that was 
always the growing of commodities — 
coupled with a rather less important 
general-trading business. From the 
company’s first toe-hold in the then Bri- 
tish colony of Malaya 80 years ago, 
coconuts and rubber, and then palm oil 


and cocoa, flowed from estates as tidy as 
parade-grounds. No wonder the firm’s 
nearly 100,000 ha in Malaysia had be- 
come, by 1970, the “jewel in Harrisons 
& Crosfield’s crown.” 

The old-established London-based 
firm of Harrisons & Crosfield (H & C) 
was a small but extremely centralised 
company. Only after PNB acquired a 
controlling stake in 1982 did H & C's 
Malaysian plantation operations (then 
known as Harrisons Malaysian Estates 
— HME) become completely autono- 
mous, combining estate management 
with trading operations. 

In PNB’s 1982 buy-out, the re- 
named HMPB acquired the balance 
(52%) of H & C's stake in Sabah Plant- 
ations and the entire management divi- 
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Ismail unveils HMPB's logo: direction. 

sion of H & C (Malaysia), which had 
functioned as managers of HME. 
HME’s holdings outside: Malaysia stay- 
ed with H & C. i 





Itogether, H & C has 185 subsi- 

diary and associaté companies 
throughout the world, with interests in 
four European, four African and nine 
Asia-Pacific countries, not counting 
US, Canadian, Australian and New 
Zealand subsidiaries. Yet, ties to Ma- 
laysia — of both sentiment and profit — 
exert a strong pull on H'& C, which is 
still the largest shareholder in HMPB 
(30%) after PNB (which holds some 
50.0675). While the Malaysian estates 
obviously no longer have the same over- 
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whelming position in H & C's balance- 
sheet that they once did (in 1978, HME 
contributed more pre-tax profit than all 
the rest of H & C — £24.9 million 
Vaga million] against £23.6 million 
rom other operations) the goose's egg 
is still golden. Analysts reckon that the 
reduced HMPB stake yielded about 
25% of H & C's 1984 pre-tax profits. 

Malaysia's largest listed-company 
shareholder has controlled H & C's gilt- 
edged successor since 1982. And judg- 
ing from its caution, PNB has taken 
until recently the same. almost awe- 
struck view of these assets as its pre- 
decessors. Outside investors share that 
view with impressive unanimity: foreign 
analysts frequently describe HMPB as 
“a recurrent darling of foreign institu- 
tional funds.” 

According to insiders, PNB's auto- 
cratic chairman (and former Malaysian 
central bank governor) Tun Ismail Ali 
had long been “fascinated by H & C,” 
and “entranced” by the firm’s reputa- 
tion for enduring profitability and 
sound management. Of all the publicly 


listed companies in PNB's vast stable 


THREE VEARS OF GROWTH — 
EL 1985 ELE | 1983 | i 

TA | Minted, R A A ask 

422,991 || 367,296 || 333,905 | 


(REVIEW, 23 May) Ismail 
chairs only one — HMPB. 
More than anyone else, he 
has fixed the direction of the 
successor to H & C's Malay- 
sian estates. 

Phasing out H & C's 
senior managers did not 
happen abruptly. The large 
research and development 
budgets (the famed “Harri- 
sons Edge”) have continu- 
ed. 

The attentive, almost 
obsessive estate manage- 
ment (hence the "parade- 
ground" tag) has continu- 
ed, aided by Harrisons’ 
unique system of "Visiting | 
Agents" whose twice-yearly 
supervisory calls in’ the 
colonial era on the inevit- 
ably Scottish estate man- 
agers caused the nervous 
flutters and strained 
verandah conversations 
noted in short stories. The 
“VAs” are still on the job. 
With one qualification — a. too-long 
wait beforing deciding to move out of 
rubber and into palm oil and cocoa — 
most competitors give HMPB top marks 
for management and price forecast- 
ing. 

PNB became prime contender for 
the HME plantation interests at the end 
of a decade's negotiations to "bring 
home" the ownership and control of 
foreign- (mainly British) owned plant- 
ations. This followed the introduction in 
1970 of Malaysia's New Economic Po- 
licy Masa — a 20-year programme 
transferring jobs skills and wealth to 
bumiputras (indigenous Malaysians, 
but in business affairs generally mean- 
ing Malays). By 1978, PNB had 
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emerged as the flagship of the NEP. 
Using capital initially subscribed by the 
government, it began buying foreign as- 
sets, later transferring the more profita- 
ble of them to a unit-trust scheme for 
bumiputra investors. 

PNB has now become the largest 
plantation owner in the country, if not 
the world: besides HMPB, it owns 
Kumpulan Guthrie Sdn Bhd outright 
after seizing it in a spectacular London 
sharemarket “dawn raid" in 1982, and 
Highlands and Lowlands, another 
former British holding, is also tethered 
in its stable. PNB and its chairman also 
exercise effective majority control 
over Sime Darby’s publicly listed subsi- 
diary Consolidated Plantations (Cons- 
plant) through various nominee-com- 
pany holdings and also via director- 
ships in some of Sime’s corporate share- 
holders. 


y: HMPB is undoubtedly the flag- 
ship. The profit figures are impos- 
ing. The company has also continued to 
expand since restructuring, adding large 
new acreages and accelerating — 
ing of the golden crop, oil palm. reap 
turnover in the year ended 31 Marc 

rose 81%, while after-tax profits 
more than doubled. Preliminary fig- 
ures suggest that, despite the still-heavy 
weighting to rubber (about 42% of total 
acreage) and a retreat in prices from the 
commodity mini-boom of early 1984, 
HMPB continues to deliver the goods. 
Earnings a share for 1985 reached 28.4 
M cents against 14.2 M cents the year 
before, a “depressed” result. Ismail ex- 


Studied improvements 


arrisons Malaysian Plantations Bhd 

(HMPB) has inherited from gener- 
ations of Scottish expatriates almost a 
fetish for applied agricultural research. 
Results from specialised research sta- 
tions on HMPB’s 66 estates reveal a still 
significant “Harrisons edge” in produc- 
tivity and profit. Some say this edge has 
saved the company from its indecisive- 
ness in not switching its crop-mix sooner 
to a higher oil-palm weighting. 

Apart from government research 
funds (which finance specialised palm- 
oil and rubber-research institutes), 
HMPB boasts the most consistent use of 
genetically superior “planting material” 
obtained through field trials, using such 
methods as tissue culture-bred seedlings 
from Bakasawit, HMPB's joint venture 
with Unipamol (a subsidiary of the 
Anglo-Dutch Unilever). HMPB's other 
research and development (R & D) fo- 
cuses on more production from higher- 
density planting, shortened tree-crop 
immaturity periods, better disease con- 
trol and improved harvesting and pro- 
cessing techniques. Harrisons has also 
developed new palm-oil by-products. 

The potential productivity gains 
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pects a drop in profitability in 1986 earn- 
ings, but not much. 

These results suggest that Ma- 
laysianisation has been anything 
but traumatic. The last accounts of 
HMPB's former parent show nearly 
40% of H & C's earnings coming 
from "plantations" while only 1095 of 
turnover came from that heavily Asian- 
weighted. group sector. Even at a re- 
duced stake, HMPB still delivers 
good dividends to H & C. And the 
cash earned from the 1982 sale — 
M$800 million — has gone into land 
acquisition elsewhere in Southeast 
Asia. 

Almost all the senior expatriates 
have now left HMPB though a few es- 
tate managers and some middle-level 
supervisory staff remain. Soon the mat 
sallehs (a standard Malaysian name for 
Europeans) will all be gone. ASH & C's 
former and PNB's current “jewel” starts 
its journey into such exotica as joint- 
venture township developments, shop- 
ping centres and  leisure-market 
foodstuffs, thrift and caution will in- 
creasingly co-exist alongside à more 
dynamic use of the approximately 
M$200 million held in fixed deposits by 
this debt-free company. 

Recent results suggest HMPB is 
managing the transition in replanting its 
estates with oil palm 
— the crop mix now 
stands at about 4796 
oil palm, 11% cocoa 
and the rest rubber. Of 
all the major plantation 
companies, HMPB's 


from this kind of re- 
search are enormous, 


especially from 
HMPB’s cloned stock 
which, test data show, 
significantly out-perform other var- 
ieties. Harrisons an b and 
selection trials in the 1920s, and 
was the first to fund bre re- 
search on oil-palms as well. It is 


the only company using cocoa and 
coconut clones for commercial plant- 
ing. 

"The profit implications are plain: 
using end-1983 prices, in-house studies 
show M$3 million (US$1.23 million) in 
additional pov earnings for every 1% 
across-the-board productivity gain. An 
examination of plantation-company an- 
nual reports shows HMPB consistently 
achieving higher rubber yields than 
competitors from its natural-rubber 
acreage. 

While the estimates are incomplete 
— in the absence of data for the giant 
privately owned Kumpulan Guthrie 
(KGSB) — HMPB by the beginning of 
1984 had attained 1,730 kg/ha of ru r 
— a good 100 kg more than its nearest 
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rub 
ged to their worst level since 1981. The 
plantation companies, led by Cons- 
lant but with Harrisons lagging be- 
ind, began to desert rubber in the 
1970s. 

Recent acquisitions of remaining, 
mostly London-listed H & C plantations 
(REVIEW, 7 June '84) give HMPB im- 
pressive economies of scale — plus à 
"high switching potential" to oil palm — 
a considerable advantage when many of 
its competitors may have maximised oil- 
palm yields too quickly. 

Even if edible-oil prices remain vol- 
atile (and the past three months have 
seen them slip below M$650 a tonne, 


from more than M$2,200 a tonne 18 ` 


months ago), most analysts, both com- 
modity forecasters and investment ad- 
visers, see long-term growth as certain 


for the commodities sector — especially 


for the most efficient. Even with the 
current palm-oil price slide, unit costs of 
about M$450 a tonne will keep this crop 
more profitable than rubber. “Histort- 
cally, plantation values have tended 


either to move upwards or to consoli- 
date, but not to decline," one analyst re- 
marked. The earnings outlook, quite” 


apart from the new ventures, looks 


rc Dia is the most weighted to natural | 
er — the prices for which have sag- — 


for HMPB. uU 
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rival (Highlands and Lowlands or HiLo) 
— and on average almost 150 a 
more than other major producers such 
as Kuala Lumpur em Dunlop Es- 
tates, Kempas, Guthrie Ropel or Con- 
solidated Plantations (Consplant). The 
research edge in rubber shows that the 


average private plantation rubber yield 
is about 300 kg/ha less than that of - 


HMPB, while smallholders fall even 


further below that, pulling in only about | 


1,100 kg/ha. 


Harrisons’ efficiency does not come 1 
from R & D alone. On another profita- — 
bility measuring stick — mill extraction — 


rates — industry data show HMPB 





leading slightly on both oil- and kernel- _ 


extraction rates in 1984, just slightly 
ahead of HiLo and KGSB and rather 
further ahead of Consplant. The com- 
pany believes its approximately 27,000 
labourers have higher producti- 

vity rates than its competitors. 
— James Clad 
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Foreigners’ good harvest ~ 


F - Malaysian plantation investments are paying off 
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Fo outside investors, many of the 
recently Malaysianised companies 

owing muth of the country’s 4.5 mil- 
ion ha of rubber, oil palm, cocoa and 
coconuts offer sound investment value 
— despite the comparatively over-val- 
ued state of the local bourse. Of the 41 
lantation stocks listed on the Kuala 
Lumpur Stock Exchange (KLSE), for- 
eign, investors invariably focus on 
steady-yielding, larger counters such as 
Highlands & Lowlands (HiLo), Con- 
solidated Plantations — (Consplant), 
Kuala Lumpur Kepong (KLK), or the 


dargest (102,336 ha) of them all: Harri- 


sons Malaysian Plantations Bhd 
(HMPB). 

Analysts tend to compare Cons- 
plant's and KLK's high palm-oil related 
earnings, with the former's qualified by 
its position within its Sime Darby par- 
ent. They also weigh the latter's profita- 
bility against its relatively high gearing 
(which enabled it to expand its acreage 
by 62% during 1984). Consplant is 
widely, if unfairly, seen as carrying its 

arent — whose other operations, nota- 


ly heavy equipment, have been hit by. 


losses. The more recent ebb in palm-oil 
prices (dropping to M$650 [US$265] a 
tonne by mid-October) is thought to 
have more painful consequences for 
KLK's dividend prospects than for 


—such neutrally geared competitors as 


HMPB 

Still, in a market such as the KLSE, 
where fundamentals invariably take a 
back-seat to speculative sentiment, 
those points seem to be quibbles. Most 
foreign analysts are still bullish on Ma- 
laysian plantation stocks. One London- 
based analyst puts Consplant on a sus- 
tainable long-term price-earnings multi- 
ple of 22, with net-asset backing at 
about M$4.60 ( with its its recent market 
price of around M$2.70 representing a 
42% discount). The same source 
foresees a lower 1985 multiple for KLK 
at 17, but with KLK's current market 
valuation of M$2.49 close to net-asset 
value. 

By mid-October, HMPB (traded 
also in Singapore and London) com- 
manded a stronger M$3.30 a share; 
this recent analysis gave a 16.5 lóng- 
term multiple and about a 20% discount 
to net asset value. Of the three, the 
analyst sees HMPB as having the best 
longer-term growth possibilities, mainly 
because it still has the option of switch- 
ing its crop-mix more decisively towards 
higher-yielding oil palm, and -because 

reater efficiencies can still come from 
integrating its recent 27,170 ha acquisi- 
tions. 

Whether this high rating continues 
depends not only on HMPB keeping its 
acknowledged research and productiv- 
ity edge, but also on the fate of diversifi- 


cations being planned by HMPB's 
50.06% controlling owner, Permodalan 
Nasional Bhd (PNB), whose chairman 
— former central bank governor Tun Is- 
mail Ali — also chairs HMPB. Just as 
important, what will PNB's dividend 
olicy be for the rest of the decade? It is 
not clear what will happen if PNB's 
Amanah Saham Nasional unit-trust 
counterpart has a hard time meeting 
its dividend pay-out promises pegged 
at higher-than-bank-account interest 
rates. 

Since 1982, most corporate acquisi- 
tions falling into HMPB's traditional 
business areas have seemed logical. 
During 1983, the company bought Bar- 
low Plantations from PNB, paving 
M$159 million cash for all the equity. 





The acquisition expanded HMPB's ac- 
reage by 19%, adding 14,000 ha (of 
which about 3,600 are in Sabah). An al- 
most equal amount of land came in to 
the company when HMPB, in May 
1984, acquired the remaining Harrisons 
& Crosfield (H & C) London-domiciled 
Malaysian plantation companies (which 
HMPB was already managing 
REVIEW, 7 June °84). HMPB paid 
M$62.3 million cash and issued 55.7 mil- 
lion new shares, increasing total acreage 
by gnother 12,941 ha, or 14.5%. 


t n this latter share expansion, H & C re- 
tained 30%, its maximum permissible 
holding under Malaysian Government 
policy. PNB bought 2.58 million new 
shares to keep majority control — even 
though its proportional stake dropped 
to 51.4% (against 58.5% after the 1982 
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takeover). The HMPB counter is a low- 
volume trader; the biggest recent trans- 
action came when PNB unloaded 1 mil- 
lion shares for M$4.34 million in June 
(bringing its holding down to a bare 
majority: 50.06% of issued capital). 
The most reliable estimate puts 
HMPB's free-market float at about 
18% of total issued share capital, or 76 
million shares owned by more than 
6,000 persons or companies, half of 
them in Britain. 

But not all acquisitions have been 
problem-free. The 70% stake not al- 
ready owned by the plantation giant in 
Malaysia's largest palm-oil refinery 

assed to HMPB in June 1983 for 
M$25.9 million cash. Jomalina Sdn 
promptly staggered into a M$15.9 mil- 
lion pre-tax loss the next year — one of 
many casualties of the Kuala Lumpur 
Commodities Exchange's speculative 
blow-out last year (REVIEW, 12 July 
'84) Nonetheless, the latest figures 
show the refinery back in the black. 

Several features characterise 
HMPB’s profit base, as well as the long- 
term chances to broaden it. While 
bringing welcome new acreage, recent 
acquisitions also have pushed the crop- 
mix, unfavourably, towards rubber. 
Yet, ironically, the heavy weighting to 
rubber gives HMPB higher profit po- 
tential through its greater scope for 
switching crops: HMPB's board has re- 
cently given the go-ahead to a massive, 
25-year planting programme that will 
pull out even young rubber trees to 
make room for oil palm (which not only 
matures faster but also gives much bet- 
ter returns for each hectare ). 

Unpublicised negotiations to add 
another 8,000 ha of uncleared land in 
Peninsular Malaysia to HMPB's land- 
bank strengthen the planting options 
sull further. In. the next decade, 
HMPB's crop mix — now rubber 43%, 
oil palm 46% and cocoa 11% — may 
shift radically to 60% or more in oil 
palm, 20% each in cocoa and rubber. 

Apart from traditional products, 
what can this successful but rather 
stuck-in-its-ways company do in future? 
Its investment portfolio is thin, with the 
only holding in a listed company being a 
27% stake (worth about M$12 million) 
in the small plantation firm Kundong 
Tanjong Pau, 

Not surprisingly, HMPB's new man- 
agement sees property development as 
one way to spread out, though one 
analyst sees this as "not of the same sig- 
nificance as that of some other groups 
— notably KLK." Last year, HMPB 
formed a wholly owned subsidiary for 
the exclusive purpose of examining 
property-development possibilities. 
Publicly, two joint ventures to develop 
former estate land have been an- 
nounced. Privately, some other prop- 
esty pins are also in the pipeline. 

e first of these links the group to 
Maluri Bhd; a joint venture, HMPB- 
Maluri, will develop a 286-ha HMPB es- 
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tate parcel near Kajang (near Kuala 
Lumpur). The second property deve- 
lopment, called Golden Hope Develop- 
ment, will make urban and residential 
developments on 67 ha near Port 
Kelang. The partner is the Safuan 
Group. 


he market is less aware of HMPB's 

plans to develop 53 acres of prime 
urban land straddling Kuala Lumpur and 
Petaling Jaya. "Integrated development" 
— including even a high-rise corporate 
headquarters for HMPB — is being dis- 
cussed. Previously unthinkable in this 
debt-free old company, all these deve- 
lopments will ride to some extent on 
loan finance, though no one is saving 
how much. Up to now, acquisitions 
have been either for cash or shares, or 
accompanied by rights issues. Since 
1982, the value of paid-up capital has 
risen from M$333.9 million to M$423 
million. HMPB's cash on deposit is esti- 
mated to be M$200 million. 

Planners also see profit in moving 
HMPB “slowly and selectively 
downstream,” building on the com- 
pany's 30% stake in Henkel Oleochem- 
icals (Malaysia), which makes fatty 
acids, glycerine and methyl esters, and 
on a 15% holding in Koko Malaysia, a 
cocoa processor. Specific projects in- 
clude a deal to buy 70% of Viking- 
Askim, a Norwegian-linked rubber 


footwear manufacturer. One of Malay-: 


sia's larger beverage makers is linking 
with HMPB to make coconut 
foodstuffs. 

The board also wants to pull in more 
agency income — that is, managing es- 
tate lands owned by others on a compli- 
cated fee basis. Agency-fee income can 
come from marketing product owned by 
others as well; by early 1985, HMPB ran 
22.350 ha of other people's land, espe- 
cially State government estates badly in 
need of management. Another 14 es- 
tates come under "joint" or "visiting" 

management — again with HMPB earn- 
ing solid fee income. 

Another diversification is into great- 
er use of indigenous consultancy ser- 
vices; in October last year, HMPB 
bought the Malaysian wing of H & C's 
consultancy business, Harrisons Flem- 
ing Advisory Services (HFAS). Now 
called HMPB Consultancy Services, it 
has broken even on a small turnover 
(between M$500,000 and M$1 million), 
but it has close links with HFAS and, 
through these, is becoming better 
known to the multilateral lending agen- 
cies. 

The nascent consultancy arm, while 
a long way from generating much re- 
turn, takes a high profile for symbolic 
and image reasons, not only as HMPB, 
but also as "Malaysian" consultants. 
Similar sentiment underpins HMPB's 
move into direct marketing of its plant- 
ation products (in the H & C era, this 
was handled through London). 

— James Clad 
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Stil, there is there is a distinct accent on improving workers’ conditions: 60-70% of 
the 22,000-strong workforce is *residential" — that is, living on the estates, 
Under PNB's control, HMPB is pushing ahead with inherited programmes to 
mechanise — a worker is expected to bring in at least 1.5 tonnes of oil 
kernel “bunches” a day, and with mechanisation this climbs to 2 tonnes a day. 

Miss committee meets monthly: besides Sinclair-George, the 

manager (Tunku Mansur Yaacob) and the divisional heads for 


, estates and marketing sit in. But the old-style H & C con- 
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posits of ¥1 billion (US$4.6 mil- 


ta Motor Corp., looming largest 
ng companies which issued private 
ices of tender for their deposits, re- 
'dly settled for 6.7% over a three- 
ith period. 





ks into competition. This may seem 
-a losing business strategy, but de- 
itors say it is preferable to upsetting 
"delicate balance of relationships 


ks. 


st step in Japan's most important fi- 
incial-market liberalisation program- 
me, Japanese banks and their corporate 
entele seem to have adapted to the 
insition from a regulated 
eralised interest-rate environment 
hout .creating any confusion in. 
lomestic money markets. 

Officials of the Ministry of Finance 
JoF) Banking Bureau regard the 
eralisation as a success, though they 
y it is too early to make a final judg- 
ent. If the initial favourable response 
ntinues, it will pave the way for the 
st of the reforms, under which the de- 
sit.size for negotiable interest rates 
il be reduced to Y 100 million by April 
87. No schedule has been set for free- 
up rates on smaller deposits, but 
iminary discussions on the subject 
progress between the MoF and 
Posts. and- Telecommunications 
;, Which controls. the colossal 
vings pool. 

ie first day of negotiable rates, 
rs opened 458 new accounts in 
lion-plus bracket for a total of 
lion, 
un survey: The average 
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or more, have begun to invite Ja- 
€ banks to bid for their deposits. 


Others, which at present seem to be: 
he majority, are accepting prevailing 
*§ to avoid forcing their various. 


aintained simultaneously with several: 


Despite this mixed reaction to the: 
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„according to a Nihon - 


3X2.09 billion, and the 13- 
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eir operating profits. 
„around 10% if they | 
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rate of 3.5% for three-mon leposits. 
. One factor which may keep the lid on 





"| tates is the fact that the majority. of de- 


posits of some ¥1 billion are by 
medium-size companies and are held by 
banks as “compensating balances" — 
money deposited in. order to borrow 
much larger amounts. In response to re- 


quests for a higher rate on these bal- | 


ances, banks can neatly counter by rais- 
ing interest ratesonthe larger volume of 
outstandingloans.. ^. |^ 
In contrast to the aggressiveness of 
Toyota, Matsushita Electric Industrial 
Co. said it did not invite banks to bid for 
its cash because it did not want to alter 
the various shares of business it allo- 
. cates to a number of banks. -Ajinomoto 
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General. Foods Inc. reportedly limited 
tenders to the eight banks it customarily 
deals with. A number of prefectural 
governments declined to take their ten- 
ders beyond prefectural banks, satisfied 
with the home banks’ offer of about a 
-tenth of a point more than the CD rate. 


Japan is the last of the developed in- 
dustrial nations to decontrol interest 
rates, and its schedule for doing so is the 
most drawn out. West Germany moved 
in 1966 to lift interest rate restrictions on 












(US$375,234), freeing rates on all depo- 
sits the following year. France freed 
rates on deposits of Ffr 100,000 
(US$12,277) or more in 1969, and in 
1980 fully liberalised rates for all depo- 
sits on one-year or long-term accounts. 
Britain ended interest-rate controls in 
1971. The US freed rates on deposits of 
.US$100,000 in 1970, and on deposits of 
-US$1,000 this years À i 
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lion, and account for about 30% of all 
Japanese savings deposits of Y3 million 

or less. The government will not want to 
act to make a primary fund source more 
expensive. 

Although postal savings pay de- 
 positors no more than 5.7% for two- 
| year fixed deposits, they are tax-free 
| and therefore extremely popular. The 
| government enhances their popularity 
by turning a blind eye to the common 
| practice. of opening several accounts 
under different names to circumvent the 
single-account ceiling. Individuals may 
prefer the loose tax arrangement to 
higher interest rates. One argument fi- 
nance officials are already employing 
against freeing small deposits is con- 
sumer protection, an indication of the 
conservative position the MoF is likely 
to adopt in the postal-savings talks. 
Banks may collapse in an overly com- 
petitive,  casino-style | environment, 
MoF officials say. | 

Another possible drag on liberalisa- 
tion is the state of Japan's trade rela- 

tions with the US. 
Pressure to begin free- 
ing up interest-rate 
controls came largely 
from US negotiators 
in the yen-dollar talks. 
Some US bankers in 
Tokyo say that the 
issue of Japan's finan- 
. cial- and capital-mar- 
ket deregulation. is 
now almost over- 
shadowed by the row 
over the trade deficit. 
They therefore expect 
the brunt.of US pres- 
sure to focus more 
sharply on product market access. 

That inconsistency on the part of the 
US could be self-defeating insofar as 
some Japanese exporters. maintain a 
competitive edge by access to funds at 
low, government-controlled rates. But 
whether the fixed rates reflect the actual 
supply and demand for money is very 
much a moot point. US bankers argue 
that they do not, but Japanese finance 
officials say they are not far off the 
mark, given the high degree of liquidity 
in money markets. — 


Apr. 1987 
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— manufacturing companies 
are beginning to debate the ethics of 
making money from money against 
turning a profit from producing goods. 
Cash balances of many firms — more 
than US$2 billion in the case of Toyota 
Motor Corp., for instance — have be- 
come so huge that it seems possible for 
some to maintain a banking operation 
Virtually apart from their usual busi- 
ness. In the case of some companies, the 


returns from investment-banking ac- 


tivities are approaching those from 
manufacturing. 
One result is that Japanese com- 
anies awash with surplus cash are neg- 
ecting local money- markets for the 
higher returns available in Europe and 
the US. Even after the freeing up of 
large-scale deposit interest rates on 1 
October, Japanese  corporate-fund 
managers still can get nearly 4% more 
on their money from US Treasury 
bonds. Many have been willing to ris 
exchange-rate fluctuations for the 


- higher returns, though they may be less 


keen now after seeing the dollar dive 

after massive intervention by several 

governments. 
Traditionally, 


Japanese trading 


- houses have had finance departments to 


- bankroll company transactions. But the 


capital markets. In the compan 


departments are becoming increasingly 
sophisticated in investment banking, or 
zai tekku — a popular expression used 
to denote any activity that generates 
money from money. 

In the past year, Mitsubishi Corp., 
C. Itoh and Co., Marubeni Corp., 
Sumitomo Corp. and Nichimen Corp. 


have set up finance companies in 


Europe, after the Ministry of Finance 
(MoF) lifted restrictions against such 
activity in April 1984, and Nippon Steel 
recently announced plans to establish a 
finance company in London. Through 
these affiliates, the trading houses have 
begun an assault on international capi- 
tal markets — and others are gearing up 
to do so. 

Two years ago Nissho Iwai Corp. 


created a special department to raise 


money for investment on international 
year 
ended 31 March, Nissho Iwai showed 

rofits of ¥1.8 billion (US$8.5 million) 
Eom money-market transactions and 
¥4.7 billion from foreign-exchange 
trading. Since last year it has been en- 
trusting sums of up to ¥3 million to 
poonger employees with instructions to 
test their skills in foreign-currency trad- 
ing. 

The new development is that Japan- 
ese manufacturing companies appear 
to be following the example of the 
trading houses. Toyota Motor Corp., 
just as often referred to in Japan as 
"Toyota Bank," is understood to be 
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the most aggressive fund investor. 

An article in a recent edition of 
the Japanese business magazine Dia- 
mond claimed that Toyota's assets 
generated by capital-market dealings 
now amounted to 50.4% of total assets, 
compared with 35.4% five years ago. 
A Toyota spokesman declined to con- 
firm the accuracy of this statement 
but conceded the company “does a lot 
of zai tekku apart from currency 


swaps.” 

Several senior Japanese business 
leaders have criticised the corporate 
trend towards money-market invest- 
ments, based on the conviction that it is 
unwise for leading companies to believe 
that in the long term investment in 
money is more profitable than invest- 
ment in real goods. 

Underscoring this view is the fact Ja- 
panese companies 
on the whole are 
still investing less 
in. research and 
development than 
their US coun- 
terparts. Overseas 
direct invest- 
ments, opponents 
argue, would be 
better. 


oshihiro Inaya- 

ma, chairman 
of the Keidanren 
(Federation of 
Economic Organi- 
sations), in one 
speech registered 
regret that certain 
Japanese firms 
were floating con- 
vertible bonds in 
Switzerland not to 
fund domestic pro- 
duction but simply 
to reinvest at 
higher rates in the US. “This is a 
pure money game of rolling over debts 
and these companies should be asham- 
ed of themselves for making pro- 
fits out of such a money game," he 
said. 

Japan Chamber of Commerce and 
Industry president Noboru Goto has as- 
serted that the heavy US bond-buying 
of some Japanese companies was the 
main cause of a strong dollar and weak 
yen. 
Other opponents, such as Goro 
Koyama, an adviser to Mitsui Bank, 
have gone as far as to suggest that the 
Japanese Government should act to 
slow down or even restrict Japanese 
companies’ foreign-bond purchases. 
Although such restrictions would 
counter the current financial deregula- 
tion, Koyama believes they would be 





Inayama: pure money game. 
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devil’s work? 


_ | Japanese firms debate the ‘morality’ of investment 


justified considering that corporate cap- 
ital shipped abroad is one factor keep- 
ing domestic demand down. 

The Japanese Government limits 
purchases of foreign bonds by insurance 
companies and trust banks to 10% of 
total assets. But fund managers have got 
around that restriction by buying dollar- 
denominated bonds issued abroad by 
Japanese companies. 

Purchase restrictions do not apply 
because the MoF regards the issues as 
Japanese. These so-called sushi bonds 
generally carry interest rates lower than 
those in the US but higher than domes- 
tic rates. With the interest rate thus rig- 
ged, the issues rarely attract investors 
other than Japanese. 

Executives of some top manufactur- 
ing companies, such as Matsushita Elec- 
tric Industrial Co. and Sony Corp., have 
spoken out against investment in 


foreign bonds but this seems to be as 
much out of awareness of public, and to 
an extent shareholder, suspicion of 
maverick 


money management as 
an expression of 


concern for tradi- 


tional business 
ethics. 
One  justifica- 


tion the manufac- 
turers use is that 
they have little else 
to do with their 
money, They say 
they cannot repay 
outstanding loans 
to Japanese banks 
because the banks 
would be upset at 
losing the business, 
especially now 
when the Japanese 
loan market is 
probably at its 
most depressed. 
And, despite rising 
concern over the 
wisdom of manu- 
facturers diversify- 
ing into what is in 
effect merchant or 
investment banking, the pattern of the 
overseas investments shows that Japan- 
ese fund managers are still highly con- 
servative in their choice of instru- 
ments. Much of the money is going 
into US Treasury bonds, and compara- 
tively little into foreign corporate is- 
sues. 

A recent Japan Development Bank 
survey of Japanese and US corporate- 
fund management found that Japanese 
investors were less willing to take risks 
than US managers, findings also sup- 

orted by a Wako Economic Research 
nstitute survey. Both surveys con- 
cluded that Japanese fund managers 
still tended to opt for security of invest- 
ment — principally in foreign govern- 
ment bonds — over possibly bigger re- 
turns from higher-risk money-market 
dealings. — Bruce Roscoe 
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It’s a Superprocess ... plasma ejected from 
a nozzle in blasts that travel over 5,000 m/sec. 
Reaching temperatures over 10,000°C, it's even 
hotter than the surface of the sun. Plasma, with 
its intense energy and unlimited potential, is 
referred to as “the fourth state of matter." At 
Nippon Steel we're using it in high-temperature 
applications research to melt metal or ceramic 
particles and deposit them onto materials which 
then acquire entirely new surface functions. This 
is just one example of how intensive R&D efforts 
are producing a variety of Superprocesses 
and Supermaterials. 

At Nippon Steel we're also applying advanced 
electronics and information technologies to bring 
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about greater efficiency in steelmaking. An 
we're developing the latest steelmaking 
technologies to improve productivity. That: 
because, as an integrated materials manuta 
turer, we recognize the continuing importano 
of steel as a super-basic material. Super ii 
strength and workability, as well as ii 
availability, cost, and range of applicatio! 

For both traditional and advanced industr 
materials, and for Superprocesses and Supe! 
materials, users worldwide rely on our quali 
and innovation. 

That's Nippon Steel — the company i 
looking toward the 21st century to meet 
the diverse needs of industry today 
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attractions of bonds vs equity. An investor's guide to choosing, 
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As the world's premier publication on Asian affairs, the 
Review is considered an essential part of the business day for over 
200,000 senior executives in banking, industry, government and 
the professions and no other publication has a greater command 
of their attention. 


In a Focus issue, this is even more true. 
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Just push the button. The new Nikon L35AD2’s eleven automatic 
features make every shot a winning shot. 

Autofocus and auto exposure for picture perfection. Auto 
pop-up flash, auto flash exposure and auto shutter lock to 
make sure you're never caught in the dark. 

Auto film speed set, auto film loading and auto film 
advance keep you ready for every shot. Plus auto film rewind and 
auto film rewind stop to close the game in winning style. 

Open the auto ready lens cover and the camera turns on; close 
and it protects your fine Nikon optical glass lens. 

With eleven unbeatable auto features plus Quartz 
Clock & Calendar that let you imprint date or time 
on your photos, the new Nikon L35AD2 makes win- 
ning photography easier than you ever imagined. 
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€ ANXIOUS to witness for himself the 
sad spectacle of executive starvation 
since Australian Treasurer Paul Keat- 
ing's September announcement ending 
the tax deductability of business enter- 
tainment, Shroff wandered down on 
Friday to Sydney's central business dis- 
trict. 

"^ A Hedid not notice many financiers re- 
duced to eating sandwiches in Martin 
Place with the junior staff. However, 
there were many empty restaurant ta- 
bles, testifying to the growing number 
of nouvelle cuisine chefs and wine wait- 
ers already put on the street. This set 
Shroff to wondering what has been hyp- 
ing everyone up in the Australian 
sharemarkets of late and how much 
longer can it last. 

Nevertheless many brokers' analysts 
think the market's bull run has a bit of 
life in it yet, despite the paradox some in 
Australia see between the market's low 
opinion of the Australian dollar (stalled 
at around 70 US cents and easing 
against the ven and European curren- 
cies) and ascending share prices. 

Two billion-dollar takeovers (re- 
tailer Myers Emporium by G. J. Coles 
and Co., and brewer Castlemaine 
Tooheys by Bond Corp.) plus a host of 
other acquisitions have put large 
amounts of cash in the hands of invest- 
ors. Thanks to the inefficiency of the 
Australian postal system, many of the 
cheques are still in the mail, and will be 
reinvested in coming weeks. Up until 
mid-October at least, this had coun- 
tered a quiet retreat by major Austra- 
lian institutions, which are moving into 
cash and foreign investments in the be- 
lief that the market could face a major 
correction early in 1986. 

(Many of the recent takeovers have 
been funded by foreign borrowing. 
Alan Bond alone added more than 1% 
to Australia's foreign debt [a net A$52 
billion or US$36.4 billion as of 30 d 
by borrowing from Wardleys, Standar 
Chartered Bank and the Bank of Tokyo 
to buy Castlemaine Tooheys, whose re- 
venue base is almost entirely domestic.) 

This high liquidity coincided with a 
profound change in the rules of the 
game with Keating's tax package. Al- 
though the market has been on the rise 
all year (starting from the year’s low in 
the Australian All-Ordinaries Index of 
715.3 on 7 January), the latest bull run 
dates from Keating's 19 September an- 
nouncement. It has taken the index 
above the 1.000 mark to around 1,035 
by mid-October. 
€ WHILE teams of highly paid ac- 
countants are already poring over Keat- 
ings words to pick out new tax 
loopholes, the new tax regime has put 
an immediate damper on growth- 
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oriented investments by introducing a 
capital-gains tax, pitched at marginal 
rates of income tax (60% in the to 
bracket) and corporate tax (a flat 4675 
rising to 49% in July 1987). Keating also 
struck out most forms of "negative gear- 
ing" or deduction of losses on one fast- 
appreciating asset such as an avocado 
farm or block of flats against income 
from other sources. 

What redeemed Keating in the 
sharemarket's eyes was the decision 
to allow full “imputation” of corporate 
tax against dividend income for share- 
holders from July 1987, in effect ending 
the double taxation of company profits. 

This had two immediate effects 
which helped push up share prices: re- 
luctance to sell and eagerness to buy. The 
capital-gains tax affects assets acquired 
after Keating's announcement: any sale 
of existing assets would thus bring the 
last tax-free capital gain, so investors 
wanted to make it a good one before 


rolling their funds over. Imputation, 
meanwhile, enhanced equity invest- 
ments against the host of growth funds, 
tax-free trusts, special-case industries 
and interest-paying deposits which had 


in the past offered better returns. 

Imputation does not begin for more 
than 18 months, however. More im- 
mediately relevant have been the 
healthy profits announced in recent 
weeks by industrial companies, and the 
favourable exchange rate for resource 
exporters who are not too highly 
geared. 

Eventually, the new tax system could 
make life harder for the corporate raid- 
ers Australia has nurtured and sent out 
to the world. Imputation only benefits 
shareholders to the extent that the com- 
pany actually pays corporate tax, and 
distributes profits in dividends. 

The present system encourages com- 
panies to borrow (interest is deductible) 
and thereby reduce tax, and retain pro- 
fits for ploughing back into capital 
growth. Neither of these will benefit 
shareholders under the new system. It 
will also cut the huge capital gains raid- 





rietary Co. (BHP). His Bell Group and 
John Spalvins' Adelaide Steamship Co. 
(Adsteam) had built up a handy stake in 
BHP before the 19 September —— 
gains deadline, through a deft shuffling 
of options. Between them they hold 
139.4 million shares or about 13.5% of — 
BHP's issued capital, of which 70 mil- - 
lion shares are held by Adsteam but — 
under option to Bell next August and — 
September at A$7.11 a share (come 
pared with the mid-October level of 
AS8.80). 

Either or both could make enormous 
capital gains (of the A$100 million order 42 
for Adsteam. much more for Bell) #4 
they can exit without the market notic- 
ing. Holmes à Court has been masterly 
at keeping both the BHP board and the = 
markets in suspense about his inten- f 
tions, and in keeping alive the possibile f 
ity of a partial bid. Bo: in the light of. f 
Elders IXL'S proposed A$3.4 billion bid ` 
for British brewer Allied-Lyons and the - 
ready availability of junk financing, © 
Shroff thinks the sums do not add up for f 
Holmes à Court, who would have topay 1 
some A$90 million for cach percentage 
point of equity. | 

However, since his initial play for 
BHP two years ago, Holmes à Court has -— 
won respect as a judicious operator and 
his advocacy for splitting BHP into © 
separate oil, steel and mineral come | 
panies could have followers among” 
foreign and institutional investors. 7 
Against such an alliance would be the 7 
numerous small Australian investors < 
(BHP has 146,000 shareholders) in for ` 
the long term. | 

No doubt the tension will keep the ^ 
market ee up for some time, with f 
every 10 A-cent rise in the BHP share f 
price pushing the All-Ordinaries Index 
up about 2.5 points. But the weakness f 
of the Australian dollar may work d 
against Holmes à Court by 5 
share prices as foreien investors pul n 
out. E 
e THE Australian dollar's low esteem? 
reflects well enough the worrying exter 
nal position of the Australian economy, 
with the trade balance slow to respond P 
even six months after the 20% deprecia- 1^ 
tion. A heavy fall. in world oil prices | 
would almost inevitably force another - | 
sharp drop in the dollar, given oils lin- 
kage with coal and natural-gas prices. 

The Northern Hemisphere spring 
when oil prices ease — could be a cruel 
time Down Under. 


ers have been able to carry away tax- P 
free from "greenmail" and asset strip- 
22 Eoo 
€ THAT being said, it is possible that | 
the takeover run might end with a big | — 
bang, as Robert Holmes à Court man- | — 
oeuvres around the Broken Hill Prop- — 4 
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Can the Centre hold? 
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Questions of value arise for an Indonesian entrepreneur 


By Robert Cottrell in Singapore 


hen Hendra Rahardja bought a 

tract of raw land on the Singapore 
waterfront in 1981, he envisioned a glit- 
tering curtain-walled 63-storey conven- 
tion centre, a 51-storey businessmen’s 
hotel, a 10-storey luxury hotel, a four- 
Screen cinema complex and 29.000 m? 
of shopping space. The complex would 
be called Rahardja Centre, and was in- 
tended to help make the ambitious 
Hendra. an Indonesian-Chinese busi- 
nessman then 38 years old, the city- 
state's biggest hotel-owner. 

Hendra was planning on a massive 
scale, but in keeping with the spirit of 
the time as Singapore's property market 
enjoyed the second year of a sustained 
boom. One of his principal bankers, the 
French state-owned Société Generale, 








Marina Square; Meridien Singapore: oversupply of hotels. 





was enthusiastic enough to take equity 


in the project and put its general man- 


ager on the board of the private com- 
pany. Superland Development, formed 
to build Rahardja Centre. Another 
shareholder and director was Chatri 
Sophonpanich, president of Bangkok 
Bank and later to become a director of 
Hendra’s publicly quoted Singapore 
rep” Town and City Properties 


(TC 


Today, Rahardja Centre is still liter- 
ally a hole in the ground, buzzing with 
mosquitoes and littered with a tangle of 
construction materials and prefabri- 
cated huts. It is valued in Superland's 31 
December 1984  balance-sheet at 
$$517.6 million (US$242.4 million), 
though the company's auditors, Peat 
Marwick Mitchell, are not without their 
doubts. They say in a qualifying note 
that they are "unable to express an opin- 
ion" as to whether the land is fairly val- 
ued. 

The Rahardja Centre site is. de- 
scribed in Superland's balance-sheet as 


a "property under development," even 
though not much development has been 
taking place on it lately. The directors 
said in their report for 1984 that "due to 
the depressed state of the property mar- 
ket, the development of ened ag 
ties was temporarily suspended in the 
year and will resume at an appropriate 
time.” Superland still has not settled up 
with Singapore’s Urban Redevelop- 
ment Authority (URA), from which it 
bought the site. As of end-1984, it owed 
the URA a total of $$264.2 million. It 
also owed $$86.98 million which it had 
borrowed on an unsecured basis, appa- 
rently to a single bank. 

Here, too, the auditors hesitated. 
They said that accounting for Superland 
as a going concern “assumes the com- 








pany would be able to raise additional 
sources of finance, the continuing finan- 
cial support from the company's bank- 
er, and tis approval of the Urban Rede- 
velopment Authority to grant defer- 
ment in respect of the land premiums 
available." 


S uperland's directors, in an account- 
ing note of their own, said they were 
"confident that the company will be 
able to obtain the necessary finance" to 
continue the project. A separate ac- 
counting note reported that when the 
balance-sheet was drawn up on 24 June 
1985, Superland had not met payments 
to the URA due on 1 January 1984 and | 
January 1985. It also said the UR A had 
verbally agreed to Superland's delaying 
completion of Rahardja Centre beyond 
27 July 1987, the date fixed with the 
URA as a condition of sale. Many other 
Singapore developers, squeezed by the 
property-sector downturn, have also 
negotiated with the URA for reschedul- 
ing of payments and completion dates. 


WA d LE Sw ee er ae ts 





a oa . P , s. 


Speculation in Singapore is divided 
over whether Hendra simply cannót 
raise the cash to complete Rahardja 
Centre, or whether he is playing a wait- 
ing game in the hope that Singapore's 
now severely depressed property and 
hotel sectors will show some signs of re- 
covery. 

Most Singapore hotels are currently 
losing money, with occupancy rates run- 
ning at only 50-60% despite heavily dis- 
counted rates and further deterioration 
likely as more new hotels are completed 
and opened. Three big new luxury 
hotels are due to open early in 1986 at 
Marina. Square, right next door to 
Rahardja Centre, doubling at a stroke 
Ssingapore's already-excessive supply of 
first-class rooms. Some analvsts believe 
the partners in Marina Square, led by 
Singapore Land, may try to buy the 
Rahardja Centre site, as it represents an 
eyesore at present and potential com- 
petition in the future. 

The initial capital for Hendra's foray 
into the Singapore property market 
came from his business interests in In- 
donesia, primarily the assembly and 
sale of motorcycles. His Singapore bal- 
ance-sheets are, however, now heavily 
laden with. bank and land-premium 
debt, while most identifiable major as- 
sets — including three hotels and an of- 
fice building — are charged as security 
for loans. Given the present state and 
outlook of the Singapore market, the 
new money needed for continuing Ra- 
hardja Centre may not be easy to find. 

Hendra owns both a publicly quoted 
and a private group of companies in 
Singapore, usually referred to collgc- 
tively as the Harapan Group. His main 
private vehicle, Harapan (Singapore). 
owns Harapan Building on Market 
Street in Singapore's central business 
district. Harapan Building is mortgaged 
to Societe Generale as security for a 
loan facility to, Harapan (Singapore) of 
up to S$65 million. Harapan (Singa- 
pore) reported $$86.2 million in current 
assets at end- 1984, most of which com- 
prised a $$73.3 million “amount owing 
by a director.” The company’s directors 
are Hendra, and his principal business 
associates Sri Wasihastuty and Cheong 
Swee Kheng. 

Harapan  (Singapore)s auditors, 
again Peat Marwick Mitchell, say in 
their 1984 report that “the ability of the 
company to repay the bank loans is de- 
pendent upon the recoverability of the 
amount. .. owing by a director... No 
provision has been made in respect of 
these amounts as the directors are of the 
opinion that these amounts are recover- 
able. However, we have not been able 
to obtain adequate information to ena- 
ble us to determine whether these 
amounts are recoverable tn full.” 

Harapan (Singapore) has two sub- 
sidiaries, which are deemed to be so be- 
cause Harapan (Singapore) has the 
power to appoint their directors, even 
though shares in the two companies, 
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nes of Hendra and his associates. 
Harapan Import: & Export’ s bal- 
ance-sheet at end-1984 consisted mainly 
of current assets of $$84.2 milion, and 
current liabilities of S$78.6 million. The 
liabilities are made up of S$51 million 
owed to banks; and $$27.6 million owed 
to "companies in which one of the direc- 
| tors has a substantial interest," accord- 
ing to an accounting note. Virtually all 
| ofthe current assets —5583 million — is 
E oresented. by "amounts due from 
companies in which one of the directors 
| has a substantial interest,’ ' including 
| $$23.6 million owed by the holding 
a gompany,. Parapan (Singapore). 












Es "he bank loans to Harapan Import 
«4 & Export are secured by directors’ 
guarantees, and by a‘ “negative pledge” 
not to charge the company’s assets to 
anybody else. Peat Marwick Mitchell, 
in its audit report, says that the ability of 
the company to pay its debts depends on 


As second Singapore Meridien hotel, | 


Singapore market. 
proposition for Hendra has been his 
“Glass Hotel,” located on a secondary 





in the Orchard Road tourist district, is 
controlled jointly by Hendra's private 
and public interests. The publicly 
quoted TCP owris 51% of Good Prop- 
erty Land Development, which owns 
the Orchard Road Meridien. Hendra 
and his associates own the rest of Good 
Property. The property valuation of | 
$$165.7 million in Good Property'send- | 
1984 balance-sheetis subject to an audit 
qualification from Peat Marwick Mit- 
chell identical to that made in [ERES of 
Richland. * 

Both Meridien hotels are up and run- 
ning, their internationally known man- 
agement company offering them at least 
some competitive edge in the cut-throat 
A more difficult 


site on Outram Road, north of the cen- 
tral business district ‘and west of Or- 
chard Road: The Glass Hotel, so 


Secure 
Hoidings 
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the recoverability of its own loans, and 
that the auditors “have not been able to 
obtain adequate information to enable 
us to determine whether the amounts 
are recoverable in full." | 

" Harapan (Singapore)s other sub- 
sidiary, Richland Development, owns- 
the Meridien Hotel near Singapore's 
Changi Airport. It reported at ënd-1984 
. property assets of $$55.3 million, net 
current liabilities of S$13.6 million, 
|. long-term liabilities of S$36.6 million 

and shareholders’ funds of S$6.4 mil- 
lion. Auditors Peat Marwick Mitchell | 
said that the company's property had 
not been revalued recently because "the 
company's directors are of the opinion 
that diminution in value of these prop- 
erties, if any, is not considered perma- 
nent and accordingly, no adjustments 
are made to their carrying values in the 
|. accounts." The auditors added that "in 
| View of the current uncertain property 

market, we are unable to determine 
ether any provision is required i in re- 





TEN Because T its unusual cur- 
tain-walled design, was going to be call- 
ed the Hotel Nikko until the termina- 
tion in October 1984 of a management 
agreement with the Japan Air Lines 
Development Co. The Glass Hotel is 


now due to open later this year under 


the management of Pacific Hotels Inter- 
national, a small privately owned Singa- 
pore concern. 


CP owns 51% of Bestland Develop- | 

ment, the Glass. Hotel's holding | 
company. The other 49% used to be 
owned privately by Hendra and his as- 
sociates, but was sold last year to Town 
and City International (TCT), a publicly 
quoted Hongkong company, formerly 
called Whitman, which Hendra bought 
in 1983. TCI paid Hendra S$31.7 mil- 
lion in cash and shares for the Bestland 
stake. ^7 

Bestland’s accounts for calendar 
1984 show shareholders’ funds of S$56.7 
million, again subject to audi 
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| S$17.5 million in net assets, ac 
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raising potential was sut 
tially exhausted by the 
of last year. And Henr 
previous strategy of 
mg his capital by selling 
vately held assets mto: 
public companies also 1o 
to have run ifs course, si 
-of a miraculous turnarour 
in the Singapore propert 


market. 

Shares. in TCL thou 
listed in Hongkong,” 
scarcely traded. Investors w 
may have bought into t 
company hoping. to becom 
part of a go-go empire [ 
stead found themselve: 
ing effectively a-direct 
ment in a so-far une 
hotel, the 49%: of B 
' which constitutes TCTs: 
Tang significant asset. 
TCP, listed in Singapore, 
shareholders’ funds of S$158.13 a 
at end-1984. But this included S$ 
lion of goodwill, which TCP paid in 
when it acquired fram Hendra 
sidiaries with an underlying attrib 











to a note in TCP's 1984 annual r 
On this equity base TCP was suy 
at end- 1984 S$39.6 million in short- 
secured bank loans, 5$117 m 
long-term secured b ank — 
million borrowed from a direc 
$$46.6 million owed to the U RA À 
premium but currently subje 
three-year capital moratorium 
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lished financial nU w vas 












t 


| a Burns Y 30 June *40 

| | Philp 

| B (Australia 
3 MIM .| Q20 Sept. | A$18.2m +230 | A$320.9m 

.| Holdings (US$12.9m) (US$226.8m) 

| (Australia) 
. | Hanjin T 31 Dec. | Won 12.5b Won 118.67b Won 55 
l | Transportatio (US$14.0m) (US$133.3m) (same) 
|| (South — 
| ERU 

— ae He: half-year. : Ri "mm et i Id ex — * f: 


E = = — & = E 
—— *— — A — — — 


lad — * 
^ - M 
L d 


By Robert Cottrell in Hongkong 


J ohn Mao Kai-yuan began in 1977 try- 
ing to raise some urgently needed 


f | working capital for a family shipping 


business. He ended up in 1982 writing 
dud cheques to a cumulative total of 
US$21.7 billion, and helped in the pro- 
cess to bring down Hongkong's Hang 
Lung Bank and a local deposit-taking 
institution, Dollar Credit Finance 
(DCF). 

Mao was sentenced by Hongkong's 
Supreme Court on 11 October to three 
years’ jail, after pleading guilty to 
charges of conspiracy to defraud. Hong- 


kong police are pursuing inquiries into: 


other, larger banks through which the 
cheques were routed. 

Several Hang Lung and DCF execu- 
tives have been or will be charged with 
helping Mao execute the fraud, which 


was of the type commonly called 


"cheque-kiting." It involved writing a 
succession of fraudulent cheques on 
overseas bank accounts, and borrowing 
money against each new cheque to 
cover the amount due when its. pre- 


| decessor was presented for payment. 


By September 1982, when the 
scheme collapsed, funds amounting to 


US$153 million had been embezzled. 


These losses were borne by Hang Lung 
(US$124 million), DCF (US$19 mil- 
lion), and Overseas Trust Bank or OTB 
(US$10 million), when the final tranche 
of cheques which they had bought from 
Mao ‘was presented in the US and dis- 
honoured. OTB itself collapsed in June 
1985, apparently a victim of fraudulent 
dealings. Both it and Hang Lung are 
now owned by the Hongkong Govern- 
ment. 

« Mao’s cheques were written on the 
accounts of three otherwise dormant 
Panamanian companies. A cheque, 


drawn on one of these companies’ US 
bank accounts, would be presented to 


A$34.46m 
(US$24.4m) 
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vin the company of thieves 


A Hongkong cheque scam grows into a US$22 billion debacle 


DCF in Hongkong. DCF would arrange 

for the cheque to be sold to a local bank, 

usually Hang Lung. Hang Lung would 

in turn pass the cheque on to à corres- 
ondent bank in the US, which would 
e asked to collect the funds. 

As soon as Mao had presented the 
cheque to DCF, he would receive an 
equivalent line of credit in Hongkong 
dollars from Hang Lung. Mao would 
use this cash to buy US dollars, which he 





Hang Lung Bank: executives charged. 


could then deposit in the bank account 
on which a previous cheque had been 
drawn — in time to cover the amount 
due when that earlier cheque was finally 
presented for payment. By the time 
payment was made against any one 
cheque, another cheque would already 
have been written to continue the cycle. 
Each new cheque had to be slightly 
larger than its predecessor, in order to 
cover bank handling and foreign-ex- 
change charges. But Mao says he also 
found himself having to cover amounts 
being stolen by his collaborators from 
the funds which passed through the 
books of Hang Lung and DCF. The vol- 
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Sale of unprofitable assets boosted profits of food, 
hardware and shipping operations while Papua New 
Guinea and Pacific offshoots returned to profit. 


Turnaround to profit in first quarter, the second profitable | ' 
one since heavy losses in nine months to March 1985, 
largely due to cheaper AS. staff cuts and other — 


¥1.5t 
(US$7.0b) 


AS1.3b +11.2 


(US$918.7m) 
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ies more than doubled 
each year, and the original aim of 
financing Mao's shipping business was 
soon swamped by the need to finance 
the fraud itself. 

The scheme collapsed when Hang 
Lung Bank suffered an apparently unre- 
lated “run” in September 1982, attract- 
ing an official scrutiny of its books dur- 
ing which the bank dared not handle the 
by-then huge daily flow of fraudulent 
cheques. Mao, several DCF executives 
and most of the finance company's as- 
sets vanished in the direction of Taiwan, 

Mao told Hongkong authorities in 
1983 that he was willing to help them in 
their inquiries, but found it understand- 
ably hard to convince them of what was 
to him the most important part of the 
story: that he himself, far from benefit- 
ing from the fraud, had actually lost 
money covering the alleged thieving of 
his collaborators. His family business 
had collapsed, and his wife had left him. 

Two years of investigation convinced 
the Hongkong police that Mao was tell- 
ing the truth. He returned to the terri- 
tory in August this year, and pleaded 
guilty a month later on the basis of a 
statement of events agreed with Crown 
prosecutors. 

Prosecutions are now in train against 
two DCF and two Hang Lung Bank of- 
ficers. Charges are also outstanding 
against three men who remain outside 
Hongkong's jurisdiction: Willie Yu Sit- 
chiong, the former chairman of DCF; 
Richard Yu Lap-lui, a DCF executive, 
and Cheng Eng Kuan, a former Hang 
Lung Bank executive. 

The Mao case means at best embar- 
rassment for some other banks which 
maintained the accounts on which the 
US dollar cheques were issued. During 
just 18 weeks of 1982, a Mao company 
drew cheques totalling US$4.2 billion 
on an account with Citibank in Chicago; 
between 1980 and 1982, US$15 billion 
was drawn on an account held with Ban- 
que Indosuez, again in Chicago, and be- 
tween 1977 and 1980, US$2.5 billion on 
an account with American Express in 
New York. 









ECONOMIC MONITOR 
Price slump hits exports 


re fall in world prices for a num- 
ber of commodities has checked In- 
donesia’s drive to boost its non-petro- 
leum exports. Exports from the non-oil 
sector in the first half of 1985 rose only 
2.2% over the same period last year, far 
below the projected 15% annual pace 
which, it was hoped, would soften the 
predicted fall in oil income. 

But a surge in export-commodity 
volumes was met by dismal prices. Rub- 
ber, the country's second-largest non- 
oil export after wood products, 
grew 1% in volume but plunged 
23.4% in value, to US$374.4 mil- 
lion. Volume in non-ferrous met- 
als (mostly tin, nickel and 
aluminium) climbed 46% but in- 
come rose only 3% to US$253.4 
million. Similarly, tea exports 
climbed 4% in volume but fell 
21% in value; prawns went up 
1% in volume and down 10% in 
value, and electrical equipment 
and parts rose 32% in volume but 
dipped 26% in earnings. 

[n other areas, wood-product 
exports (mostly plywood) rose by 
US$42 million, but were off- 
set by a US$51 million fall 
in log and rough-timber sales. 
Income from coffee, the third-largest 
non-oil export, showed a US$6 million 
gain. 

Ironically, major improvements 
offsetting these losses were in such areas 
as textiles and clothing, which are most 
threatened by protectionist legislation 
in key markets. Over the June 1984 to 
June 1985 period, Jakarta's yarn and 
fabric exports grew (in value) by 26% 
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and clothing 41% , to total US$315 mil- 
lion in the first half of this year. 
However, the protectionist Jenkins 
Bill on textiles imports now making its 
way through the US Congress, has 
heightened anxiety that these gains 
could be halved. If the bill becomes law 
in its present form, Indonesia stands to 
lose 85-90% of its share of the US 
market. Not comforted by President 
Reagan's statements of opposition to 
protectionist legislation, Jakarta tex- 
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tiles groups filed protests against the bill 
through the US Embassy in October. 

Exports made one other significant 
gain. Vegetable oils, in short supply 
domestically about a year ago, moved 
into a major export category, earning 
US$166.6 million in the first half. In the 
corresponding period a year previously, 
income from the same products was less 
than US$10 million. 
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As expected, though, nothing could 
stave off the plunge in oil income, still 
accounting for some 69% of all foreign 
earnings. The plunge in prices and con- 
tinued soft demand, especially by prin- 
cipal buyer Japan (REVIEW, 8 Aug.) re- 
sulted in US$1.48 billion less income 
than in the first half of 1984. The con- 
sensus at a recent conference in Jakarta, 
celebrating Indonesia's 100th anniver- 
sary of oil production, was that the mar- 
ket would not be picking up in the near 
future. 

The government has been able to 
maintain a healthy USS2.1 billion trade 
balance despite the overall 13% 
fall in export income, through à 
combination of import controls 
and high duties. But authorities 

ather more criticism as they al- 
— import monopolies to indi- 
vidual companies to control the 
flow of goods like steel, resins 
and agricultural goods, charging 
high prices to consumers 

April's presidential instruc- 
tion which instituted offshore 
customs-inspection procedures 
for all Ihdonesia-bound goods by 
a Swiss surveyor, has also had the 
effect so far of slowing imports, 
though the idea was partly to 
speed them up and eliminate 
much of Indonesia's ports and 
customs bureaucracy. Importers com- 
plain that the surveyor, Societe 
Generale de Surveillance (SGS) of 
Geneva, does not have a large cnough 
network to efficiently inspect goods be- 
fore they are packed and loaded for 
shipment to Indonesia. Goods are said 
to sit in plants and ports for as long as 
three weeks waiting for the SGS inspec- 
tor to arrive. — Paul Handley 
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TONGKONG: Prices continued firm at the open- 
ing of the period, buoyed by moves from major 
shareholders to delist International City Hold- 
ings. But that news was unable to sustain punters' 
nterest for long. The Hang Seng Index fell stead- 
ly for most of the period but picked up on the last 
day on rumours that the Hongkong-based airline 
Cathay Pacific might soon be floated. But that was 
lot enough to offset earlier losses and the index 
yound up with a 23.41-point loss at 1,594.35. 
Trading remained at a low daily average of 
HKS$182.17 million (US$23.3 million). 
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J: A strengthening yen influenced both 
volume and price. Many foreign-currency related 
issues rose on the expectation of higher profits due 
to cheaper fuel and raw-material imports. Taiyo 
Fisheries, thanks to a slashed fuel bill, rose. Some 
blue-chips staged a dramatic pare (but not vol- 

ime) recovery, notably Toshiba, but there were 
doubts whether the gains would be sustained. The 
Dow Jones Average climbed steadily, hitting 
13,017.29 points on.14 Oct. Volume settled, aver- 
aging 386.75 million shares. Nippon Steel, set to 
enjoy cheap coal and iron ore from the US dollar's 
fall, dominated volume along with Mitsubishi 
Teavy Industries. 

<a 
: NC PURE: Bears were in action again with sell- 
ers outnumbering buyers as short-selling re- 
mained a consistent phenomenon. Although 
here was some selective buying of blue chips 
(rumoured to be by foreign institutions), local in- 
terest centred around second liners. The continu- 
ing crisis in the Malaysian Chinese Association 
further dampened sentiment. The Fraser's Indus- 
trial Index lost 68.19 points during the period to 
close at 3,943.66 on 14 Oct. Turnover was low 
vith an average of 16.91 million shares changing 
ands daily. 

UALA LUMPUR: The market saw another 
yeriod of consolidation as indecisive investors 
raded fewer shares. Average daily volumes drop- 

d to a more normal 21.3 million shares, worth 
A$48.9 million (US$20 million), as prices for the 
iore solid listings dipped, especially on the last 
lay when Fraser's Malaysia Index shed 40 points. 
some of the more speculative performers in re- 
ent weeks, such as Roxy Electric and Raleigh Cy- 
sles, also plunged. Most finance counters closed 
lower. Most analysts expect the downturn to con- 
tinue for several weeks as the overbought market 
- adjusts to more realistic values. 









































— TAIPE! After an up-and-down period, the mar- 
- ket declined slightly, closing 2.4 Bonis Mer at 

14.84. The weighted price index rose slightly at 
the beginning of the period. But the first day of 
_ trading after a one-day break for the Double 
Tenth holiday brought a sharp, 10-point drop in 
response to the passage through the US House of 
Representatives of the Jenkins Bill, which would 
‘cut Taiwan's textiles exports to the US by 40%. 
‘The market recovered slightly by the end of the 
| period on hopes that the recent decline of the US 

"dollar, to which the NT dollar is loosely pegged, 









would help Taiwan's exports. Trading volume was 
moderate, with daily transactions averaging 
NT$520 million (US$13 million). 


AUSTRALIA: The markets notched up four suc- 
cessive record highs, during the period, spurred 
by speculation about a partial bid for Australia’s 
biggest company, Broken Hill Proprietary Co. 
(BHP), and other continued takeover activity. 
The All-Ordinaries Index jumped 19.5 points to a 
new peak of 1,036.5 underpinned by strong indus- 
trial stocks which boosted the All-Industrials 
Index 31.6 points to smash through the historic 
1,500 barrier to 1,505.5. Turnover peaked at a 
heavy A$208 million (US$146 million) on 10 Oct. 
Market pundits said BHP was the key to the re- 
cord market rise. 


NEW ZEALAND: The market fell sharply at the 
start of the period before rebounding during the 
—— days. But bearish sentiment still pre- 
vailed. The local currency continued to strengthen 
against other major currencies and with inflation 
at least 10% higher than the country’s major trad- 
b partners, local companies would be facing a 
difficult year. In addition, current wage talks 
scemed set to drag on, with the prospect of indus- 
trial trouble likely. 


SEOUL: The composite index fell 0.72 of a point 
to close the sluggish period at 138.45. Trading 
plunged to a daily average of 17.85 million shares. 
Analysts attributed the fall to profit-taking and 
impatience among investors who had been expect- 
ing for several weeks to hear of government plans 
to allow local firms to issue convertible bonds 
abroad. Machinery issues led the fall, with a sec- 
toral drop of 6.01 points, and transport equipment 
followed. down 5.91 points. Construction shares. 
fared the best, up 1.49 sectoral points, with Lucky 
Development, a construction firm, recording the 
largest single gain of the period. 


MANILA: A special sale of Globe Mackay boosted 
turnover in an otherwise dull period. Of the total 
value of 220.04 million (US$1.1 million), Globe 
Mackay accounted for 68% while Philex Mining 
(both A and B shares) contributed 12.4%, Share 
rices ended mixed. Gains were posted mainly by a 
ew commercial-industrials and mining issues. 
The commercial-industrial index was up 6.99 
ints to close at 174.58, the mining average shed 
.87 to 667.36 (after advancing by as much as 
10.73 points), while the oil indicator lost 0.018 to 
0.779 on opening day and stayed there throughout 
the period. 


BANGKOK: The market opened the period. 
lower, with some buying support seen at mid- 
week. Blue chips such as Siam ement, Siam City 
Cement and Siam Commercial Bank benefited 
from the buying interest. However, most active 
players continued to take a wait-and-see posture 
and trading activity was low. The Book Club 
Index gained 0.35 of a point to close at 131.96. 
Volume for the period fell to 342.218 shares, worth 
Baht 59.1 million (US$2.2 million). 
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Thais new A300-600. Photographed flying over 
anairport you used to have to stop at. 


Its what Thais new Airbus doesn’t do that's so 
exciting. It doesn't have to stop as often as the conven- 
tional Airbus, because it's a lighter-bodied aircraft with 
specially developed General Electric CF6-80C2 jet 
engines. 

So, when you're catching up with the paperwork 
for that all-important business meeting, you won't have 
to stop either. 

Our revolutionary new, longer-hops, fewer-stops 


Airbus is another first for Thai. No surprise when you 
consider we pioneered the Airbus in Asia. 

And were the first airline in the East to bring you 
first class comfort at full economy rates. 

The largest Airbus operator in Asia now serves 
forty cities in thirty countries across five continents. 

And we pride ourselves | 
in only stopping at the airports «3 Tha t 
you want to stop at. Smooth as silk 








Panasonic's FP-1520 plain paper copier can 
reproduce all kinds of originals — even colour or 
black-and-white photographs — with startling clarity. 
Because our exclusive Magnefine process uses 
minute copying particles to capture even fine lines 
and halftones beautifully. Combine that with edge- 





Get theWhole Picture... 


to-edge copying (up to 15 copies/minute), two-step 
enlargement, and three-step reduction, and you've 
got a clear picture of quality. 











Just because you receive the whole picture 
doesn’t mean you have to pass it all on. Maybe there 
are some figures, pictures, or copy that are for your 
eyes only. With the optional E’S editing system 
deletions, transfers, and centering can be performed 
without cutting and pasting. 

First, place the original on the E’S and, using the 

; ^ attached stylus, indicate 
INESSE FY the areas to be deleted 





E AS take the original 


and align it in the 


SEES same position on 


E?S Editing System 


GiveWhatever You Want. 


EAS orrepositioned. Next, 





the FP-1520. Your copy will come out exactly as 
commanded. A second E?S board will enable you to 
transfer material from one document to anothe 

Once again, Panasonic technology gives you 
more. What you give is up to you. 


Panasonic, 


Office Automation 4 





Panasonic, along with National, is a brandname of Matsushita Electric. 





To our bank, individual attention means having $ 
one and the same person taking care of all aspects of 
Private Banking. 

With the backing, mind you, of 1194 people, 230 years 

experience and Switzerland's far-reaching opportunities 


as a centre of finance. 





From our bank's point of view, discretion 
is, therefore, not a question of the cus- 


tomer's anonymity but rather the personal 
relationship between the customer and us. 


Bank Leu 


Bank Leu Ltd, the oldest Swiss bank, founded in 1755. 

Head office: Bahnhofstrasse 32, P. O. Box, CH-8022 Zurich, telephone (1) 219 1111, telex 812 174, cable bankleu zurich. 

New York branch: 375 Park Avenue, Suite 310, New York, N.Y. 10 152, telephone (212) 418-0300, telex ( WUI) 666 924. 
Affiliated banks in Geneva, Basel and Nassau/Bahamas. Representative offices in Amman/Jordan and Tokyo (opening 1986). 


Stabilizes newly built 
industrial plants on a high 
production level 


and 


Revitalizes already- 
existing plants in order to 
increase productivity. 


VOEST-ALPINE 
industrial Services Corp. Ltd. 
Postfach 2 


KremplstraBe 5 
A-4010 Linz/Austria VOEST-—- ALPINE 
Tel. (0 732) 585-1 


Telex 2209-259 INDUSTRIAL SERVICES 























he Ban Na Pho detention centre for 

displaced Lao lowlanders at this 
northeastern Thai province bordering 
Laos was never intended to provide lux- 
ury or comfort. Since its establishment 
in 1981, Ban Na Pho was and still is 
meant to be an austere camp — basic 
necessities such as food and shelter are 
taken care of, with a minimum of other 
amenities, 

The “austere” status is part of Thai- 
land’s humane-deterrence policy to dis- 
courage more Lao from coming. The 
same rationale applied with the closure 
of another camp in Nong Khai at about 
the same time Ban Na Pho was set up. 
Close to the border, the Nong Khai 
camp’s location was seen as a “pull” fac- 
tor; its population was subsequently 
transferred to the new site which | 
further away from the Mekong River. 

The policy seems to have worked in 
the initial period. From the high levels 
of over 48,000 in 1978, 22,000 in 1979, 
29.000 in 1980 and 16,000 in 1981, arriv- 
als (of lowland Lao) plummeted to 
3,203 in 1982 and 4,571 in 1983. But 
owing to a number of factors, the trend 


Ban Na Pho camp: resettlement delays. 


has since been picking up and is once 
again reaching an alarmingly high rate. 
According to UN High Commissioner 
for Refugees statistics, new arrivals gal- 
loped to 14,616 in 1984 and 12.492 dur- 
ing January-July 1985. 

Western refugee-affairs officials at- 
tributed the new influx to the start of re- 
settlement from Ban Na Pho two years 
ago. For the first two years, no one was 
resettled, which underlines another fea- 
ture of the humane-deterrence policy. 
But resettlement processing began in 
March 1983 and the first group left for 
third countries. shortly afterwards. 
News of the departure was seen as 
another pull factor. 

Other sources believed that certain 
political developments in Laos also fea- 
tured highly behind the new influx. In 
late 1984, the Vientiane regime tight- 
ened its socialist grip by decreeing man- 









PAISAL SRICHARAT 


| LETTER FROM NAKHON PHANOM 


datory participation in state-run 
cooperatives by private producers 
(against the previous system of volun- 
tary participation) and curtailing pri- 
vate Lao-Thai border trade. 

Although a vast number of the Sino- 
Lao mercantile population had fled at 
varying stages since the communist 
takeover in 1975, some remnants re- 
mained behind. These latest develop- 
ments are said to have sent them run- 
ning across the Mekong. Another siza- 
ble portion of the new arrivals com- 
prised of young men in their late teens 
or early 20s who, together with their 
families, escaped military conscription, 
And finally, there was a smaller number 
of former rightist officials who fled after 
their release from various re-education 
camps in the northern Plain of Jars. 

The influx is causing serious physical 
and psychological strains to the popula- 
tion of Ban Na Pho. Its current popula- 
tion is roughly 40,000 — or twice the 
size that the camp was originally de- 
signed for — and still increasing. 

Signs of over-crowding are much in 
evidence. According to long-time resi- 
dents, the football field, 
once a popular playground 
for youngsters, as well as 
the classrooms, have been 
encroached by living quar- 
ters. Some of the older 
bamboo huts are now 
erected with second and 
third floors. “In the event 
of fire or disease, the casu- 
alty could be damaging,” 
commented one Bangkok- 
based Western official. 

Food rations are 
adequate and probably 
better than for some of the 
poor That villagers living 
in surrounding areas. 
However, severe psycho- 
logical frustrations — aris- 
ing from living in a “de- 
tention centre” where freedom of move- 
ment is restricted and the long delay 
before resettlement — are haunting 
many camp residents. It was proba- 
bly one of these factors which contri- 
buted to the recent suicide of a 28-year- 
old woman. Camp residents said she 
was frustrated by the ineligibility for re- 
settlement but this could not be con- 
firmed. 






CHANYA 


U nlike other Indochinese "refugee" 
camps in Thailand, Ban Na Pho is a 
detention centre for displaced persons. 
By this status, there is no concerted pro- 
fessional training except a limited 
sewing-machine course for women ad- 
ministered by the YWCA —- and the 
only language taught the children is 
Lao. Residents are not allowed to leave 
the camp and there is a 9 p.m. cur- 
few. 




















Apart from Ban 
Na Pho, two other 
camps at Ban Vinai 
in Loei province 
and Chiang Kham 
in Phayao province 
housed 52,770 
highland Lao, 
mostly Hmongs (as 
of July). Although 
the more than 
40,000 at Ban 
Vinai, an old 
camp, are entitled 
for resettlement, 
the majority have 
chosen to remain where they are. Reset- 
tlement of the hilltribes plummeted 
from a high of nearly 29,000 in 1980 to 
only 4,437 in 1981 and has since been 
below that level. 

Given that most of the Lao hilltribe 
refugees in the US, Canada and France 
have adjusted badly to the Western en- 
vironments — with many, particularly 
older people, living under severe cul- 
tural and psychological stress — the de- 
cline is hardly surprising. Exhortations 
by Hmong leader Vang Pao, now living 
in the US, for young men to stay behind 
in the (seemingly futile) hope of 

“liberating” the highland Laos are 
understood to play a contributing fac- 
tor. Meanwhile, there is no resettle- 
ment —— at Chiang Kham, a re- 
latively new detention centre set up in 
March 1983. 

In an apparent effort to curtail the in- 
flux, particularly of lowland Lao, Thai 
border authorities this year are said to 
be more stringent in executing a long- 
standing cabinet order which in effect 
authorises them to turn back those ar- 
riving on the Thai side. An informed 
source in Nong Khai said officials have 
become more selective — priority of ac- 
ceptance is given to those who served in 
the pre-1975 royalist government or 
armed forces. 

In July, the Thais also commenced 
an “individual eligibility screening” pro- 
gramme whereby border district offi- 
cials would conduct the initial screening 
to determine whether the newly arrived 
are entitled to refugee status — by em- 
ploying the broad criteria of whether 
they are persecuted or have a genuine 
fear of persecution. The programme 
carries the distinct implication that 
those found not eligible would be 
turned back. 

It is unclear whether some have been 
turned back; likewise it is premature to 
try assessing the programme at this 
early stage. However, some Western of- 
ficials are hopeful that once the pro- 
gramme is methodically and consist- 
ently implemented, it would lead to a 
small but steady number of new arrivals 
who will be resettled fairly quickly. 

— Paisal Sricharatchanya 
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Westin Hotels proudly 
returns to Singapore — 
with the new Westin 
Plaza in Raffles City. 
Right in the heart of the 
business centre. With 796 
world«lass rooms and 
suites. The finest 
international cuisines. 
Plus all the amenities 


one expects from a 
Westin Hotel. 


The Westin Plaza — the 
Spirit of Singapore. 


WESTIN HOTELS 


RAFFLES CITY 


Call your travel agent or the Westin Hotel 
in your city or telex RCHTLS RS 22206 
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PHILIPPINE PLAZA 
IN MANILA 


The Philippine Plaza. On 
historic Manila Bay right 
in the heart of the city. 
Sprawling acres of 
tropical parkland. 700 
world «lass guestrooms 
offering breathtaking 
views of one of the 
world's greatest sunsets. 9 
dining and entertainment 
outlets. Extensive 
recreational facilities 
including Asia's most 
spectacular pool. 


WESTIN HOTELS 
Philippine Plaza 
Call your travel agent or the Westin Hotel 
in your city or telex 40443 FIL PLAZA 
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Where now, Victoria? 


Bunny Suraiya's reminder [10 Oct.] of 
the Empress of India sitting in regal ob- 
livion next door to the Bombay Zoo 
prompts a concern for the fate of Hong- 
kong's bronze Victoria. 

Cast in Pimlico for the Diamond 
Jubilee, she was carted off to Osaka as a 
PoW during World War II and narrowly 
avoided being turned into canon for the 
Japanese war effort. 

True, she no longer occupies the 
prestigious Statue Square where her 
former 75-ft plinth would hardly be tol- 
erated as years ago. But she continues 
to show a sharp sense of survival and 
now sits incognito at the entrance of a 
Hongkong park. 

As 1997 approaches and her sun 
eventually sets this finely sculptured old 
lady will hopefully find an appreciative 
home. It is difficult to imagine a queen 
being allowed to stay on — a chairman 
will have greater claim for immortality. 
Hongkong Tony Crilly 


Historical dilemma 


Robert Delfs [29 Aug.| has intelligently 
summarised an outstanding World 
Bank study about the long-term econo- 
mic outlook for the People’s Republic 
of China (PRC). However, even though 
the three scenarios (quadruple, moder- 
ate and balance) have largely covered 
all the alternatives, both he and the 
World Bank might have indifferently ig- 
nored one major crucial factor in pro- 
jecting the PRC's economic perform- 
ance: the dilemma of China's revolu- 
tionary history. 

It has become a general consensus 
that the real problem in China’s future 
economic development is neither popu- 
lation control nor efficient usage of its 
resources, as claimed by Delfs and the 
World Bank. China can successfully im- 
plement its population control one way 
or the other (education or persuasion) 
as was the case in all the other major de- 
veloping countries. Economic reforms 
in the agriculture and industrial sectors 
are also likely to persist into the 21st 
century, with perhaps occasional policy 
zig-zags in China's modernisation drive. 

The predominant risks lie in. two 
rather random factors: weather and po- 
litical revolution, which were the 
reasons for economic setbacks in the 
past three-and-a-half decades (since the 
founding of the PRC in 1949). China's 
economic revolution and Four Moder- 
nisations policy will be strong enough to 
guarantee fulfilment of its dream targets 
of quadrupling gross value of industrial 
and agricultural output (GVIAO), and 
per capita income will reach US$800 by 
the year 2000 if, and only if, there is no 
major weather disorder or political up- 
heaval. 
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The development of so-called “un- WESTIN HOTELS ASIA 


healthy tendencies” appeared before 
the previous political revolution includ- 


ing the 1956 Movement of Hundred SHANGRLLA 

Flowers, the 1958 Great Leap Forward. 
| the 1966 Cultural Revolution and the 1976 IN HONGKONG 
Gang of Four. The 1984 spiritual pollu- 
uon campaign against material incen- 
tive and "unhealthy tendencies" such as 
corruption, bribery and falsification of 
Statistical data has again cast doubt on 
China's political as well as economic sta- 
bility. 

As stated in the quadruple scenario, 
to hit the targets, per capita gross 
domestic product must rise at an aver- 
age annual rate of 5.5%, agricultural 
and industrial production must rise at an 
average annual rate of 4.5% and 8.0%, 
respectively. To give an example, 
China’s industrial production rose a 
hefty 23.1% and agricultural produc- 
tion increased 16.0% in the first half of 
1985. Both figures were nearly three 

times higher than both the state target 

and the target set in the World Bank's 

study — clear evidence that it is not a 

difficult job to reach the target, despite 
the fact that China will encounter some 





The Shangri-La. Where 
doing business is a 
pleasure. With the largest 
guestrooms in the city. 
Fully-equipped Executive 
Centre and Health Club. 
24-hour room service. 
Eight fine restaurants 
and lounges. 








NY 


Bi Shangri.La hotel 
HONG KONG 


L all your travel age 


infrastructure problems of energy and 
transportation in the coming years. 

Although | am = optimistic about 
China’s future modernisation drive, the 
Deng Xiaoping administration should 
pay more attention to tackling the po- 
tential weather disorders and political 
conflicts rather than simply looking at 
the foreign-exchange reserves, export 
growth and the GVIAO figures. 


Boston Andrew Lin WESTIN HOTELS ASIA 


Democratic chance AKASAKA PRINCE HOTEL 
The Taiwan COVER STORY by Carl IN TOKYO 


Goldstein [5 Sept.] is a balanced, up- 
dated report about the current political 
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situation on the island. The reason why The Akasaka Prince 

| Taiwan’s future is worth attention is Hotel. 40 storevs of 
simple: among three other Chinese luxury. 76] rooms with 
societies — mainland China, Hong- * 

ie ii toda » wide, spectacular views, 

kong and Singapore l'aiwan has the € x — 
best chance of evolving into a really st | 12 superb restaurants 
democratic country. If Taiwan made it, TIN | and lounges. Over 
that would be a milestone in China's -— meeting and banquet 
3,000-year history. T. facilities. Shopping and 


In the past 40 years, Taiwan's econo- 
mic success has created a substantial 
portion of middle-class citizens, a neces- 
sary backbone to a democratic society. 
Education has raised Taiwan's Chinese 
above the level of unreasoning mob; the 
majority of the people on the island do 
not believe in ideology, myth and 
taboo; the society is quite diversified, 
and finally, as Goldstein pointed out, 
quite a few scholars in the universities 
dare to speak out against the govern- 
ment's wishes. 

All of these factors would strongly 
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encourage political progress away from WESTIN HOTELS 

ilitary intervention. The role of a few v". IM eme qan 
—— | Akasaka PRINCE HOTE! 
of Tarwan's military strongmen should | uno ee ipn e 
not be over-estimated. Taiwan has in- EN LL ose ord Veo kt 
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HOTEL MERIDIEN 
SINGAPORE. 
SIMPLY ENCHANTING. 








Come to Hotel Meridien 
Singapore, the only 
international deluxe hotel in the heart of Singapore's 
Orchard Road that offers the unequalled style and elegance 
that is Le Raffinement. 

You'll feel it everywhere. 

From the unpretentious sophistication and culinary 
excellence of Le Restaurant de France to the unashamed 
style and comfort of our deluxe suites. 

Add to this all the facilities you've come to expect from 
an international hotel and you'll begin to understand why 
Hotel Meridien Singapore is the natural choice for 
discerning visitors to Singapore. 

Le Raffinement. Experience it now in two superb hotels 
in Singapore. Hotel Meridien Changi-Singapore and Hotel 
Meridien Singapore. 


For reservations. contact your travel agent or the Hotel Meridien Singapore, 100 Orchard Kd 


Singapore 0923 E ly phone r 14UNTN / 144855 Lele x RS50163 hic )MI KI 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


VEL COMPANION OF AIR FT 

















real democracy. The 18 million Chinese 
people of Taiwan deserve fair credit. 
Meanwhile, international mass 
media, such as the REVIEW, should en- 
courage the island to search for further 
democratic advances. Democratisation 
is like pregnancy either accouche- 
ment or abortion, there is no third way. 
Which way will you choose, Taiwan? 
Sweden l. B. Jiang 


Airport town 
Calling Makati a "former grassland” 
and a previously “sleepy town" [12 
Sept.| are not incorrect but neither are 
they complete statements. Makati was 
built in a unique position dead centre on 
the runways of the historic Nielsen 
Field, the predecessor of Manila Inter- 
national Airport. The three former run- 
ways are now Ayala Avenue, Paseo de 
Roxas and Makati Avenue as can read- 
ily be seen on any Manila area map 
though not so evident from the foot- 
paths. The former control tower is now 
an aeronautical motif restaurant. called 
Nielsen Tower of course, directly across 
Makati Avenue from the Peninsula 
Hotel. 
Virginia 


Threat to unity 


After reading countless letters alleging 
racial discrimination in Singapore, I can 
state clearly (as an Indian resident) that 
| have never encountered anv discrimi- 
nation. However, the move by the gov- 
ernment to allow foreign companies to 
operate in Singapore could make dis- 
crimination a real threat to the unity Sin- 
gaporeans have traditionally enjoyed. 
Recently, a Hongkong-based em- 
porium that set up shop in Singapore 
stated, in its handbook, that all employ- 
ees resigning from the company would 
be called up for an exit-interview to ver- 
ify their grievances. However, when à 
number of emplovees resigned from the 
company, only one Chinese employee 
was called up for an interview and per- 
suaded to stay on. Perhaps the REVIEW, 
which also comes from Hongkong, can 
take a cue from all this: "People in glass 
houses . 
Singapore 


Fred Donner 


P. N. Maniam 


A matter of clarity 


| refer to the sign "Attention, Workmen 
Unstuffing Ahead, Drive Slowly” 
[TRAVELLER'S TALES, 27 Aug.]. In 
Suva, we have a separate container yard 
where mostly the Less than Container 
Loads are unstuffed or devanned. The 
terms "stuffing," "unstuffing" or “de- 
vanning” are implied to mean loading oi 
unloading the containers. 

Vijay C. Narayan 
Fiji Ports Authority of Fiji 


e We thank the many other readers who 
have clarified this phrase. 
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DINERS CLUB 
1 E INTERNATIONAL 


3812 345b18 0009 


The few times I’ve needed emergency 
cash, I could rely on my Card. 





As a Diners Club member, 
you can walk into any spe- 
cially designated Citibank 
branch, participating bank 
or Diners Club office 
worldwide, and get the 
cash you need in an 
emergency. There are 
over 1,700 locations in 
over 70 countries that 
offer this service. 

And that’s just one of a 
world of services from 
automatic flight insurance 
to out-of-town office 
facilities. No wonder 
millions of travellers 
enjoy the privileges and 
services of the Club 
designed to meet the 
needs of the frequent 
traveller—The World Club. 


DINERS CLUB: 
INTERNATION. 


THE WORLD CLUB 
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Efficiency 


The mark of a superior bank 





In a top bank, complicated corporate lending 
assignments are handled by efficient, 
practical experts who have both the courage and 


competence to make decisions. 
UBS - the efficient bank. 








Union Bank of Switzerland # 38-01 Shell Tower 
Branch Offices in Asia Yurakucho Building Singapore 0104 : : 
Union Bank of Switzerland 10-1, Yurakucho 1-chome JE Union Bank 


Gloucester Tower Tokyo 100/Japan Union Bank of Switzerland 
11 Pedder Street Union Bank of Switzerland Bahnhofstrasse 45 
Hong Kong 50 Raffles Place CH-8021 Zurich 
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pines to restructure fundamentally its politically sensi- 

l| tive sugar and coconut industries. Sugar and coconuts are 
M the twin pillars of Philippine agriculture and the direct 
source of livelihood for more than a third of the country's 
population. However, nine years of martial law saw control 
of the industries pass to men close to President Marcos 
and they were run more with an eye to harvesting political 
favours than crops. As a result, sugar planters and coconut 
farmers have been poorly prepared to handle worldwide 
slump in markets. Now, as Manila bureau chief Guy Sacer- 


doti and correspondent Jose Galang report, the two international institutions are 
insisting on sweeping reform of the industries as a condition for further support 


of the Philippine economy. Pages 103-110. 


Cover photograph by Sandro Tucci. 





Page 16 

President Reagan sends a personal 
envoy to Manila with a tough message 
for Philippine President Marcos as US 
concern over the communist in- 
surgency mounts. 


Page 18 

Peking causes concern in Hongkong 
with a call for a slow-down in the pace 
of political reforms in the territory, 
casting doubt on just how much au- 
tonomy really will be achieved. 





Bm 
Pages 27-32 

The victory of the moderate Sikh Akali 
Dal in the September Punjab elec- 
tions brings relative calm to the state, 


but politicians there are not sanguine 
about the future. 


Page 34 

Malaysian Prime Minister Mahathir 
attends a Commonwealth meeting in 
Nassau despite his misgivings about 
the group's colonial past. 


34 
Pakistan's National Assembly unani- 
mously passes constitutional amend- 
ments which are seen as an important 
step towards the return of civilian 
rule. 
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Page 42 

Phnom Penh's ruling Khmer People's 
Revolutionary Party undergoes a 
major high-level shake-up reflecting 
problems in the military, the govern- 
ment and the party itself. 


Page 47 
Japanese investigators have yet to 
state the cause of a Japan Air Lines 
747 crash 10 weeks ago, despite a 
statement from the aircraft’s manu- 
facturer. 


Pages 49-88 

The Asian telecommunications and 
office-automation industry — and its 
markets — seem to be surviving the 
Silicon Valley shake-out. FOCUS re- 
ports. 


Page 94 

Taiwan has won a respite from US 
pressure after agreeing to substantial 
liberalisations of tariffs and trade bar- 
riers, an initial victory for President 
Reagan's ‘fair trade’ campaign. 


Page 118 


A group of major international finan- 
cial institutions is on the verge of 
forming a US$60-million-dollar fund 
to invest in equities in the newer 
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stockmarkets of Asia and other | 


emerging areas. 


Page 122 

After 15 years of independence, Fiji is 
faced with the decision on whether to 
develop export industries aimed at 
Pacific rim markets, or maintain a vil- 
lage-based way of life. 


Page 125 

Hongkong’s banking commissioner 
makes a stand against bringing a new 
form of deposit competition into the 
territory’s financial sector. 
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Reservations 


should be 
addressed to: 


General Sales Manager 
Far Eastern Economic Review 
7th Floor, Centre Point 
181-185 Gloucester Road 
GPO Box 160, Hongkong 
Tel: 5-734301 
Telex: 62497 REVAD HX 








EXTRAORDINARY 
DEVELOPMENT 
SITE WITH UNIQUE 
PERMIT 


Located 31-47 Williamsons Rd., 
Doncaster, Victoria, Australia. 


The Permit provides for the 
construction of a building 
similar to that pictured, 
accommodating 46 luxury 
strata title units. Land is zoned 
Residential, and measures 1.548 
hectares (3.75 acres) approx. 
Other residential development 
could occur on this site (subject 
to Planning consents). 
Situated in one of Melbourne's 
most prestigious Eastern 
suburbs, the site provides 
commanding 360° views, 
incorporating the City skyline, 
Port Phillip Bay, and 
surrounding countryside. 
For further details and brochure 
contact 


David Ong 
Director Residential Sales 
and Leasing Department 


ti Knight Frank 
Cheong Hock Chye & Baillieu 
IOI Cecil Street 814-01. Tong Eng Building 
Singapore MOS, Tcl 8* 31111 
Telex No: VALUER RS 34722 
Tender closes 3 p.m. 8th November, 
1985 at Baillieu Knight Frank Offices, 


25th Floor, 360 Collins Street, Melbourne, 
Victoria, Australia. 
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A 
Central Brisbane 
development 


opportunity. 


Under instructions from 
the Commissioner for 
M Railways, we proudly 

* offer this unique 
AERA ae site, in the heart of 
Brisbane City, for sale by tender. 





“CENTRAL PLACE” is over one 
acre (5,450 square metres) of prime 
inner city real estate overlooking 
Central Station and the commercial 
heart of Brisbane. 

It is now available for sale with a 
pre-committed office space lease of 
15,000 square metres to Queensland 
Railways. 

The successful tenderer is 
required to include costs of 
construction of associated railway 
works incorporating a new bridge in 
Edward Street over railway facilities. 


Tender documents will be issued 
to tenderers who have demonstrated 
the capability in financial, commercial 
and construction terms to undertake 
this work. 


QUEENSLAND RAILWAYS CN 


TENDER CLOSES 4 p.m. DEC. 16th 1985. 


All enquiries to 

"CENTRAL PLACE" TENDER 
Attention Mr. Tony Cotton 

G.P.O. Box 205, BRISBANE. 4001. 
QUEENSLAND. AUSTRALIA. 


MARKETED BY 


BRIGHT SLATER 


307 Queen St, Brisbane 4000. 07 31 2415 


FOR SALE BY TENDER 
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FOR SALE BY TENDER 


MAJOR 
AUSTRALIAN 
TOURIST 
RESORT 


GOLD COAST, 
QUEENSLAND 
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Spectacular investment 
opportunity. Established 
resort property leased to 
highly successful 
holiday management 
group situated in 
unique position. Also 
offered is adjoining 
development site 
containing 3,953m~. 
Share in the 
dynamic growth 
of Australia’s 
foremost tourist 
destination. 










For full particulars including colour brochure 
and investment report contact: 


* 
Macallister & 
Associates 
82 Ann Street, Brisbane, Queensiand 4000 Australia 
Telephone: 61 7 229 5588 Telex: 145403 MC 781 
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APPOINTMENTS 





DIRECTOR e 
Environment & Policy Institute 


Applications and nominations are being sought for a Director Environrmi 
Policy Institute of the East-West Center. The Center is a public, nonprofit educat 
stitution with an international board of governors. Some 2.000 research fellows. 9 al 
students, and professionals in business and government each year work win WW 
Center's international staff in cooperative study, training, and research. They e tn 
major issues related to population, resources and development, he enyirory 


ture. and communication in Asia, the Pacific, and the United States. The Center w e 
tablished in 1960 by the United States Congress, which provides principal fund Sut 


port also comes from more than 20 Asian and Pacific governments, as we! ile 
agencies and corporations 

The Environment and Policy Institute, one of the four at the | ler )CU S£ IP 
management of renewable resources and environmental quality in the 7 FACHE FH 
gion. Emphasis is on the interaction ol these natural resources and huma ciety. T 
purpose of the Institute's program is to contribute to the iong- tern stain abite r ct 
ity of these resources and to high levels of environmental quay Tw to al 
oration with Institute staff and Asian and Pacific isiand colleagues, will be expect f 
velop new programs building on present areas of institute work whic! fi 

è methodologies and techniques for environmental assi ont a 

analysis for the management of natural resource system | 


€ analysis of human interactions with the environment, includ j ) 
tional aspects of management | 
e forest land management, including socia! forestry, ar 
è water resources management, including watersheds 
Requirement Guidelines: (1) Ph.D. in one o! the natural or so 
mum of eight years full-time relevant professional experienct gi 
clear understanding of the interaction of renewabie resources, the environmer 
ciety; (4) a strong record of high quality research and publication, (5 mot 
strong leadership abilities in both research and administration, (b) past 


program development inciuding obtaining outside tunding. /7) demonstrat 
sense of vision and direction for the Institute; (8) ability to interact successfully w Ga 
ers in the region and to develop and implement programs; and (9) (preterred q i 
at least live years’ relevant research in collaboration with Asian and Paci 
leagues and institutions outside the applicant s home country 

The Director reports to the President and provides intellectua d 
leadership to a multidisciplinary academic staf! of about fifteen, à Sup J 51 
fifteen, and the several hundred research fellows, graduate student: i pr 
from throughout the United States and the Asia-P acihic region wt art T 


the institute s program 
Salary: $61,296 per year, depending on qualification: 
lowance of 22.5% (subject to change) 


Submit resume with cover letter which includes title of position y we apt 
narrative description detailing relevance of your qualifications and background ! er 
sponsibilities of the position, and names, addresses, and telephone numbe ht 


professional references. If a nomination, include name, current address, and telephone 
number of nominee. Applications must be received by December 31, 1 »et 
becca Dixon, Personnel Office, Dept. 655. East-West Center 151- Wt 
Honolulu, Hawaii 96848 


An Equal Employment Opportunity/Affirmative Action Employer 


GLOBAL CORPORATION 
SEEKS A COUNTRY 
GENERAL MANAGER 
FOR PEOPLE'S 
REPUBLIC OF CHINA 


An American company and high technology leader in electro: 
has a newly created opportunity for a Country General Manag: 
for the Peoples Republic of China. The pos e Dase 
Hong Kong 


As the senior Company representative ! 

ecutive will be responsible for al! operations 

efforts including P&L. Objective will be realization o 
multi- market opportunities in PRC. To accomplis! 
cal that the candidate poss a keen understandi 
tricacies of our high technology businesses f 
ment policy and its administration, as they 

invested corporation in PRC 


Excellent communication skills in both Mandarin 
Quages anc Ssuccesstul negotiatin |) experience 
private Sectors is required Exper ence with po! 
levels of the PRC Government in regards t 
operational issues will be beneficial. A techn 
diverse experience in manufacturing 
management, along with the necessary 

provide the qualifications for the executive we seek 
travel will be involved, with frequent trips to PRI 


This successful — business professiona 
proximately 20 to 25 years of experience. An MBA : 
vanced degree, preferably from a US institution is des 


A very attractive salary and benefit compensation package iS offers 
Interested individuals are requested to submit their resume/Curri 
lum Vitae to our confidential reader response service. Dept. #288 
Rada Recruitment Cómmunications, 2300 Merchandise M 
Chicago, Illinois 60654, USA 


RADA RECRUITMENT COMMUNICATIONS 
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. New multi-racial 


party in Malaysia 
The multi-racial Parti Na- 
sionalis Malaysia (Nasma) was 
registered on 10 October, mak- 
ing it the newest opposition 
party in Malaysia. But its birth 
sparked controversy almost 
immediately when union lead- 
er Ahmad Nor, president of 
the Congress of Unions of Em- 
loyees in the Public and Civil 
rvices (Cuepacs), was 
named its deputy president. 
Although some categories 
of civil serrant are allowed to 
join political parties, with per- 
Eisen. Ahmad drew flak for 
scemingly trying to give his 
union a political platform and 
he resigned the same day. Any 
received links between 
uepacs and Nasma are likely 
to embroil the newborn party 
in the union's present battle for 
a pay rise for civil servants, 
pues which the Malaysian 
overnment has adopted a 
tough stand, —Suhaini Aznam 


US senator blasts 
Sino-US nuclear accord 
US Democrat Sen. Alan 
Cranston has called for the re- 
examination of the Sino-US 
nuclear agreement, charging 
that the administration of Pre- 
sident Reagan has “withheld, 
suppressed and covered up in- 
formation" about China's role 
in supplying nuclear material 
to what he called five “nuclear 
outlaw” nations — Brazil, 
Argentina, Pakistan, South 
Africa and Iran. The senator 
also termed China’s secret non- 
roliferation assurances to the 
S “bunk.” Those assurances 
contained in a secret memoran- 
dum of conversations form an 
important part of the Sino-US 
nuclear agreement. 
While the State Depart- 


ment has denied the charge of a 


cover-up, the White House has 
refused to comment on the sen- 
ator's accusation. 

— Nayan Chanda 


Papua New Guinea has forci- 
bly repatriated 12 illegal immi- 
grants from the Indonesian 
province of Irian Jaya. Thistrig- 
gered a two hour-long riot on 
12 October in the Blackwater 
Creek refugee camp near the 
Papua New Guinean regional 
capital of Vanimo, on the bor- 
der between the two countries. 


The 12 were deported after 
serving prison sentences of up 
to eight months on immigra- 
tion and firearms charges, ac- 
cording to Papua New 
Guinea's acting foreign minis- 
ter, Tony Bais. Neither Port 
Moresby nor Jakarta official 
sources would confirm that the 
12 were deported at In- 
donesia’s request, or that they 
were guerillas of the Free 
Papua Movement in Irian Jaya. 

— Lincoln Kaye 


Thai 
result surprises 


Thailand's Democrat Party has 
scored another major by-elec- 
tion success in Bangkok, con- 
firming a significant swing 
away from Communication 
Minister Samak Sundaravej's 
troubled . Prachakorn Thai 
Party which captured almost all 
the seats in the capital in the 


1979 general election. Pichit 


Rattakul, son of Democrat 
leader and Deputy Prime 
Minister Pichai Rattakul, re- 
ceived just over 153,000 votes 
— three times more than his 
Prachakorn Thai rival in a con- 
stituency where it was believed 
a large military population 
might tell against him. 
— John McBeth 

Tragedy at Dhaka 
University hall 
Bangladesh has been mourning 
the tragic deaths of 34 Dhaka 
University students on 16 Oc- 
tober when the roof of one of 
the 11 halls of residence caved 
in while they were watching a 
popular locally produced TV 
serial. Two more died in hospi- 
tals later and the condition of 
six of the 90 injured students 
now in various city hospitals is 
still serious. The government 
observed three days of national 
mourning and President H. M. 
Ershad cut short his scheduled 
visits to the Bahamas and New 
York by a week. 

— S. Kamaluddin 
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Elders on alone 


with yons bid 
Australian pastoral, brewing 
and trading conglomerate 
Elders  IXL . made its 
foreshadowed bid for the Bri- 
tish food and beer giant Allied- 
Lyons on 21 October, valuing 
its target at £1.8 billion 
(US$2.6 billion) with the of- 
fered price of 255p cash a 
share. With the offer some 20p 
below the market established 
after Elders revealed its in- 
terest (REVIEW, 26 Sept.), a 
long battle is expected. Elders 
is bidding alone, but managing 
director John Etliott said it was 
not for lack of partners. Fi- 
nance has been arranged witha 
nine-bank consortium headed 
by Citibank. 

— Hamish McDonald 


Two more exchanges look 
at yen bond futures 
The Chicago Board of Trade 
(CBoT) and the London Inter- 
national Financial Futures Ex- 
change (Liffe) on 18 October 
signed a memorandum of in- 
tent to develop a yen futures 
contract based on a Japanese 
Government yen bond, a day 
before the the Tokyo Stock Ex- 
change launched Japan’s first 
bond-futures contract in 41 
years. CBoT and Liffe officials 
gave no further details on the 
contract, and its start will de- 
pend on the success of the 
Tokyo futures market. By trad- 
ing yen bonds in London and 
Chicago as well as Japan, deal- 
ers could trade 24 hours a day. 
Meanwhile. financial sources 
say the three US banks permit- 
ted to participate in the futures 
market — Citibank, Chase 
Manhattan and- Bank of 
America — have delayed their 
applications. pending a full 
study of market rules that ob- 
lige members to help make 
good the losses of any member 
which fails. — Bruce Roscoe 


Thai 

hit by US 

The Thai garment industry has 
voiced deep concern over a US 
embargo on Thai imports 
which took effect in mid-Oc- 
tober. Affectéd by the action 
are about 20 million yd2, some 
of which have already arrived 
in US ports while others are en 
route. Local press reports said 
the embargo would cost Thai- 
land about Baht 3 billion 
(US$113.2 million) in export 





earnings and lead to massive 
layoffs in the textiles industry. 

An outcome of Thailand 
overshipping its 1984 quotas 
(REVIEW, 5 Sept.), the em- 
bargo was enforced after Thai 
negotiators turned down US 
proposals to amend the exist- 
ing bilateral-textiles agreement - 
that would have imposed rigid 
limits on Thai exports in fu- 
ture. —Paisal Sricharatchanya 


Seoul has opened two new sub- 
way lines, completing a net- 
work begun in the early 1970s. 
The new lines, the third and 
fourth, took more than five 
years to complete, and cost 
nearly US$1.7 billion. The 
have doubled Seoul's networ 
to 116.5 km, making it the 
world’s seventh-largest. Ac- 
cording to Ministry of Trans- 
port projections, the new lines 
should boost the share of the 
city’s passengers carried daily 
by the subway from 10% now 
to around 16% next year wit 
the new lines. South Korea’ 
second-largest city, Pu 
opened the first 16.1-km 
tion of its new subway syst 
in July. The government is 
sidering building a “ 
train" between the two citi 
— Paul 
seeks Macau, 
investments 

Portugal is hoping to attract in- 
vestment from its remaining 
Far East territory, Macau, and 
neighbouring gkong. of- 
fering low-cost labour and ac- 
cess to the EEC market as in- 
centives. At a seminar in 
October in Macau, Portuguese 
officials said investors could 
use their country, which for- 
mally joins the EEC on 1 Jan- 
uary 1986, as a barrier-free 
E to the European mar- 
et of 300 million consumers 
and a haven from US protection- 
ism, which has been directed 
largely at Asia thus far. Invest- 
ments involving intermediate 
technology, mining and paper 
ae head Portugal's shop- 
ping list. However, many of 
those invited to the seminar 
from the textiles and gar- 
ments industry said the advan- 
tages offered by Portugal were 
meagre. The Portuguese steer- 
ed clear of political issues, em- 
phasising that investment was 
not linked to nationality, appa- 
rently quashing pagnon, 
that investment by Hongkong 


S 








residents opened the door to 


— Margaret Scott 


Portugal. 





The art of aerodynamics. Airflow patterns, visible through 
advanced laser techniques applied by Northrop. To further the science of flight. 


NORTHROP 


Making advanced technology work 
1840 Century Park East, Los Angeles, CA 90067-2199 USA 
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aeetas Versatile Australia can 
vast resources. It has a wide 
range of climatic conditions that . 
allow it to grow a great variety of supply most kinds of oods 
crops. Australia has thus become 
one of the world's leading 7 — 
exporters of foodstuffs. The land t ane] 1-5 
is also rich in mineral deposits. 
These have established Australia 


as a major producer and exporter 
of minerals and metals. 


But Australia also has 
advanced manufacturing 
industries. It can supply many of 
the industrial raw materials and 
manufactured products required 
for huge developmental plans 
underway in the Asian area. 
Products such as processed 
foods, agricultural equipment, 
building materials, medical 
equipment, communications and 
transport equipment. 

Australian professional 
- — consultants too, have gained 
considerable experience in major 
developmental projects around 
the world. You can utilize their 
technology and expertise in 
agriculture, livestock, food 
storage, minerals, meteorology, 
environmental protection, 
hospital and medical services, 
infrastructural development such 
as roads and railways in harsh 
conditions, urban and town 
planning and water resources. 


Ask the expert 
who knows Australia 


Whatever your requirements very 
— likely Australia can help you. 
Phone or telex the Australian 
— — Government Trade 
Commissioner in any of these 
cities. 
Bangkok, 286 0411. Telex 82621 
Beijing, 52 2331. Telex 22263 
Hong Kong, 5-731881. Telex 73685 
Jakarta, 33 0824. Telex 46214 
Kuala Lumpur, 42 3122. Telex MA30260 
Manila, 87 4961. Telex PN63542 
New Delhi, 60 1336. Telex 31 61156 
Osaka, (06) 271 7071. Telex 5225334 
Seoul, 720 6491-5. Telex K23663 
Shanghai, 37 4580. Telex 33312 AUSCG CN B 
Singapore, 737 9311. Telex RS21238 
Tokyo, 582 7231-9. Telex 2422885 





Ask the Australian 
: Trade Commissioner 
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S-UPI? 


Singapore Press Holdings, the parent 
company of the Straits Times group. 
is among those interested in acquiring 
the financially ailing US newsagency 

United Press International. Sources 
in Singapore confirm that an 

' approach has been made to lawyers 
evaluating the future of the company 

^ which earlier this year had to seek 

. court protection from its creditors. 

- Since then a number of corporations, 

including some giant conglomerates 

-and multinationals, have made 

"approaches. Sources in New York. 
however. suggest there could be 
union opposition should a Straits 
"Times bid look like succeeding on 
account of the attitude of the 
Singapore Government to press 
freedom. 


DROPPING IN 


President Suharto will pav a state visit 
to India in the third week of 
November. He will stopin New Delhi 
on his way back from Rome where he 
is scheduled to address the UN Food 
and Agriculture Organisation. This 
will be the first official visit to India 

an Indonesian president, though 
e countries have enjoyed cordial 
“ties since independence. Trade is 

ikely to rank high on the agenda in 
talks between Suharto and Prime 
Minister Rajiv Gandhi. Both sides 
are keen to develop countertrade 
arrangements. 


REINFORCING BARS 


South Korea would like its 
construction firms to be allowed to 
bid for World Bank projects in China, 
but they are currently barred from 
doing so by Peking. According to 
World Bank regulations. companies 







THE WEEK | — | 


AFGHANISTAN 

Rebels attacked Kabul airport as well as 
shooting down six aircraft in other parts of 
the country, Western diplomats in Is- 
lamabad said (22 Oct.). 


HONGKONG 
Us Vice-President George Bush arrived 
on an official visit (78 Oct. ). 


Police in London charged four Asian men 
with a plot to assassinate Prime Minister 
Rajiv Gandhi during his visit (/6 Oct. . 


JAPAN 

“Police said at least 53 policemen were in- 
jured and 239 protesters arrested in a 
day of demonstration near Narita against 
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from all member countries should be 
permitted to bid on such projects, but 
the bank has taken a neutral line on 
the grounds that it has to respect the 
right of member countries to bar 
other countries from bidding. 


SHOWING FAVOUR 


China is 
considering a 
Japanese 
proposal for the 
staging of an Expo 
89 in Shanghai to 
mark the 40th 
anniversary of 
the communist 
revolution. The 
idea originated 
with a former 
Ministry of 
International Trade and Industry 
official whoserved as organiser of 
Expo 70in Osaka and who now advises 
Japanese Prime Minister Nakasone on 
economic issues. If staged, the Expo 
would be held on the opposite side of 
the Huangpu river from the Shanghai 
city centre in a district already 
scheduled for urban development. 


GRIM REALITY 


Philippine President Ferdinand 
Marcos has to cope not only with a 
worried US Government but with his 
Asean colleagues as well. Following a 
recent report that Singapore Prime 
Minister Lee Kuan Yew and 
Indonesian President Suharto 
discussed the Philippines situation at 
a meeting and expressed concern, 
Marcos sent letters to both leaders to 
allay their fears. Marcos made claims 
of success in counter-insurgency 
which the Asean leaders thought so 
outlandish that they privately 


the expansion of the airport there (20 Oct. . 
PACIFIC 


Six Melanesians were injured in apparent 
clashes between two pro-independence 
groups in New Caledonia, police said (20 
Oct.). 


PAKISTAN 

The national assembly passed a contro- 
versial bill approving President Zia-ul Haq's 
martial-law regime and paving the way for an 
end to army rule (76 Oct. ). 


PHILIPPINES 

Two people were reported killed when 
police opened fire during one of Manila's 
worst street protests against President Fer- 
dinand Marcos’ regime (27 Oct. ). 








¿by security forces and executions of Tamil 
‘Separatists in Eastern Province, press reports — 





expressed rave doubts as to how 
close the Philippine president may be 
to reality. 


RICE WHINE 1 
During his Jakarta visit on 8 , 
September, Thai Prime Minister 

Prem Tinsulanond requested À 
Indonesian President Suharto to put 
off any plans that Jakarta may have to 
export rice. The request underlines ` 
Bangkok's concern that the current 
world rice market, dominated by 
Thailand, is already reeling under 
prolonged depressed prices and may | 
further worsen. Until two years ago, 
Indonesia had been a major impot p 
of Thai rice, buying roughly half à 
million tonnes annually. Butasa — — 
result of successive bumper crops on. — 
the back of an accelerated production - 
programme, the country has attained — 
self-sufficiency. It now has 3B 
accumulated a huge stock, estimated — 
at 3.5 million tonnes. 


SPEAKING TERMS à 


Philippine Ambassador to the US 
Benjamin Romualdez will become 
the new speaker of the national 
assembly before the end of the year. — 
The speaker has a constitutionally 
mandated caretaker role should 
President Marcos be forced to leave th 
scene before his term expires in 1987, — 
Despite his election to the assembly — 
in 1984, Romualdez has not yet taken 
his oath of office and isexpected todo 
so soon, giving up his ambassadorial — - 
post. One rumoured successor to 1 
Romualdez is Lieut-Gen. Fidel | 
Ramos, current acting chief of staff, — 
who is expected to move into the — — 
position following Gen. (on leave) — - 
Fabian Ver's expected acquittal at the ` 
Benigno Aquino murder trial. 
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SOUTH KOREA | 

South Korean navy ships sank a North 
Korean spy boat near the port city of Pusan 
after it opened fire and then tried to flee 
a Defence Ministry spokesman said (207 
Oct. ). q 


At least 11 people were killed in attack 


said (20 Oct. ). 


THAILAND 
Police completed an investigation intothe { 
aborted coup on 9 mber and charged f 
former prime minister Kriangsak Chomanan f 
and 39 others with inciting rebellion. officials 


|| said (20 Oct. . 
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| fter — two years of unsuccessful 
b behind-the-scenes effort to per- 
e Philippines President Ferdinand 
COS to reform. his administration, 
lemissary 
ith a tough 
—— the 











1 a koaa 8 : detis n to send 
Paul Laxalt, chairman of 

blican Party and a close friend of the 
sident, as a personal envoy to convey 
oncerns to Marcos came in the 
cof a special national: intelligence 
te (SNIE) which warned of the 
yess of the communist in- 
cy in the Philippines. The Laxalt 
1 also sought to end public asser- 
by Marcos that despite criticism by 
& US. officials. Marcos. enjoyed | 
gan's supporte o 

During his recent visit to Washing- 
Singapore Prime Minister Lee 

| Yew told Reagan of his grave con- 
| over the Philippines and this 
ed to reinforce Reagan's own 

wing awareness of the problem. 

an sources said Reagan told Lee 

he was vety Concerned by the 
th of the New ‘People’s Army 
.), the fighting arm of the Com- 
nist Party of the Philippines (CPP), 

he was going to send à personal 
y to Marcos with a "tough note." 
ng the US presidential debate in 
ber 1984, Reagan boosted Marcos 
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oot first, questions later 
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Sacerdoti in Manila 


















tell President. Ferdinand Mar- 
s concern over his handling of 
wing communist insurgency, the 
y's reaction to a 21 October anti- 











Manila should have made the point. 











al emissary. 

though the military says its opera- 
only r 
ing a motoreyele policeman, inde- 


















him. It could also have been Marcos" 
ponse to President Reagan's per- 


eacted to demonstrators at- 


on em 











" Laxalt' S visit to Manila. 


rnment march through the streets | 


_eyewitnesses told the REVIEW - m 
n five. patrol cars drove near the Ei 
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by claiming that he was the oily alterna- 
tive to communism. 

"What we are seeing," a US adminis- 
tration official said, “is the beginning of 
Act H in the Philippines drama. Act I 
was when Reagan cancelled his Phili ip- 
pines trip in 1983 and began urging 
punishment for the assassins of opposi- 


tion leader Benigno Aquino and the in- 


stitution of political, economic and mili- 
tary reforms. There are strong hints that 
if Marcos fails to shape up this time, Act 
IHI may be the last. 

What Reagan in essence told Marcos 
in his hand-written letter carried by 
Laxalt is that he was worried about Mar- 
cos’ ability to handle the country's prob- 
lems. After working for a year on the as- 
sumption that while Marcos "is part of 
the problem, he is also necessarily part 
of the solution," most working-level US 
officials involved in Philippine affairs 
have come to see Marcos as no longer 
capable of coping — especially with the 
insurgency. | 

In an unprecedented direct criticism 
of the Marcos administration; a senior 
Defence Department official, who 
praised the Philippines military reform 
movement, said in an interview that 
while positive developments were 
mostly on the initiative of mid-level 
commanders "there is no evidence of 
the strong leadership commitment to 
military reform which is so necessary. 

In private letters to Marcos in 1984 
and in January, Reagan urged Marcos 
to undertake economic and military re- 
forms and strengthen democratic in- 





e kill two demonstrators in the face of US criticism 


middle of a crowd of some 3,000 march- 
ing farmers, clergy. students and pea- 
sants. got out of their vehicles and 
opened fire with handguns, without 
provocation. 

Two demonstrators were killed and 
11 injured after the 15-minute melee. 
Marchers fought back with stones and, 
the military says, with small homemade 
grenades, injuring 11 policemen. One 
patrol car was badly damaged and al- 
most set ablaze before police returned, 
firing their weapons in their efforts to 


retrieve the car. 
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stitutions. Sources famihar with the 
drafting of Reagan’s recent letter, said 
the fetter. in contrast with his previous 
missives, did not suggest any specific re- 
forms but presented Marcos with a 
oa eet of failures 
, Reagan. 


cape with hibet country '* probis would: 
not only be disastrous for the Philip- 


pines s but would also affect the countries 


of the region and the global power bal- 


AnCC, 


In lengthy presentations to Marcos, ; 


Laxalt pointed out that reinstatement of 
Gen. Fabian Ver, whos 


lead the US Congress to cut off aid — à 
move the US president would find dif- 
ficult to fight. 


n his return to Washington. Laxalt 


himself issued à statement, cle: ared* 
by the White House, which said, without" 
going into any detail. that Marcos * ‘indii’ 
cated some positive steps would be 


taken which will be the d of future 

consultations between the US and the 
Philippines." 
was some military ‘decentralisation, 
with decisions being taken in the field 
rather than in Manila, and that he would 
welcome US observers to the 1986 local 
and 1987 national elections: “In other 
words, we now have a baseline from 
which future reforms can be assessed.” 


In an indirect reference to concer! 
about Marcos’ health, Laxalt said he was 


demonstr ators were killed in 1 Escalante, 
Negros, when paramilitary forces 
opened fire to disperse sugar farmers 
and their supporters from blocking a 
road. 

The incident, which came on the 
heels of the Laval visit, emphasised 
Marcos' problems. The radical Left, in 
fluenced by the outlawed Communist 
Party of the Philippines (CPP) and the 
underground National Democratic 
Front opposition umbrella organisa- 
tion, has grown rapidly in the coun- 
tryside due to the country’s three-year- 
old e economic crisis, continued claims of 














Incidents such a as s those i in Esce alante 


The incident came a month after 27 | — 


and their serious: 
the sources 


às put on leave: 
after being implicated i in the Aquino as- 
sassination, as army chief of staff could. 


He said Marcos said there: 









/.| clarity and conciseness to the issues.” 
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The idea of sending a presidential 


 envoy to Manila goes back to January. 


According to a draft of a national secu- 
rity directive n by Reagan at the 
time and leaked to the press (REVIEW, 
2] Mar.). “a presidential letter would be 
the key to setting the stage for linking 
increases in economic, military and fi- 
nancial assistance to major reforms." 

The grave conclusions of the July 
SNIE of the Philippines insurgency and 
the recommendations of a panel of in- 
teragency experts and academics which 
met in late July under the auspices of the 
National Defence University seem to 
have given additional impetus to high- 
level intervention. The fact that Marcos 
had not only side-stepped past US ad- 
vice on reforms but was claiming to 
enjoy Reagan's support made a publi- 
cised visit by a Reagan emissary seem 
necessary to counter the impression. 

A key element in the high-level ap- 
praisal was the completion of the Philip- 
pine insurgency SNIE, prepared by the 
CIA. the Defence Intelligence Agency 
(DIA) and the State Department after 
several months of work. Sources said 
the SNIE drew a grim picture of NPA 
growth in recent years and concluded 
that if the present trend continues, 
within three to five years the NPA 
would be able to fight the Armed Forces 
of the Philippines to a stalemate and 
grab political power. | 

_ It estimated NPA armed combatants 
at 15,000 and, if unarmed and part-time 
'uerillas were taken into account, that 
igure would rise to perhaps 35,000. The 
NIE said the CPP is estimated to have 
30-60,000 members and 1 million sup- 
porters. It also said that though there 
are no "liberated areas," the NPA ran 
shadow governments in 10-15% of the 
country's villages, and that 5 million 
Filipinos of a population of 54 million 
lived in areas more or less controlled by 
the NPA. 


cannot win popular support, and 
thereby make the military an effective 
counter-insurgency tool, as long as 
armed action takes precedence over ar- 
rests. 


M arcos' reaction to Laxalt's visit fol- 
Wlowed the pattern of his responses 
to other expressions of US concern over 
the deteriorating situation in the Philip- 
pines. Using the government-influ- 
enced media, Marcos first played down 
his two meetings with Reagan's envoy, 
calling discussions "frank" without dis- 
closing details. 

Then, responding to US reports 
about the visit, he arranged to appear 
on American TV on 18 October and 
said on the live broadcast that his gov- 
ernment had broken the back of the in- 
surgency and that the military had dri- 


. ven the communists from various pro- 
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administration. sources pri- 
vately admit that in the past some con- 
cerned US agencies have tended to 
overemphasise the threat from the NPA 
"in order to bring the Philippines up on 
the agenda `of senior policymakers who 
tend to focus on problems only when 
they demand urgent attention. But the 
latest SNIE raised the possibility not so 
much of a military victory by the gueril- 
las as the chances of their eventual poli- 
tical victory. 


3 the: SNIE noted increasing infiltration 
of political parties and accommoda- 
tion with local administrations as lead- 
ing to the CPP's emergence as the do- 
minant political force in the not too dis- 
tant future. It warned that unless action 
was taken within 18 months to halt the 
trend — by sharply curbing risin 
employment, 
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vincial mountain hideouts — where in 
fact they remain stróng and, in some 
areas, they are in control. He also said 
members of the New People's Army, 
the fighting arm of the CPP, were “sur- 


rendering in droves" — an assertion 
that even military spokesmen openly 
dispute. 


On 21 October, Marcos also reacted 
to reports in the US that he had rejected 
Reagan's "demands" on military, politi- 
cal and economic reforms, saying in a 
press release that “one does not reject 
suggestions of friends, especially if he is 
the president of the US." The release 
reiterated much of what Marcos had 
said in his American TV appearance, 
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the insurgency might reac 
when it would be irreversible. 

After receiving a joint briefing by the 
CIA and the DIA, Lee Hamilton, 
Democratic chairman of the House of 
Representatives select committee on in- 
telligence, said that “the NPA can be 
stopped and democracy restored in the 
Philippines only if major political, econ- 
omic and military reforms take place , .. 
the US must either exert pressure on 
President Marcos sufficient to ensure 
significant reform or dissociate our gov- 
ernment from his." 

Sources said the panel discussion at 
the National Defence University also 
suggested that while the US should not 
work for the overthrow of Marcos, it 
should take an open view about his re- 
moval from office. The panel recom- 
mended that the first premise of US po- 
licy mentioned in the January national 
security directive — “The US does not 
want to remove Marcos from power or 
to destabilise the GoP [Government of 
the Philippines|" — be dropped. 

It is not known how the panel's re- 
commendations have been received by 
the State and Defence departments, but 
there seems to be a widespread feeling 
among middle-level administration offi- 
cials that, while urgent action is needed, 
no serious measures other than “tinker- 
ing at the edges" can be expected as long 
as Marcos is in power. 

Despite the reluctance of the State 
Department, in particular of US Ambas- 
sador to the Philippines Stephen Bos- 
worth, the White House decided to go 
public on the Laxalt visit. There was lit- 
tle expectation that Marcos would actual- 
ly act upon American advice, other than 
making favourable noises, but the fact 
that Reagan sent his close political friend 
on a military aricraft to deliver his letter 
would not be lost on the opposition — 
and particularly on the young colonels 
and majors of the unofficial "We Be- 
long" army reform group. o 


the point 


saying that “kill ratios” and the success 
of economic reforms were proof that the 
situation was "manageable." 

Marcos’ reaction, the moderate legal 
opposition said, merely accented the 
problem. To it, Marcos' performance 
only demonstrated the president's pri- 
mary concern with his political longev- 
ity and his need to recreate an appro- 
priate self-image in the US. Publicly, the 
moderate opposition remained quiet on 
the Laxalt visit, as its disparate factions 
too are vying for US support in their 
quest to oust Marcos through the elec- 
toral process. 

For the Left, sources said, the visit 
showed that the US is too closely tied to 
Marcos to abandon him but, at the same 
time, is becoming too concerned over 
the increasing strength of the Left in the 
countryside to let him neglect what Wash- 
ington views as needed reforms. ü 
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Peking warns against fast pace of political reforms to avoid 'chaos' 


By Emily Lau in Hongkong 


he Chinese Government has openly 
expressed its anxiety and unease 
with the fast pace of political reforms in 
Hongkong as the territory prepares it- 
self for reversion to Chinese sovereignty 
in 1997, The director of the state coun- 


. eW's Hongkong and Macau Affairs Of- 


fice, Ji Pengtei, warned Hongkong 
against radical changes in the transition 
period in order to avoid unnecessary 
chaos. The remarks were seen as 


Chinese interference in the local admin- 


istration, a nightmare to many in Hong- 

kong who fear any interference may re- 

duce the colonial authorities to a “lame 
- duck" government. 

Ji's remarks also raised the question 

of how Hongkong is to proceed to self- 

administration of "Hongkong people 


ruling Hongkong" — China's earlier 


po psganda slogan — if there is not to 
be rapid political change from colonial 
bureaucratic rule. 

Ji used the opportunity of receiving a 
Hongkong delegation of architects to 
Peking to deliver the blunt warning. It is 
the first time such a senior Chinese offi- 


j4 _ Cial has openly expressed his doubts and 


ears on political reforms in Hongkong. 


he British Government has publish- 
ed a draft order in council on a new 
form of British nationality for the Hong- 
kong people when the territory reverts 
to Chinese sovereignty in 1997. But in- 


- Stead of putting flesh on broad state- 


ments in the Sino-British joint declara- 


- tion, it leaves the key issues unresolved. 


Published on 17 October, the draft 
order proposed to create a new British 


. National (Overseas), or BN(O), pass- 


er 


port, though Britain is unsure whether 
the new passport will be treated by third 
countries in the same way as the present 
British Dependent Territories Citizen 
(BDTC) passport to which Hongkong- 


born people are entitled. 


The question of statelessness for 
descendants of non-Chinese ethnic 
minorities is still unsettled. China 
claims only Hongkong's ethnic Chinese 
as its own, so unless Britain assumes re- 
sponsibility for the — of the ra- 
cial minorities, their descendants could 
become stateless. 

The draft order is also unclear on the 
issue of right of abode for the passport 
holder, though government officials 
admit having this fact stated clearly in 
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In the past few months, Ji and other 
Chinese officials, both here and in 
China, have made use of every opportu- 
nity to make their reservations on poli- 
tical reforms known. But that was all 
done privately because China did not 
wish to be accused of breaching the 
Sino-British joint declaration on 
the future of Hongkong, which states 
clearly the British Government "will 
be responsible for the administra- 
tion of Hongkong" during the transi- 
tion period with Chinese coopera- 
tion. 

But during the 19 October meeting 
with the delegation, Ji said the political 
system for Hongkong after 1997 would 
be decided by the basic law, which was 
to act as the territory’s mini-constitu- 
tion. The basic law is presently being 
drafted and should be promulgated in 
1990. Ji said any political reforms to be 
instituted during the next 12 years must 
be "linked" to the basic law. 

The question which immediately 
arises is whether the Chinese want the 
Hongkong Government to halt all poli- 
tical reforms until after the basic law has 
been drafted. It also begs the question 


| The nationality riddle 


— | New British ‘passport’ does not resolve doubts and fears 


the passport is 5 because third 
countries would like to know where the 
person can be deported to if necessary, 

China objected to giving Britian the 
right to state in the BN(O) passports 
that the holders have the right of abode 
in Hongkong. As a compromise, the 
two countries agreed to an endorsement 
in the passport saying the holder pos- 
sesses a Hongkong permanent identity 
card which states he has the right of 
abode in Hongkong. 

More than a year after the initialling 
of the joint declaration, in September 
1984, the British Government is still dis- 
cussing the wording with the Chi- 
nese. 

The nationality arrangements in the 
draft order are published in relation to 
the terms of the British memorandum 
attached to the joint declaration. The 
memorandum states that all Hongkong 
BDTCs will cease to be BDTCs from 
July 1997, but will be able to continue to 
use some kind of British passports. 

Under the Chinese nationality law 
(which forbids dual nationality) all 
Hongkong Chinese compatriots are 
Chinese nationals. China has agreed to 
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Some local commentators say if no- 
thing else, Jis comment shows the 
Chinese are over-sensitive and almost 
neurotic about changes in Hongkong. 
The chief editor of a China-watching 
monthly magazine, The Nineties, Lee 
Yee said: “The Chinese want to have all 
the cards in their hand, but they do not 
seem to realise if that happens, to many 
Hongkong people the game is over.” In 
a nutshell, the question is whether 


China wants to abide by the joint dec- 
laration, which stipulates the legislature 
of the future special administrative re- 








permit Hongkong Chinese who are 
BDTCs before 1997 to use British travel 
documents other than in China. 

In the draft order, it is proposed to 
create the BN(O) status from 1 July 
1987, 10 years before the transfer of 
sovereignty. By then the 3.25 million 
Hongkong BDTCs can choose between 
BDTC or BN(O) passports. 

Whether the BN(O) passports can 
be issued in 1987 de sads on whether 
the new identity cards will be ready in 
time. Since the new identity cards will 
have to state the holder has right of 
abode in Hongkong, it raises the ques- 
tion of whether non-Chinese who are is- 
sued identity cards in future will be 
ques automatic right of abode in Hong- 

ong. 


Ares imponderable is how many 
countries are prepared to treat it as 
a valid British travel document and ac- 
cord the holder a reasonable degree of 
freedom of movement. The Hongkong 
Secretary for Security David Jeaffreson 
said if the BN(O) passport was not ac- 
cepted by third countries, Britain and 
China would have to reopen negotia- 
tions to find a settlement. 

The publication of the draft order, 
with a timetable for its implementation, 
drove home to the Hongkong. people 
the harsh political realities outlined in 
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Commenting on Ji's remarks, Chief 
Secretary Sir David Akers-Jones said 
the drafting of the basic law and the 
1987 review of representative govern- 
ment are going along in parallel: “I 
think Mr Ji has voiced views which are 
held widely that we shouldn't go too 
hastily . . . we need to proceed carefully 
and gradually.” 

Akers-Jones' remarks are seen by 
some people as bending to the wishes of 
Peking. An unofficial (non-civil ser- 
vant) member of the Executive Council. 
Allen Lee, said China should come out 


the joint declaration. In the explanatory 
notes attached to the joint declaration, 
the British undertook to “do all they can 
to secure holder of these BN(O) pass- 
ports the same access to other countries 
as that enjoyed at present by holders of 
BDTC passports." 

So far, that assurance has not been 
forthcoming and this undermines part 
of the rationale for creating the BN(O) 
passport — to give the Hongkong peo- 
ple convenience of travel after 1997, as- 
suming passports issued by the future 
Hongkong Special Administrative Re- 
gion (SAR) government will not be 
treated with favour by many countries 
or that some people, for whatever 
reason, were denied SAR passports. 
The advantage of the British document 
is that persons meeting specific birth 
and residence criteria are entitled to it 
as of right. The Joint Declaration ts 
explicit on the power of the SAR to 
issue passports, but not on the right of 
its citizens to receive one. 

Jeaffreson admitted Britain had no 
evidence the new passport would be ac- 
cepted by third countries as a valid 
travel document, except that most 
countries have voiced their support for 
the joint declaration. 

A word of support has come from the 
Americans. US Vice-President George 
Bush, who was here on a two-day visit. 
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‘all very well to cri 
of elections would they like to see in 
Hongkong, direct or indirect, or elec- 
tions in which the candidates are nomi- 
nated by the government?" asked Lee. 
The remarks by the Chinese about 
political reforms are deeply unnerving, 
particularly for some businessmen and 
professionals. “What are the Chinese 
trying to do? Do they not know they are 
undermining confidence by making so 
much noise?” asked one lawyer. 


Nu elected legislative councillor 
Martin Lee, who is also on the Basic 
Law Drafting Committee (BLDC), said 
Hongkong must carry out the political 
reforms which the people want. If such 
reforms are rejected, China runs the 
risk of having a basic law which is unac- 
ceptable to the Hongkong people. 

He also expressed concern over an 
independent labour leader being 
excluded from the Basic Law Consulta- 
tive Committee (BLCC), an organ for 
gates public opinion on the basic 
aw. The director of the Christian Indus- 
trial Committee (CIC), Lau Chin-shek. 
was one of the nominees for the seven 
seats allotted to a joint labour confer- 
ence, which is heavily dominated by 
pro-communist unions. The CIC is an 
independent body which has long been 
in the forefront of demands for in- 
creased rights for workers and has 
helped in the formation of unions. 
Shortly before the election on 18 Oc- 


said the US would accept and recognise 
the BN(O) passport. However, some 
diplomats said their countries have not 
been consulted by Britain and it is far 
too ed to say whether the new pass- 
port will be treated in the same way as 
the present BDTC passport. 

Among Hongkong people them- 
selves, the issue has awakened doubts 
about the future. Although the British 
connection has not given them rights to 
settle in Britain for more than 20 years, 
there has remained a residual attach- 
ment to British travel documents if only 
because they are universally recognised 
and issued on request. 


T3 guard against statelessness, the 
draft order proposes to give the Bri- 
tish Overseas Citizen (BOC) status to 
those BDTCs who may become stateless 
in 1997. Like the BN(O) status, the BOC 
status does not carry right of abode any- 
where and is not transmissible by des- 
cent. Children born after 1 July 1997 to 
former BDTCs who may become state- 
less would automatically become 
BOCs, and their grandchildren are enti- 
tled to register as BOCs within 12 
months of their birth if there is a danger 
of them becoming stateless. But no pro- 
vision is made for these BOCs’ descen- 
dants. 

The descendants of BDTC racial 
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newly elected legislative councillor. to 


withdraw from the race. Without the 


leftwing unions’ support. Lau would not 
have been elected, 

As a result of the incident, over 20 in- 
dependent labour and civil service 


i 
4 


T" 


| 
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unions will probably withdraw from the | 


ioint conference. The chairman of 
r Lik-kiu Ding. who has been invite 


to join the BLCC, said he would not 


now join. It is understood some lef 


trade unionists dislike Lau for what they: 
see as his militancy in fighting for labour 
rights. Lau was reportedly named in a 
Peking meeting between independent 
labour leaders and officials of the Hong- 


kong and Macau Affairs Office in Sepe 
tember. One official reportedly said 


Lau had made too many demands for 


workers’ benefits and may scare away 
investors. 


Although Lau has been said to have. 


1€ 


t 


some Taiwan links, he is not a bona fide T 
rightwing representative, hence not | 


much value to the united front cam- 


paign, which requires involvement of 


known pro-Taiwan people in the basic 


law process. Lau is also thought un- 
popular with big business leaders whom 
China is keen to please. 

The high-handedness with which the 
issue has been handled is sure to fuel 
suspicion that the whole basic law draft- 
ing process is a rubber stamp to approve 
what Peking wants for Hongkong. gy 


minorities face the biggest threat of be- 


coming stateless and the the bulk of 
them are Indians (REVIEW. 13 Dec. 
No provisions were made for them in 


the joint declaration, though Britain has” 


LI 


reportedly suggested that it would urge - 


Peking to give the Indians Chinese 
citizenship. Most of the Indians hows 
ever would prefer British nationality — 
and right of abode in Britain — to 
Chinese. 

The Council of Hongkong Indian 
Associations condemned the 
Government for ignoring their request 
for right of abode in Britain for the 
6,000 Indian BDTCs. 

There are precedents for special 


British 


treatment for such minorities, such as — 


accorded by Britain to Asians in cast 
Africa who held British passports. 
So far government officials have said 


the Indians have no grounds to fight for — 
full British citizenship. since their in- 


terests are all taken care of in the joint 


~ 


declaration and in the draft order — 


they will be allowed to live in the SAR 


and hold some form of British pass- -— 


ports. However, it is understood some 
unofficials (non—civil servants) of the 
Executive Council, the highest 
policymaking body, are sympathetic to 
the Indians’ plight and would support 
them if they can make a good case. 

— Emily Lau 
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' David Bonavia in Hongkong 


he Chinese leadership was at its 
favourite practice of playing the 
ajor powers off against each other, 
time being more friendly to the US 
n to the Soviet Union and taking a 
ol stance towards Japan. US Vice- 
sident George Bush visited Peking at 
nd the same time as Soviet Deputy 
ien. Minister Leonid Ilyichev was 
ntering a stone wall in his talks 
“hinese officials. 

hev left Peking shortly after 
ured southern China and visited 
gkong. Chinese officials, in an un- 
I move, told foreign journalists that 
ad been no progress in the Sino- 
iks at which Ilyichev has repre- 
the. Soviet side for the past 15 





contrast, the Chinese gave Busha 
h easier ride than he had on his last 
o China n 1982, when he had the 
IPPy task of explaining to the 
nese. that. US arms supplies to 
'an would continue, though they 
d be progressively reduced. The 
inese leadership was all but rude to 
1 on that occasion, and it may have 
| with mixed feelings that he put 
mscelf at their mercy again this year. In 
end, though, he was spared too 
ctures on Taiwan, which Peking 
afford to view in a more relaxed 
now that it has successfully 
iated a solution to the question of 
kong after 1997. 
| his arrival to Peking, Bush said: 
goal is to move the relationship 
d." This was a somewhat daunting 
ect in view of Washington's con- 
links with and arms sales to 
, and the threat of protectionist 
on which could prove damaging 
a's. ——— and other exports to 





was fortunate to visit Peking at 
‘hen the so-called Jenkins Bill 
ceived only lukewarm support 
e US Congress, which could ex- 
to a presidential veto. But as ob- 
of the US scene pointed out, the 
Bill on textiles imports is only 
in a huge list of protectionist 
tion which is being introduced. 
Later, during his visit to Hongkong, 
h linked American protectionism to 


fair” trading practices on the part of 
Asian — and it was clear 


irritated by the Japanese pale of ex- 
porting at all costs, and clamping down 
on imports through tariff and non-tariff 
barriers which other developed coun- 
tries find dishonest. Japanese Foreign 
Minister Shintaro Abe visited. Peking 
shortly before Bush and was told bluntly 

by elder statesman Deng Xiaoping that 
China would not accept another year of 
large trade surpluses in Japan’s favour. 

Whether by accident or design, the 
visits by Abe and Bush slotted neatly to- 
gether to make the Chinese case as plain 
as a pikestaff. | ] 

Since the 1970s the Chinese. ap- 
proach to the global "strategic triangle" 
has changed. Peking is much more criti- 
cal of the US nowadays, and somewhat 
more favourable to the Soviet Union in 





| granted. 


ch. equipment to. 


This in itself would have been 


enough to guarantee a fair degree of- 


cordiality on the Chinese side, and Bush 
left the country with the air of someone 
who has managed to scrape through sev- 
eral embarrassing situations without 
losing much face. 

However, the Chinese. aul not 
have been expected to let Bush leave 
without the statutory rap over the 
knuckles about Taiwan. According to 
US sources, Premier Zhao Ziyang spent 
considerably less than an hour on the 
Taiwan issue during his meeting with 
Bush — but alot can be. said i in even half 
an hour. 

Zhao said publicly that. it was neces- 
sary to work to solve “problems” in the 
relationship with the US, but seemed to 
relegate the Taiwan. problem. to. low 
priority. However, he reaffirmed 
China's desire to remain neutral b 
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bilateral matters — though it Sortinues 
to denounce the latter for its policies in 
Indochina and Afghanistan, and the 
maintenance of about a million Soviet 
troops on the Chinese border. 


An! from textiles and related trade 
issues, Peking is still vexed at Ame- 
rican insistence on full clearance of 
Western high-technology equipment be- 
ing sold to China, especially if it has 
American components. Peking resents 
COCOM (Coordinating Committee of 
Nato for sales to communist countries), 
because it has held up shipment of 
sophisticated equipment on the grounds 
that they could be dual-use (military 
and civilian). Washington's allies in 
Western Europe not infrequently com- 


plain that the COCOM system 1s used 


by the Americans to block sales of their 


allies’ technology in favour di their own 
| POPE. : SL 


Soviet Union, 





its criticisms. of both. the US and the 


m, and said: “We do not 
enter into alliance with any big power or 
group of countries. 

This was in contrast with China’s 
stance.in the mid-1970s, when it seemed 
anxious to enter into “strategic under- 
standings” or even alliances with the 
non-communist developed countries. 

Bush reportedly told the. Chinese 

that the US was gradually reducing arms 
supplies to the Kuomintang regime on 
Taiwan. This was recognised in an arti- 
cle in the authoritative Peking Review, 
which, however, blamed the US for 
"creating a situation of two Chinas" 

through its continued links with the is- 
land province. . 

Allin all, the Bush visit helped to put 
contentious Sino-US i issues in perspec- 
tive. and cle red upa certain amount of 
ill-feelir nly p 
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The Italian Renaissance promoted a thirst for knowledge and — 
a search for perfection in I5th-century Europe that revolution- AN 
ised art and culture. ON p^ ~ & 


These showed in painting, architecture 
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and in the genius of goldsmith Benvenuto ^. 


Cellini, who perfected new methods of. ; 
engraving, casting metal and setting 
precious stones. 

‘Today, the spirit and skills of 
Cellini live on in our own collection 
of gold and jewelled watches. 

The Cellini Collection by 


Rolex of Geneva. 


Watches illustrated are in 18ct. gold. Model 4652 
is set with 370 diamonds. Model 4350 has a 
polished bezel with lacquered markers. 
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The Chase Partnership at work. From left to right: Byun, Chan-Eui, Chase Korea; Won, Jong-Sub, Samsung Electronics; 
Arjun K. Mathrani, Chase and Koh, Chang-Il, Samsung Electronics. 





Industry Understanding Investment Banking 







As one of Korea's most innovative and dynamic corporations, 
the Samsung Group has always led the way in new technology 
developments to provide quality products. 

Being pioneers and leaders in a diverse range of industries, they 
naturally demanded similar qualities and expertise from their bank. 

That's why they chose Chase. 

Samsung knew we had in-depth-industry understanding, broad 
product expertise and a global network to meet all of their needs == 
anywhere, anytime. Everything from pre-export financing and interest. 
rate swap transactions to shipbuilding finance and electronic banking. 

The Chase Partnership. 

A simple but dynamic approach which enables us to serve you 
better — whatever your business. 





In Singapore 
even our smallest guest receives 
our fullest attention 
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A small thing... A special touch... 


The New Otani is a big city hotel with all the facilities and 
services you’d expect of a 5-star hotel. But 

with 400 rooms, we’re small enough to devote 
special attention to the smallest details (even if 
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On the banks of the historic Singapore River 
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HOTEL NEW OTANI SINGAPORE 
177A River Valley Road Singapore 0617 
Tek 3383333 Telex: RS 20299 Sinota 








For reservations and information, please contact The New Otani International Sales Offices 
Reservation can also be made through Utell International. Intl Airlines or Travel Agents throughout the world 





they're 3 feet tall and weigh all of 60 pounds!). 


DID YOUR 

COMPANY 

MAKE THE 
REVIEW 600? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
history. 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 
products and many, many 
more. 


As the world’s premier publi- 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes- 
sions more cost effectively 
than any other publication in 
Asia. 


To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600. 


For a composite of every ad- 
vertisement carried write, on 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd. 
GPO Box 160, Hong Kong 
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t Epson, we think a good personal computer is one And while others may offer you soy 
that you can turn to even in the most unlikely features and capabilities, we offer these 
situations. And you should be able to consult it not in computers that you can take anyw! 
just for big, important decisions, but for something as In other words, Epson products are design: 
playful as a fun: game of chess big on features but small in size. Which is w 
The difference is that we * find just the right combination of performance 







never lose sight of what is ] operation and cost efficiency in every persor 
essential and what is not. Sure, M computer, printer or any other product tror 
we're as technologically Checkmate? Try a little help fron 
competitive as everybody else BO It may be all you need tc 
But we don't stop there. Z 

Others may try to impress you with fancy | 
frills. We strive for simplicity instead, and 
concentrate on creating products that 
respond and relate to you in a direct 
and dependable way. 
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EPSON CORPORATION Head Office 
Teiok Bhancan A naano(e i i 


N EPSON ELECTRONICS (SINGAPORE) PTE. LTD 


eiok Blangah Ad . Singapore 04 Telex. 39536 EPSON ELECTRONICS TRADING LTD. 30F | 
(TAIWAN BRANCH) ' SF K v Wea iunt Road Sac 2: Taidan. TANA ^ — 
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first-class executive trave 
" r 43 
into something Royal: 


— — — — — — — — a 


— 8 — 

— » 
- 

P PTT 


> 
"V eom 
» MT 
zi 
p> 
bh 


E us 


l "d 
s L ia rs ZI 
Delft Blue Houses - an exclusive gift for our special guests. 


KLM's Royal Class. Simply streets ahead. meals. The well-balanced selection of champagnes, 
And not just because of the choice from 45 exclu- wines and spirits. And the dedicated crew of three. 
sive Delft Blue canal houses. Totally at the disposal of our special guests. 
There are the luxurious Sleep-Air seats. .KLM's Royal Class. The absolute in first 
Making sure you arrive completely relaxed. The class executive travel. 
 unruffled peace and quiet. To let you prepare for Test us, try us, fly us. e600 
an important meeting. Or unwind after one. The à " Y D E 
superb cuisine, with a choice of 5 carefully prepared The Reliable Air line KL IVI 


Royal Dutch Airlines 





Lining up to vote; Golden Temple: wait and see. 


PUNJAB 


Back in the mainstream 
but problems run deep 


By Salamat Ali in Chandigarh 


Ithough not many dispute the gen- 

eral expectation that a simmering, 
Northern Ireland-type long, drawn-out 
phase of terrorism will continue in Pun- 
jab for quite some time, Indian political 
circles are divided on what the new post- 
elections phase in the state signifies. Na- 
tional political leaders on all sides be- 
lieve — or at least profess to believe — 
that the installation in Punjab of the 
Akali Dal government (the moderate 
communal party of the Sikhs) as a re- 
sult of the September elections brought 
Punjab irrevocably back into the Indian 
fold and was an trreversible setback for 
Sikh separatists. Political leaders and 
observers in Punjab are not so sure and 
their appreciations vary from “nothing 
has changed” to “let us wait and see. 

The new Akali government is a pro- 
duct of unprecedented communal 

larisation as well as a mass attitude — 
interpretations of which differ. Some 
believe the masses are tired of violence 
and have voted Akali as their best bet 
for peace and stability. Others believe 
the vote was merely for immediate relief 
from administrative harassment under 
draconian laws during New Delhi's di- 
rect rule over the state prior to Opera- 
tion Blue Star. Also the Akalis won on 
the promises of applying salve to a lacer- 
ated Sikh psyche, securing the release of 
all those jailed for political reasons and 
removing all Sikh grievances, whether 
socio-political or economic. 

The Akali government is thus caught 
between its constituents and New 
Delhi, which has the power to dismiss 
any state government on various 
grounds, including reasons of national 
security, and which will be judging the 
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Sixteen months after Ope Operation 
Blue Star — the of the 
helical SER Dios at Aatitar hy 
the Indian Army — elections were 
held in P on 25 September, 
installing the Akali Dal, the party of 
moderate Sikhs, in the state 
. But no one believes that 
the Punjab crisis is over. In four 
parts, the REVIEW examines 


Punjab's prospects. 














Akali government's performance by the 
success it is able to «ow in dealing with 
Sikh fundamentalism and extremism. 

R. L. Bhatia, president of the Con- 
gress party chapter in Punjab during the 
recent worst phase of the state politics 
and one of the general secretaries of the 
party at the national level, told the 
REVIEW: "The elections have brought 
Punjab back into the mainstream of In- 
dian politics and there is no possibility 
of its reverting back to the conditions 
that had led to Operation Blue Star and 
the tragic events that followed. The 
massive turnout at the polls was a vote 
against secession, terrorism, communal 
hatred and political instability." 


| n its policy statement to the newly elect- 
ed state legislature, the new Akali 
Dal government declared on 17 Oc- 
tober: "The people of Punjab have kept 
their tryst with the national destiny 
through the assertion of their democra- 
tic will against heavy odds and this 
amounts to a defeat of the forces of dis- 
ruption, destabilisation and extremism.” 








Politburo member of the Communist 
Party of India-Marxist (CPI-M), Har 
krishan Singh Surjeet, who but for his 
ideological affinities might have been 
chief minister of Punjab long ago, ar- 
gued to the REVIEW: "It is true that in 
the immediate future there is not much 
of a possibility of any major destabilisa- 
tion of either politics or law and order. 
There cannot be two opinions about the 
desire of the Punjabi masses for peace in 
the immediate future.” 

Surjeet further argued that propo: 
nents of Khalistan — independent 
homeland for Sikhs — in Punjab have 
seen that large-scale violence by Sikhs 
in the state as well as the retaliaton 
anti-Sikh riots outside it have failed to 
bring them any closer to their objective 

However, apart from Congress and 
the Akalis, political and non-political 
observers in Punjab are not half as san- 

uine about the state's future. Kirpal 

ingh, the sole Janata Party member 
elected to the Punjab legislature; 
warned in Amritsar: “It is no more than 
a fairy tale that elections showed lessen- 
ing of the communal divide, that Hindus 
also voted for the Akalis, that there is 
no possibility of any large-scale de- 
stabilisation and that Sikhs in Punjab 
are back in the mainstream. ^ 

Mubarak Singh, vice-president of 
the Janata Party in Punjab, added: "Tt is 
no longer a political but a pschological 
problem and I think, more than anything 
else, Punjab can use a large number of 
psychoanalysts. Communal polarisa 
tion is total and it beats me how anyone 
is going to bridge this great divide. Itisa 
matter of shame for us but a fact all the 
same, that our sole candidate won not 
so much because of our party program- 
me as because people wanted to vote 
against Congress and our candidate was 
a Sikh. We received only the Sikh vote 
It would be wrong to say that the Sikh 
crisis is over. It is a lull right now 

Gurbax Singh, principal of the 
tigious Khalsa College in Amritsar, also 
warned: “It would be a grave mistake to 
assume all is well in Punjab. There is à 
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ieve the next developments will depend 


—] upon how the Longowal-Rajiv accord is 









implemented. Should there be any sus- 
picion of bad faith in its implementa- 
tion, it would be anybody's guess what 
would happen here." The July accord 
between Prime Minister Rajiv Gandhi 
and the Akali Dal president Sant Har- 
chand Singh Longowal signalled Akali 
Dal's break with Sikh extremists. Lon- 
gowal was assassinated in August. 

Yash, publisher of Urdu daily Milap, 
said in Jalandhar: “Operation Blue 
Star has not been forgiven and even the 
most moderate among Sikhs, a highly 
respected former Congress minister, 
told me that it would not be forgotten by 
his community over even the next 500 
years." 

Virender, publisher of  Partap, 
Milap's rival and like Milap popular 
among Punjabi Hindus, echoed Yash's 
view and argued that the communal 
polarisation was continuing. 

The September elections were 
fought along communal lines and 
though Congress does not represent a 
communal platform, it has acquired the 
image of a Hindu party. On the other 
hand, the Sikhs, constituting 60% of 
Punjab's population, solidly voted for 
Akali Dal for the first time in their his- 
tory. Bhatia describes it as the Sikh re- 
venge against his government for all the 
real and imagined grievances. The Sikh 
gains in the Punjab state legislature ap- 
proximate the strength of the Sikh elec- 
torate. The lower castes among the 
Sikhs who previously constituted a Con- 

ress "vote bank" this time voted either 
or Akali, or in certain cases, for one of 
the two communist parties. 

Knowledgeable sources assert that 
New Delhi had decided to let the mod- 
erate Sikhs of Akali Dal win the Punjab 
elections and deal with the phenome- 
non of Sikh extremism. According to 
them, the elections have begun a new 
phase in Punjab politics in which the 
Sikh moderates will be confronting the 
fundamentalists of their own religion. 





v NE 
Sikh militants: opposed to elections. 


The fundamentalists are defined as 
those who believe that Sikhism is more 
than rituals and is to be practised as a so- 
cial creed. 

Judging by all accounts in Punjab, 
despite Gandhi's declaration that his 
party was contesting the state polls seri- 
ously, the Congress candidates for the 
State legislature were starved of funds 
and other necessary support. The Con- 
gress candidates for the national parlia- 
ment, however, had full support of the 
ruling party's formidable financial re- 
sources. Hence, in sharp contrast to its 
poor showing in the state legislature 
elections, Congress won six of the 13 
Punjab seats for the national parlia- 
ment. During their campaign, Congress 
candidates meeting local resistance had 
told various electorates to compromise 
and vote Congress for the national parli- 
ament and Akali for the state assembly. 





his is the first time the Akali Dal 

has captured power in Punjab with- 
out electoral alliance with any of the 
other political parties. But this Sikh vic- 
tory has isolated the Hindu community. 
which under one party label or the other 
had always remained associated with 
power. Political leaders are agreed that 


No longer a haven 


| By James Bartholomew in London 


l his first official visit to Britain, 
Indian Prime Minister Rajiv Gandhi 
has secured the British Government's 
agreement to look for ways to make Bri- 
tain less of a haven for Sikh terrorists. 
During his two-day visit to London 
starting on 14 October, Gandhi ob- 
tained a commitment from British 
Prime Minister Margaret Thatcher to 
investigate how such people could be 
extradited from Britain. 

Militant Sikhs who have committed 
violent acts in India cannot be extra- 
dited at present if they are able to show 
that their violent or other “criminal” 


acts were political in nature. This is the 
normal rule between Commonwealth 
countries under the Commonwealth 
Fugitive Offenders Act. But now law- 
yers from the Indian and British govern- 
ments will be seeing how this loophole 
might be closed. 

It will probably be done by —— 
the Suppression of Terrorism Act 197 
to include India. This act ratifies a con- 
vention agreed to by 15 European coun- 
tries, providing for extradition even in 
the case of politically motivated of- 
fences — though there is a proviso that 


where extradition would make the ac- 
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a symbolic representation to the Hindus 
in the Akali cabinet would not convince 
the Hindu masses who now feel insecure 
and somewhat let down by Congress. 

Punjab politics has always been com- 
munal but never before so polarised as it 
is now. Moreover, Akali politics is inex- 
tricably mixed with the Shiromani 
Gurdwara Parbhandak Committee — 
an organisation which under a law ad- 
ministers Sikh shrines and trusts and, 
apart from being the second biggest em- 
ployer after the government in the state, 
also provides funds for Sikh communal 
politics. Consequently, the newly 
elected Chief Minister Surjeet Singh 
Barnala has had to state twice so far that 
religion and politics remain inseparable 
for his party. Such statements put off 
Hindu masses. However, it is the pri- 
vate belief of Congress members that 
whatever the Akalis say in public, they 
understand the need to behave in a sec- 
ular fashion. 

The Akalis badly need New Delhi's 
financial support to rehabilitate the 
Punjab economy. The central govern- 
ment, according to Bhatia, sympathises 
with the economic needs of Punjab and 
realises that if it is to avoid the kind of 
confrontation now being sought by the 


cused liable to persecution on grounds 
of race, religion or nationality, then he 
or she may be tried in the country to 
which he or she has escaped. 

Britain's bending to Gandhi's pres- 
sure is a reflection of the high regard in 
which it holds India's democratic gov- 
ernment and judiciary, and may also 
owe a lot to the strong feelings which 
Thatcher has expressed on the need to 
contain terrorism, She has crusaded for 
tighter controls internationally and she 
introduced the subject at the 1984 
World Economic Summit in London. 

A third factor influencing the British 
Government is the damage which the 
activities of Sikh militants in Britain 
may have done to Anglo-Indian rela- 
tions. It is possible that India has held 
back on orders to buy British helicop- 
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CPI-M government of West Bengal 
with New Delhi, Punjab should be get- 
ting everything necessary to strengthen 
its economy and generate employment 
to wean away the Sikh youth from ex- 
tremism. 

All the same, because of the nature 
of support that has won them power, 
Akalis cannot be seen to be kowtowing 
to New Delhi. Akali Dal youth wing 
leader for the Anandpur Saheb area 
Amarjit Singh Walia told the REVIEW: 
“Our’ party's decision is to cooperate 
with the centre but there is a catch. 
Maybe it is because of the nature of our 
people or what-have-you; they do not 
like us to be too close to New Delhi." 

The Akalis have been voted to 
power for three primary reasons. First, 
there was anger against Congress both 
when it was ruling Punjab through the 
state legislature and then through the 

overnor after dismissal of the cabinet. 

econdly, Operation Munda — a mop- 
up manoeuvre against terrorists — com- 
ing so close to the polls reminded the 
Sikh masses of the acute need for peace, 
or, at least, protection from harassment. 
Thirdly, there was a general belief that 
Akalis would get for Punjab most of 
whatever it wants. 


ters and jets because of the bad feelings 
engendered. The Indian Government 
has denied this, saving that the delays 
have been over specifications and the fi- 
nancial package. (The deals, worth 
some £220-250 million [US$311-353 
million], still have not been finalised 
despite protracted negotiations. It now 
seems the equipment will be part of the 
British aid package to India.) 

The Indian Government has been of- 
fended by Britain's appearance as a 
haven for its enemies. After the murder 
of prime minister Indira Gandhi in 
1984, certain Sikhs in Britain were 
shown on TV openly celebrating. With 
about 350,000 Sikhs living here, Britain 
— along with Canada and the US — is a 
refuge for militant Sikhs outside India. 
The self-styled government-in-exile of 
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In this context, the Akali govern- 
ment faces an unpleasant task. On one 
side of the communal divide it is sus- 
pected of *working for Khalistan in in- 
stalments." On the other it is pressed by 
its electorate first of all to obtain uncon- 
ditional release of all Sikhs accused of 
terrorism, mutiny or desertion from the 
army. New Dehli has acquiesced in 
selective releases with the provision that 
the Akali government would keep an 
eye on them and see to it that they were 
usefully employed. Numerous rep- 
resentations for the release of the jailed 
Sikhs and reports from the jails indicate 
that the Sikh prisoners are fed up and 
want to be let out. However, Gandhi 
has made it clear that he would not in- 
terfere with army discipline and that 
those accused of firing upon the army 
and of other grave offences against the 
army and country would not be re- 
leased. 


Ithough the exact number of those 
involved is highly controversial, the 
magnitude of the issue can be assess- 
ed by the identical argument one hears 
in every Sikh village. It is argued 
that those who fired on the army 
were merely defending their holy 
shrines. It is also argued that those 
Sikh soldiers who deserted did so be- 
cause they had sworn upon their reli- 
gion to defend India with their lives 
and hence for them faith. came first. 
They left their posts to see for them- 
selves what had happened to the Gold- 
en Temple during the army crackdown. 
The other issue 
for the Akali gov- 
ernment is the de- |. 
molition and recon- |= 


struction of Akal 
Takht — which 
houses the supreme 
temporal authority 


— rebuilt by New 
Delhi following its 
almost total destruc- 
tion during Opera- 
tion Blue Star. 


the independent 
Sikh state Khalistan 
is also based in Lon- 
don. 


Going by Sikh traditions, holy shrines 
can be built only by Sikhs themselves 
through voluntary labour and their own 
money. 

Another immediate task before the 
Akali government is to face the chal- 
lenge to law and order posed by the ex- 
tremists. Its dilemma is that New Delhi 
expects it to ensure security but the 
party is committed to its electorate 16 
stop police entry into the Golden Tem- 
ple which could once again lead to ter- 
rorists turning it into a sanctuary be- 
tween raids. The Akali government has 
declared it would give “no quarter to 
any secessionist ideology or activity" 
but is terribly afraid of falling into a situ- 
ation where it could be accused of crack- 
ing down on Sikhs who have voted it to 


| power. 


The biggest challenge, however, is to 
rebuild Punjab's shattered economy. 
Punjab still has the highest per capita in- 
come of all the Indian states. Bank de- 
posits in Punjab stand at Rs 48 billion 
(US$4 billion) and it has a credit-depo- 


| sit ratio of 60% . However. the state cof- 








fers are empty and the entire outlay of 
Rs 5 billion for the fiscal year 1985-86 
proposed in the seventh economic plan 
will have to come from New Delhi. The 
Akali government will have to raise 
Rs 2.5 billion to keep the state econ- 
omy afloat. Consequently, the Akali 
government has asked New Delhi to 
reimburse it Rs 400 million which was 
spent during the governor's rule on the 
deployment of security forces. The Pun- 
jab government itself spends Rs 500 mil- 





In his speech at a 
banquet during his 
visit, Gandhi urged |. 4 mn , 
the British Govern- | Gandhi with Sikh supporters: pressure. 


ment “not to permit 
your territory to be misused for de- 
stabilising other societies." But it is 
not only the safety of Indian society 
that worried the British Government 
during Gandhi's visit. The personal se- 
curity given to the Indian prime minister 
was extensive, with troops and police 
marksmen attending his every move- 
ment. 

Just before Gandhi arrived, 12 peo- 
ple were detained under the Prevention 





of Terrorism Act. Since his departure, 
four of these, all resident in the town of 
Leicester, have been charged with con- 
spiring to murder him. One of the ac- 
cused is also c with being in pos- 
session of a revolver for which he did 
not have a valid firearms certificate. 
This has given the Indian Government 
some satisfaction since it has long 
claimed that if the British looked, they 
would find. oO 


























































ainst this backdrop, there is 
a family in Punjab, especially 


cated unemployed member. Punjab 


ering courses towards degrees. The 
ultural prosperity in the state has 
ed, for with intensive cultivation — 
heaviest application of fertilisers of 
/ state in India and advanced 
d — Punjab has reached a 
ge where no further significant gains 
be expected from the land, at the 
rent state of technology. Also, the 
acent states have put restrictions on 





onally, with more and more Indian 
ates becoming self-sufficient in ag- 
culture and because of ever increasing 
jst of farm inputs, Punjab has lost its 
agricultural clout. 

The three traditional ee in Pun- 
3 for the rural youth were farming, 
my and transport — in that order. 
th the sons-of-soil concept gaining 
icendancy in each Indian state and 
ith the farm economy in several other 
ates having reached the stage where 
irplus village labour seeks employ- 
ment in army and the transport sector, 
e Sikhs in Punjab are feeling cooped 





The general assertion in Sikh villages 
that the Sikh intake in the army has 
declined following Operation Blue Star 
nd consequent Sikh desertions. Al- 


J hile no major Sikh leader in India, 
Akali Dal, or outside it, has ever de- 


ndia are agreed that there is asection 
me the pins which supports the 


pt of a Sikh homeland within or 
India t to the Sikh religious belief 

apart, there is an 
ll z case for tracing it in re- 
t times. to the All-India, Congress 
ckstage influence over Sikh politics 
oth before and after Indian indepen- 


Before 1947, the Sikhs were encour- 
ed to raise the demand in various 
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manding Khalistan. 
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the Sikhs assert. 
| Sikh officers are finding themselves ig- 
nored for promotions. However, every 





h, that does not have one or more 


urchases of land by outsiders. Ad- | 


nded secession, all political quarters 


/hile many emmena link the- 





Sikh child in a middle-class family still 


| dreams of a career in the army or the air 
three universities and 153 colleges | 


force. The Sikh representation in the of- 
ficer corps of the armed forces is still 
high, standing at about 22% against 


their overall representation of about. 
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iso moving m.s 
b now has only smal 

dium scale industries, mostly in the 
private sector and owned by Hindus. 
Moreover, the. Department of Com- 
pany Affairs i in New Delhi is now deal- 
ing. with a large number of applica- 


tions, from both the well-established 
| compames 


s and new licencees in Pun- 
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11% at all levels. The Sikhs constitute 
less than 2% of India’s population. 
Given these limits to employment 
opportunities, many political leaders 
are agreed that industrialisation alone is 
the solution to Punjab's problems, for 
the educated unemployed, who are the 
backbone of terrorism and separatist 
sentiments cannot be weaned away 
otherwise. The reality, however, is that 
New Delhi, considering Punjab a state 
on "a live border," has so far been 
against major public-sector investments 
in Punjab. Besides, even if all the feasi- 
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'| came a distinct possibility, Sardar Swa- 
"either in the Sikh communal party, | 


ran. Singh — who later became Congress 
chief minister of Punjab and sub- 


‘sequently India’s foreign minister — de- 
manded in 1945 an independent Punjab. 
with new boundaries in which the three 


principal communities — Muslims, 


Sikhs and Hindus — should be almost. 


equal in number. 

These and similar demands were 
preceded by the proviso that the Sikhs 
did not want India to split but that, 
should it be divided on the basis of reli- 
gion, their existence should not be ig- 
nored either. After 1947, the politics of 
Punjab revolved around Congress and 
the Akali Dal, both trying to out-wit 
each other. : 

The basic weakness of the Sikhs dur- 
ing the British period was that they were 


nowhere in majority except in two tiny. 


sub-divisions of Punjab's large number 
of districts. The partition of Punjab, and 
the mass exchange of Muslim and non- 


.| Muslim populations across. the new in- 
"E ternational frontier, for the f o 
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jab to move their offices out of the state. 
There are quite a few of them whose op- 
erations continue in Punjab but their re- 
gistered offices have shifted since the 
situation in Punjab became uncertain. 

Adding to all these challenges and 
many more besides, the Akali Dal is 
faced with uncertainty within its own 
ranks as well as with mounting pressure 
from its more militant rival the United 
Akali Dal, led by Joginder Singh, father 
of the late Sant Jarnail Singh Bhindran- 
wale, who was killed in Operation Blue 
Star. 


found Sikhs acquiring the majority in 
several districts of the Indian part of 
Punjab. When India’s first home minis- 
ter, Sardar Patel, merged the princely 
states and formed Patiala and East Pun- 
jab states union, the Sikhs emerged in 
clear majority in the new state and Patel 
light-heartedly called the state a Sikh 


homeland. 


Even after partition, the Sikhs, felt so 
close to Congress that Akali Dal chief 
Tara Singh announced that he would 
soon withdraw his party from politics 
and leave all the Sikh politics to Con- 
gress. According to him, the Akali Dal 
would have continued only as areligious 
and social welfare orga isation. This 
made possible by 
Jawaharlal: Nehru, the Congress leader, 
promising at the Calcutta session of his 
party in 1946 “a set-up in the north, 
where the Sikhs can also experience the 
glow of freedom.” * 
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mittees, which under the Gandhi-Lon- 
gowal accord are examining Punjab's 
case against neighbouring states, cannot 
be expected to satisfy all the demands 
Akali Dal has made during its various 
agitations. Punjab cannot get all the 
river waters it wants without turning 
Rajasthan's currently green areas into 
desert, nor can it retain all the hydro- 
electric power it wants for itself without 
affecting other states. It also cannot 
take all the areas it wants from the adja- 
cent states without giving up something 
in return. 


ppreciating all these factors, some 

of the Akali Dal leaders who had ex- 
pressed serious reservations about the 
Gandhi-Longowal accord have been 
maintaining à diprenting posture within 
the moderate party. They could turn 
around to declare that their stand had 
been vindicated. More importantly, it is 
Akali Dal's history that except for the 
one time when the late Indira Gandhi 
dismissed its cabinet, its cabinets have 
invariably fallen to internal dissention, 
though New Delhi believes that pres- 
sure from the mass of Sikhs would force 
the Akalis to minimise the effects of 
their internal dissentions. 

A retired Sikh civil servant told the 
REVIEW that Sikhs as a people are 
highly conscious of their history and 
‘know. that their community in the past 
made temporary compromises. They 
are a pragmatic people who understand 
that any available advantage should not 
be thrown away but the same prag- 


Muslim member, refused to sign the 
constitution on the grounds that it of- 
fered nothing to the Sikhs. 

Some time before the Congress gov- 
ernment in New Delhi accepted the de- 
mand for reorganisation of the states on 
a linguistic basis, the Akali Dal de- 
manded creation of a Punjabi-speaking 
state. They were torn between their 
public demand for a linguistic state and 
their real desire for a Sikh-dominated 
state. Having been in close contact with 
the inner caucus of Congress, the Akalis 
were aware that a demand for a state 
based on religion would be like a red rag 
to a bull. 

The demand for a Punjabi state was 


rejected on the ground that Hindus in 


Punjab declared their language to be 
Hindi and not Punjabi. Nehru declared 
that he could not create a Punjabi- 
speaking state unless the Hindus ag- 
reed. The Akalis launched an agitation 
which was withdrawn when war broke 
out between India and Pakistan in 1965. 
Concessions towards a Punjabi-speak- 
ing state finally came in 1967 when 
Nehru's daughter, Indira Gandhi, be- 
came the prime minister. However, 
the Punjab that emerged did not con- 
tain all the Punjabi-speaking areas 

and it had to share its capital with the 
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Sffentive at à 
time when the circumstances are right, 
he said. 

Gurdev Singh, office secretary of the 
Akali Dal, argued that the Akali gov- 
ernment should be able to solve the 
Punjab problem because it knew that 
the cause of all problems during the past 
four years had been economic. How- 
ever, acting convenor of the All-India 
Sikh Students Federation, H. S. 
Kahlon, wanted by the police for at least 

uestioning if not more, told the 

EVIEW that his organisation had al- 
ready collected 250,000 signatures on à 
petition to the Akali government to 
either ensure the release of Sikh prison- 
ers or resign. He was confident of 
mobilising more than 10,000 persons for 
a march on Chandigarh, capital of Pun- 
jab, to present the petition. Asked 
about his ultimate aim, he said: “All I 
can predict with certainty is that New 
Delhi shall have to accept the Anandpur 
Saheb resolution [of 1973, which de- 
manded a greater degree of au- 
tonomy].” 

The students federation, suspected 
of terrorist links, is one of the drivin 
forces behind the militant United Akali 
Dal which could have been a formidable 
force but for the murder of Longowal. 
Some say Longowal was mourned more 
by the Hindus than the Sikhs. And ob- 
servers are not prepared to rule out the 
United Akali Dal as a politicai factor, 
because ^the effects of fundamentalism 
are still there;" as one put it, and also 
because the students federation is be- 
hind it. o 


new Hindi majority state of Haryana. 

Frustrated, the Akalis for the first 
time adopted a charter of demands in 
October 1973 at Anandpur Saheb — 
one of the holiest Sikh shrines. Split into 
three sections — religious, economic 
and political — the resolution, among 
other things, demanded the inclusion of 
some specific Sikh-majority areas in 
Punjab from the adjacent states of 
Rajasthan, Himachal Pradesh and 
Haryana, and stated “in this new Pun- 
d the central intervention should be 
imited to defence, foreign affairs, post 
and telegraphs, currency and railways. " 
One demand was that the collection of 
all taxes be left to Punjab state, which 
would give a pro-rata share to New 
Delhi. 

The Anandpur Saheb resolution was 
reiterated twice over the next few years 
but no agitation was launched until after 
Mrs Gandhi dismissed the Akali gov- 
ernment in Punjab and subsequently 
held fresh elections, which saw her Con- 
gress party emerge victorious. The 
Akalis launched an agitation in 1982 
and soon converted it into a Dharm 
Yudh (religious crusade). They started 
a “pack-the-jails” campaign, burnt 
copies of the Indian Constitution, called 
for recognition of Sikhs as a distinct 
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Welcome to Citibank, the world's 
leading bank with more than $150 bil- 
lion assets. 

At our Asian Banking Centers, 

own Personal — will hel ace 
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people and demanded implementa- 
tion of the Anandpur Saheb resolu- 
tion. 

Several meetings between them and 
Bos in New Delhi proved 
ruitless. The state during this period 
Saw a rise of terrorism on a large scale. It 
led eventually to the storming of the 
holiest of Sikh shrines — the Golden 
Temple at Amritsar — by the Indian 


Army using tanks and artillery and con- | 


sequent incidents of mutiny and deser- 
tions by Sikh soldiers. The Golden 
Temple incident led in turn to the as- 
sassination of Mrs Gandhi by two of her 
Sikh bodyguards, which triggered off 
widespread anti-Sikh riots in northern 
India. 

Mrs Gandhi's son Rajiv, in his elec- 
tion campaign in 1984, pledged to assign 
top priority to the solution of the Punjab 

roblem. He released Akali Dal leaders 
including the party president, Sant Har- 
chand Singh Longowal, from jail and 
soon afterwards signed an agreement 
with him conceding most of the Akali 
Dal demands. The agreement led to 
Longowal's assassination by militants of 
his own community who considered him 
a traitor to the Sikh cause. 

But the agreement paved the way for 
the holding of elec- 
tions in 
For the first time 
contesting without 
any alliance with 
any party, the Akali 
Dal swept the polls 
and formed a gov- 
ernment under 
Akali acting presi- 
dent Surjeet Singh 
Barnala. The Akali 
Dal is a communal 
party of the Sikhs 
which under its 
constitution can 
accept as members 
only those Sikhs 
who grow beards 
and keep their 
hair long. Clean- 
shaven Sikhs cannot be members. 

It is silent on the Anandpur Saheb 
resolution now, on the argument that 
under the Gandhi-Longowal accord it 
has been referred to a commission set 
up by Mrs Gandhi earlier to examine 
the relationship between the central 
government and the states, and that this 
means implicit recognition of the valid- 
ity of the resolution. 

The Akali electoral victory has been 
hailed by Sikhs, including expatriate 
Sikhs who are now the sole public pro- 
ponents of Khalistan, as a triumph for 
the Sikh community. It is considered a 
step towards realisation of Sikh aspira- 
tions, variously defined as the creation 
of a sovereign Sikh state to a state within 
India but dominated by the Sikhs who 
constitute slightly over 62% of Punjab's 
population but less than 2% of India's 
total population. — Salamat Ali 
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Terrorists at large and — 
security remains tight 


O ne of the general secretaries of the Congress party, R. L. Bhatia, was re- 
turned to parliament from Amritsar for a second term in the 25 Sep- 
tember elections in Punjab. He argued to the REVIEW on 5 October: “Ter- 
rorism cannot end overnight because hard-core terrorists still at large, coupled 
with help from abroad, could ensure continuing stray cases of terrorism, but 
the people in Punjab are aware of this factor and reconciled to it." Another 
Punjabi political leader, New Delhi-based Inder Gujral, who is one of the gen- 
eral secretaries of the Janata Party, disagreed: “The terrorists as a factor en- 
joying wide support among Sikhs is finished. But this is not to say that ex- 
tremism is over.” 

Killings — both criminally and politically inspired — have continued to 
occur every few days. Local Congress party leaders have not been able to rest 
any easier now that the Sikh extremists’ prime targets are the ruling Akali 
Dal's officials. On 16 October, Sikh terrorists killed Ram Lubbaya, a Con- 
gor leader in Taran Taran, and, three days later, another Congress official, 

ajpal Kang, was gunned down by two unidentified men near Gurdaspur. 
Everywhere the fear of terrorism lurks just below the surface. 

The newly elected Punjab legislature has met under the strictest-ever secu- 
rity arrangements; no one is permitted to enter the legislators’ hostel in Chan- 
digarh without being searched; and the Akali chief minister, Surjeet Singh 
Barnala, has 150 men assigned to his personal security. He and his No. 2 in the 
cabinet, state Finance Minister Balwant Singh, live in virtual fortresses as they 
are prime targets of the terrorists who consider them traitors to the Sikh cause. 
Everyone in Punjab believes that their lives will be in danger for at least six 
months — the period considered necessary to cool down hot 
tempers. 

At Jalandhar, Punjab's newspaper centre, all newspaper 
EM. offices are guarded by a double cordon of armed men — one 

EN rovided by the police and the other employed by the pub- 
ishers. Baljinder Singh, editor of the most ular Sikh 
newspaper, Ajeet, said that even he received threatening 
letters and for that reason sits with a revolver at his side. 

The newspaper publishers and other public figures in 
Punjab are not being paranoid, for in the wake of Operation 
Blue Star (the Indian Army's attack on Sikh extremists 
holed up in the Golden Temple in Amritsar and elsewhere in 
the state) official estimates were that half of the known 
strength of terrorists had escaped the dragnet. The remain- 
der had boosted its strength through induction of fresh re- 
cruits infuriated by what they considered a grave insult to 
Sikh honour and religion. 

Irrespective of various operations carried out so far by 
the security men, Punjab still is full of illicit firearms. It is 
estimated that half of the weapons in the state are un- 
licensed. One added complication is that a large number of 
young men from Amritsar, Gurdaspur, Ferozpur, Kapurthala and Jalandhar 
districts have been missing from their homes for one year or more. These men 
are wanted by the police, and the new Akali administration is under pressure 
to end their fugitive status. 

The assessment in New Delhi that violent militancy has been contained 
seems somewhat unrealistic, for only one week before the polling day, security 
forces had to launch their second biggest operation since Blue Star to ensure 
that the terrorists did not disrupt the polls. The second major manoeuvre — 
code-named Operation Munda — saw more than 100,000 men of the security 
forces deployed in the state, using motor-boats, helicopters and numerous 
other vehicles to comb for suspects. They rounded up hundreds of villagers but 
not one well-known terrorist. 

Not many in Punjab believe that the terrorists have lost sympathy and 
would no longer receive sustenance from the surrounding population. Com- 
munist by of India-Marxist leader Harkrishan Singh Surjeet argues that the 
effects of Sikh fundamentalism are unlikely to wear off in a hurry. Former 
Punjab police chief, B. S. Dhanewalia, himself a Sikh, pointed out that some 
government officials believe they have achieved a respite from Sikh militants 
with the Akali government, but added: “If extremism is going to remain a fac- 
tor in Sikh politics, the terrorists will also remain, for they are rooted into that 
phenomenon alone." — Salamat Ali 
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Friendliness can be charm. 





Friendliness can be concentration. 





Perhaps it’s part of the secret of our success that we interpret the notion of friendliness very broadly. 


Because we want our passengers to experience friendliness whenever they come into contact with Swissair. 


After all. reliable reservations, precise information and helpfulness are really much more engaging than 
the most radiant of smiles. Which you don't, of course, have to dispense with, as you can tind out for 
yourself day by day, worldwide, and in all three Swissair classes. swissair « 
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ames Clad in Kuala Lumpur 


iven Prime Minister Datuk Seri 
E Mahathir Mohamad's oft-express- 
disdain for Malaysia's Common- 
Ith ties, the 60-year old leader's de- 
n to attend the 16-22 October Com- 
ealth Heads of Government 
ng in.the Bahamas caused some 
rise in diplomatic circles. As re- 
















































































n his misgivings about the 49- 
wr collection. of former British 


British Prime Minister Margaret 


sof the past.” 

lot surprisingly perhaps, Mahathir 
berately left open the level at which 
ivsia would attend. the Nassau 
ering — so much so that when 
aman Foreign Minister. Clement 
ard visited Kuala Lumpur in July 
ersuade Mahathir to attend he failed 


reign 
ithauddeen would go to Nassau, but 
er it appeared that Deputy Prime 
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lusain Haqqani in Islamabad 

"a akistans National Assembly has 
animously approved a modified 
in of the Constitutional Amend- 
‘Bill which validates actions taken 
g eight years of martial law, paving 
ay for the restoration of constitu- 
government. | 

1sensus was reached between var- 
oups within the non-party assem- 
the government accepted op- 
Suggestions curtailing powers 
he president and provincial gover- 
. These powers, which were virtu- 





tution — put into abeyance by Presi- 
nt Zia-ul Haq's martial law — were 
troduced by Zia in March through a 
artial-law order. 

The government first sought par- 
ntary endorsement for  Zia's 
dments but withdrew a draft bill 
opposition from the Independent 
amentary Group (IPG) (REVIEW, 
.). A new bill drafted after con- 
on with government critics failed 













ly as April, Mahathir had made | 


ies, choosing a state dinner for vis- | 


her to call the grouping "a crea- | 


Ainister Datuk Musa Hitam would at- 


non-existent in Pakistan's 1973 con- 











a athir attends a Commonwealth meeting despite reservations 


tend the meeting. It was said that 
Mahathir's heavy overseas travel pro- 
gramme, including visits to China and 
elsewhere in the region, made an ap- 
pearance at Nassau unlikely. 

But on 19 September Mahathir re- 
versed himself, saying he would go be- 
cause the Commonwealth session's 
anti-apartheid agenda needed Malay- 
sia's voice, especially as Malaysia's first 
prime minister, Tunku Abdul Rahman, 
had initiated the resolution to expel 
South Africa from the Commonwealth. 
Some among.the local press described 
the decision as a gracious "response to 
pleas" from other Commonwealth lead- 
qs, including Commonwealth secret- 
ary-general Sir Shridath Ramphal, that 
he attend. — 





As the Commonwealth sessions by 
definition are for heads of govern- 
ment, efforts are normally made to se- 
cure top-level attendance by all mem- 
bers. Yet other reasons may also have 
turned Mahathir around. High among 
these may have been his unpublicised 
bid to hold a top-level Commonwealth 
meeting in Kuala Lumpur next year. 


ananena 


onsensus at last 


' national assembly approves constitutional amendments 


to pacify IPG members, leading to 


another round of negotiations. Consen- 


sus was finally reached after Zia and | 


Prime Minister Muhammad Khan 
Junejo agre 





the constitutional bill by moving numer- 
ous amendments, supported the move, 
leading to the bill's approval. 





he modified bill limits the president's 

right to. dissolve the national as- | 
a subjecting it to prime ministe- 
rial advice. The president's discretion to 


appoint provincial governors has also 
been withdrawn, and the governors will 
now be appointed in consultation with 
the prime minister. The Political Parties 
Act will no longer be an appendix to the 
constitution under the bill and will be 
subject to amendment as an ordinary 
law. After passage of the constitutional 


| amendments by the senate, the next 
stage before lifting martial law will be - 
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-on further concessions, 
incorporating four modifications in the 
bill. The IPG, which had filibustered | 
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less. prime ministerial displeasure. 
Mahathir attended the last one of these 
sessions, in Port Moresby in 1983, and 
found the session useful in cultivating 
South Pacific countries — most of which 
belong to the Commonwealth. 

In pressing Mahathir to come to the 
Nassau gathering, Ramphal and others 
have suggested that appearances will be 
better served by Mahathir attending, 
though a Malaysian ini to host the 
next such session in Kuala Lumpur next 
year was accepted in principle in Port 
Moresby and will be discussed in greater 
detail when Papua New Guinea Prime 
Minister Michael Somare makes a plan- 

















existing Antarctic Treaty powers — and 
even Malaysia's fellow Asean countries 
— have shown little. enthusiasm: for 
Mahathir's plan to internationalise An- 
tarctica, Rithauddeen came back from 
the recent non-aligned summit in 
Luanda with some good news: some Af- 
rican countries apparently like the idea. 
Officials suggested therefore that 
one reason behind Mahathir's decision 
to step up the rhetorical pitch of Malay- 
sia's consistently anti-apartheid posi- 
tion while in Nassau stems from his 
wish to win more Commonwealth Black 
African support for his Antarctic propo- 
sal. 
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the introduction of a law on political 
parties. Both Junejo and Zia have com- 
mitted themselves to the withdrawal of 
martial law by 31 December, after re- 
storation of political parties. 

Although the government had the 
requisite two-thirds majority in parlia- 
ment to push through the constitutional 
amendments — including a clause for 
validation and indemnity of martial law 
— without modification, Zia had in- 
sisted that the bill be passed by consen- 
sus. "The president conceded a lot to 
achieve consensus and has emerged as 
the nation's elder statesman," one MP 
suggested. “He is the architect of the 
new political system and he has demons- 


trated his will to keepitgoing." . 
Opposition politicians outside parlia- 


ment agree that the changes in the con- 
stitution will lead to a lifting of martial 


law.and that independent MPs have 


proven to be hard bargainers. But they 
réfuse to accept the legitimacy of the 
exercise, insisting instead on restoration 
of the pre-1977 constitution. A leader of 
the li-party opposition Movement for 
Restoration of Democracy said: "Zia 
has secured parliamentary endorsement 
for the past and also secured his future. 
Our major difference [m MPs] is that 
they are prepared to legitimise martial 
law to secure its lifting whereas we are 
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BOEING DEZ OO 
$99 8 HSE 9 9 T9**999939*939*.— ` 


Carrying 220 passengers, this 767 is perfect 
for short- to medium-range routes. Unique seven-abreast twin-aisle 
seating gives nearly everyone a window or aisle seat. 
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Easily handles up to 49 more passengers than the 767-200, giving this 
Boeing the same capacity as older twin-aisle jets. 
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Comfortably flies 261 people up to 1200 miles farther than the 767-300, 
making the extended range model a perfect replacement for wide-body trijets. 


The perfect airplane for the growing airline. 


The Boeing 767 is the — 767 options to come. All ver- ground support equipment. 
only twin-engine, twin-aisle sions can be piloted by the — All of which makes running 
airplane that can grow withan same crew. All use the same an airline much more efficient. 
airline. And there are more spare parts. Allusethesame And much more profitable. 
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Canon puts new status into 





Thermal transfer printout Color ink-jet printout 


Presenting four advanced 
the Canon A-200 


Now, the thousands of IBM PC 
programs you run on your Canon 
A-200 — from business graphics, 
word processing to spreadsheets — 
can be turned into presentation- 
perfect 'hard copy'. Thanks to Canon's 
new family of compact printers, you 
can give your business communications 
status that's guaranteed to impress. 
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Thermal transfer printers for Color ink-jet printers for brilliant 
letter-quality copy business graphics 
For businesses that demand high Top quality color graphic presentations. 
quality copy on plain paper. Choice of New Canon drop-on-demand ink-jet 
letter-quality, near letter-quality or technology prints virtually any theme 
draft modes. In 8 fonts. And 4 colors in 7 brilliant colors. On plain paper 

. — black, red, blue or brown — to rolls to overhead projection film. 
give your documents and graphics Choice of standard/enlarged characters 
that extra professional color. and reverse black/white prints. Your 


imagination's the limit! 





Headquarters: Canon Inc., Tokyo, Japan. Regional Office in South East Asia: Canon Hong Kong Trading Co. Lid. Indonesia: Datascrip Office Systems P T. Tel: 413508 
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Dot impact printout 


printing technologies for 
Personal Computer. 
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Serial dot impact printers for high 
speed at an affordable price 

You get both high speed, 160 cps 
(characters per second) and 
economy. Choice of two printer 
widths: 80 or 156 characters per line 
for printing tables and data. And draft 
or near-letter quality modes for both. 
Plus capability to print high resolution 
graphics. The logical alternative for 
budget-minded businesses. 


Philippines: Datagraphics Inc (MCC). Tel: 85-5011 Automation Systems Technologies. Tel: 48-91-58 
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Laser beam printers for the last 
word in professional presentations 
The ultimate in Canon printer 
technology. For sophisticated 
applications such as word processing, 
data processing, graphic print-out — 
anything that demands top speed and 
quality. Only 26 Kg. in weight, the 
world's smallest laser beam printers 
can run an amazing 8 pages a 
minute! In black or brown. The latest 
state-of-the-art technology. At a most 
sensible price. 
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Laser beam printout 


Canon — a world-wide reputation 
for quality 

With the Canon A-200 Personal 
Computer and your choice of printer, 
you've got more than a complete 
business system. You've got the 
status and backing of a name 
renowned worldwide for quality and 
dependability. From cameras to office 
machines, you get Canon's unique 
innovation and technological mastery 


So come to the Canon representative 
nearest you. You'll find office 
automation never made better 
business sense! 
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Introducing 


the Regency Terrace 
The new sun-spangled 


E 


wing of Hyatt Regency DA : > 2 
Singapore is a resort in the PENE Y 4^ 
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heart of the city, complete with an d» Cane — 
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incredible four-storey waterfall, a landscaped 
pool area, lush tropical greenery, a fitness centre, squash 
and tennis courts. A bright and breezy welcome awaits every guest 
in its 320 beautiful rooms, each with its own private covered alcove. 

For business or pleasure, the Regency Terrace is a spectacular touch of Hyatt. 

Don't you WISH 

YOU WERE 
HERE." 


HYATT REGENCY€S)SINGAPORE 


For reservations call 7331188 in Singapore or contact the nearest Hyatt or Travel Planner. 












WWF Kojo Tanaka BCI 


The 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money — your money. 

Please send contributions to the WWF 
National Organisation in your country or direct to: 


WWE International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
Far Eastern Economic Review 
Advertisement prepared as a public service by Ogilery & Mather 
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...awards for consistency to Perpetual... 
for achieving a place in the top five for 
all the years shown 99 (one year, two 
years, three years, four years, five years 


and ten years). 
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Successful investment 


Behind the Perpetual mountain are the combined 


skills and experience of a number of the U.K 5 
most successful investment directors - with 
established records to support this claim. They, 
in turn, are supported by a worldwide research 
and analysis network covering the world’s 
principal stock markets. 
The most established of the Perpetual funds, the 
international Growth Fund, is a testimony to the 
achievement of this resource. The U.K5 top 
international fund : x [20 26 
internati nal unc Growth — 120.260 
over the period since Fan 
its launch on the 

£15,000 up 
llith September 1974, | 
the Fund has Pe Soe 

; £10,000 
transformed the value| | 
of an original 
investment of £1,000 


which would today be} q / 1 
Sirve £1,000 ai i ‘ 
worth £20,260. «Sf E 


Moreover, an 74 30th September 85 
original investment — | !!'^ Sept lOth Sept) 
would have increased in value every year during 
the Fund’s || year life span. 
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For international investors 
Recognising the particular requirements of 
investors based outside the United Kingdom the 
Perpetual Group has developed a range of unit 
trusts based in Jersey, Channel Islands. 


The Offshore Growth Fund 


Is an international unit trust based on the same 
immensely successful investment philosophy as 
the U.K. based Growth Fund. Launched on the 
23rd January 1983, the Fund invests in à 


widespread of leading companies trom the 
world's principal stock markets. 





For more specialist investors:- 


The Offshore 
American Fund 


| The Offshore Emerging 
Companies Fund 


investing in the stock 
markets of North America 


investing internationally in 


today s more exciting companie 





6 perpetual has perhaps the most 
impressive track record of all the 
management groups over the ten 


year period: 49 Planned 
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The best in-flight 
technology begins here. 
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Lufthansa's standards begin on the ground with continued innovation, continued 
improvements and continued leadership. 


©) Lufthansa 
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€ A YEAR ago, I reported in these col- 
umns that the "Imperial and Royal" 
pastry shop for Vienna, the famous 
Demel's Konditorei, was waging war on 
Japanese tourists, having posted a 
notice in its windows, “Off limits for Ja- 
panese." This was the proprietor's re- 
sponse to the shock of finding that the 
name of Demel had already been regis- 
tered in Japan by a Japanese pastrycook 
once apprenticed in Demel's kitchens 
(REVIEW, 30 Aug. '84). 

When I lived in Vienna, all of 35 
years ago, I had a flat bang in the centre 
of town, right on the Josefplatz, oppo- 
site the Hofburg, just around the corner 
from the Opera House and the Cafe 
Mozart. The latter was probably the 
best known kaffeehaus of Vienna’s hun- 
dreds of such establishments and was the 
subject of one of the themes of the clas- 
sic film about post-war Vienna, The 
Third Man. 

I might have known that the Japan- 
ese would wreak a characteristic re- 
venge. How many of the Viennese sip- 
ping coffee in the Cafe Mozart today 
realise that they are enjoying the hospi- 
tality of the Mitsukoshi group, which I 
learn from Dr S. J. Szuszkiewicz has 
taken, over this supreme example of old 
Vienna's Belle Epoque, with its brass 
fittings, wooden panels and mirrored 
walls. The Cafe Mozart offers many dif- 
ferent types of cakes and pastries, which 
can be washed down with many var- 
ieties of coffee, including the Kaiser- 
mélange — which is coffee with egg yolk 
and honey. Naturally, Viennese would 
assume it is named after the Austrian 
Kaiser (Emperor) Franz Josef. Today it 
could be that the new management has 
Emperor Hirohito in mind. 
€ JAPAN is wreaking its vengeance on 
the Germans too: Kirin beer is now on 
sale there, though, according to the item 
in the Japan Times spotted by Thomas 
Matsuura, the product will lack some 
punch (or hops): 

Kirin 


Brewery Co. an- 


nounced Thursday it will be- 
gin exporting to West Germa- 


ny on March 1 a new all-malt 
beer made from only malt, 
hopes and water. — 





€ | AM looking forward to meeting Dr 
Dennis Doolin over a beer or two when 
next | am in Tokyo as he tells me that as 
a 15-year resident of Tokyo he has a 
whole collection of Japanese signs and 
T-shirts. Meanwhile, he has been kind 
enough to share the following gems with 
us: NIKKO: No botanizing, drinking, 
or uproaring in the garden. OSAKA 


. PET SHOP: Fondle dogs. MACHIDA 
CAR WASH: We wash vou. OSAKA 
PEDIATRICS HOSPITAL: S 
for the decease of children. : 
of 


cialist 
OKYO 
Fowl. 


| EGG STORE: Extract 








NARITA AIRPORT: We take your 
bags and send them in all directions. 
SHIBA HOTEL, TOKYO: Freight 
elevator in repair. During that time we 
regret you will be  unbearable. 
BRIDGE NEAR OSAKA: Cars will 
not have intercourse on the bridge. 
TEITO HOTEL, TOKYO: Vertical 
parang only. ON DIARRHOEA 
EDICINE BOTTLE: Take three tab- 
lets a day until passing away. ASAHI 
EVENING NEWS, 10 FEB.1983: Solu- 
tion to Lebanon Crisis Remains Unsol- 
ved. NAGASAKI PUB: Drinks and 
giris mixed next to your pleasure. SUP- 
ORT PANTY HOSE: Our nylons 
cost more than common but will find 
best for long run. TOKYO NAMIKI- 
DORI FURRIER: We make fur out of 
your skin. CHISELLED IN STONE 
ABOVE GINZA STORE: Dresses for 
ladies and gentlemen. LABEL: Old 
Airshi Wsky — since early 1800s. 
MEN’S ROOM, SHINJUKU STA- 
TION: To stop drip, turn cock to right. 
LABEL: Sunlight Soap - Lever 
Brothels Ltd. TOKYO BAY SEW- 
AGE DISPOSAL PLANT: Dirty 
Water Punishment Place. OKACHI- 
MACHI JEWELRY STORE: Come in 
and have your thing engraved. NARA 
DEER PARK: Beware of bucks with 
long horns. 
e THE “Beware of the Deer" signs 
in Nara Park have featured before in 
this column, but I fear the photograph 
we reproduced was not very clear. 
The latest visitors to spot it, Mr and Mrs 
A. Hashim, carefully typed it out: 


CAUTION 


Everbody: Take care of Hind! 
It is the season Fawn is 
born about this time. It 


may be case if you approach 
him, his mother deer being 

full of maternal love gives 
you a kick by her forefeet. 


è BACK to the gems supplied by 
Doolin, he provides this dialogue from à 
handbook entitled English Conversa- 
tion for Police Authorities: POLICE- 
MAN: What countryman are you? 
SAILOR: I belong to ‘Golden Eagle’, 
British Man-of-War. POLICEMAN: 
Why do you strike this man? SAILOR: 
He told me impolitely. POLICEMAN: 
Do you striking this man for this? 
SAILOR: Yes. POLICEMAN: But do 
not strike him for it is forbidded. 
SAILOR: I strike him no more. (Sailor 
leaves.) 2ND POLICEMAN TO IST 
POLICEMAN: You speak English 
very well. IST POLICEMAN: You 
jest. 

e THE elders of the city of Kitakyushu 
on the northernmost tip of Kyushu Is- 
land are exercised about their home 
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town's reputation. As a recent an- ] 
nouncement by the city government | 
stated: “Kitakyushu City is the urban T 
area in Japan which prospered earliest | 


















from the -— metals industries and — 
rt activities. Because of this, our city — 
as an over-exaggerated image asa grey — 
industrial community. In — to cimi 
nate this idea, the City government has | 
been involved in various projects such 
as the one to green up the city, one to | 
clean the environment and another to 
develope in Kitakyushu an individual — 
culture of its own. Through these efforts 
Kitakyushu has indeed become a 
greener and more beautiful city.” " 
But the elders were not content to sit 
on their greened-up laurels, and de- 
cided to "involve and use the talents" of 
the local women and in June organised 
"The Kitakyushu Women's Forum.” 
Present at the forum was Hatsuko Mat- 
sunaga, solemnly described as “a pro- — 
fessional toilet mural designer from 
Yokohama" who suggested that the city” 
should let children paint the public - 
toilets. This idea gathered much interest 
for, the City Fathers feel, “A toilet is ~ 
one gauge by which we can measure the ^ 
cultural level of a city." They then de- 
termined to launch a competition: n 


2 JI 


A Utopian Image for Our Public Toilets Introduction. | 
to the Public Toilet's Wall Mura] Desige Contest. | .- 





Attached to this handout were in- — 
structions of how to enter the competi- — 
tion, under the heading: “Utopian Pub- ~ 
lic Toilets." This repeated the theme: 
"Toilets are a barometer for under ^ 
standing culture," and stated that the ~ 
city elders hope through the contest to — 
"create public toilet facilities which are 
bright and cheerful." Distinguished art 
ists, academics and journalists would 
judge the submitted paintings and the ~ 
winner (Ist Prize ¥ 100,000 [USS$4 AS) 
would be painted on the wall of one 
of the city's conveniences. Those of our 
readers who would like to enter can get 
further details from: * 

Kikakuka Kikakukyoku, 

1-1 Jonai Kokurakitaku Kitakyushu ` 
— which, if it isn't a drunken Spanish f 
cockroach, sounds like the cry of a~ 
jungle bird. My thanks to all the readers p 
who sent in entry forms. S 
© FINALLY, a wonderful brand-name 
for a new Japanese whisky: 
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r y Paul Quinn-Judge in Bangkok 
wo» hanges in the central committee of 
Wl the Khmer People's Revolutionary 
- Party (KPRP) leadership indicate dis- 
_ satisfaction with the performance of the 
- armed forces, the KPRP's own organi- 
= sation commission and probably the 
Ministry of the Interior. The changes 
| were announced on 16 October, the 
final day of the fifth KPRP congress. 
A new politburo contains two almost 
i E unknown faces: Nay Pena, Prey Vihear 
| province party secretary, and his coun- 
- terpart for Phnom Penh, Nguon Nhel. 
Bie ochina's first woman politburo 
z member, Men Samon, head of the 
KPRP's propaganda and training com- 
p vission, also was elected. 
The interior minister, Khang Sarin, 
1s the most senior figure to go. Until 
- now he had been one of two non-polit- 
E buro members of the party secretariat. 
Neither of the two known deputy in- 
(e ior ministers were elected to the cen- 
ral committee. 
A . Some reproachful-sounding words 
for the armed forces at the congress 
Suggested considerable displeasure with 
E eir rformance. Chief of General 
E Soy Keo, a full central- 
committee member, was dropped and 
. deputy, Chay Sang Yun, was 


( 
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L Heng Samrin: Born 1934, Kompong 
- Cham. Joined Khmer Rouge in 1959, 
|. thus missing post-Geneva exodus to 
Hanoi. By 1975, commander and chief 
- political commissar of Khmer Rouge 
4th Division. Also deputy chief of staff 
| Khmer Rouge eastern zone, which 


Oo 
provided many senior leaders for Peo- 
p 


jj e's Republic of Kampuchea (PRK). 
E Broke with Pol Pot in May 1978. Top 
E sader in title, but probably not in rea 


" Chea Sim: Born in 1932, Prey Veng. 
Boine anti-French resistance in 1952, 
= according to some accounts after a 
= as a Buddhist monk. May not 
ve regrouped to Hanoi in 1954. East- 


| 





| of Khmer Rouge region 20, north of 
T Prey Veng. and later a member of 
Khmer Rouge National Assembly. 
- Broke with Khmer Rouge in May 1978, 
| along with Heng Samrin. President of 
. national assembly. In protocol terms 
- and in reality probably one of the top 
. two leaders. 







TI Ye Phnom Penh shuffle 


| A party congress makes important central committee changes 


elected. Chay will ordbably take over 
the CGS slot soon. Also noteworthy 
was the failure of the chief of the armed 
forces’ general political department, 
Meas Kroch, to be elected. 

The continuing weakness of the 
KPRP itself appa- 


rently led to the 
dropping of Chey 
Saphon, deputy 


chairman of the 
party’s organisation 
commission. He is 
believed to have 
handled the com- 
mission's day-to-day 
work for the com- 
mission’s chairman, 
Say Phouthong. The 
congress is said to 
have brought to- 
gether the represen- 
tatives of 22 party 
branch organisa- 
tions. Given the fact 
that each of the country's approxi- 
mately 17 ministries and each province 
should have at least one party branch, 
the figure of 22 organisations suggests a 
very thinly spread KPRP structure. 
Chey Saphon may have been re- 


i olitburo profiles 


| Many top leaders are relatively young former Pol Pot followers 


Cham. Prime minister and foreign 
minister. Joined revolution in 1970, and 
by time of his defection in June 1977 was 
deputy regimental commander of an 
eastern zone unit. 

Say deem Born 1925, Koh 
Kong. An ethnic Thai. Head of Kam- 
puchean People's Revolutionary Party 
organisation commission and probably 
PRK's key leader. Joined anti-French 
resistance in 1948 and regrouped to 
Hanoi in 1954. Broke with Pol Pot re- 


gime in April 1974, about time of a 


major purge of the southwestern zone, 
where Phouthong was à cadre. His offi- 
cial biography says he organised a unit 
of "pure revolutionary forces" and 
fought the Pol Pot regime until 1979. 
Believed to have been operating along 
Thai border during this period, though 
somehow able to inspire enough Viet- 
namese confidence to be put immediately 
in charge of party —— in 1979, 
Bou Thong: Born 1938, Ratanakiri. 
An ethnic Tapuon. Minister of defence, 
vice-premier. Joined anti-French resist- 


Hun Sen: Born 1951, Kompong | ance in 1954 and regrouped same year 
Tm uie Cadnetoiu Aime mee set A o Él a — 
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ternate or non-voting level + by Neou 
Samon, — commission deputy 
chairman. yan 
One other senior party official to be 
dropped from the committee was Lim 
Nay, party chief for the port city of 
Kompong Som; Two, departures were 
pro forma: Pen Sovan, now living 
under house arrestin Hanoi, and Lay 
Samon, the former, Battambang pro- 
vince party chief, who inexplicably 
faded out of the; picture early in 1984. 
His replacement, Koy Buntha, a 33- 
year former —— Rouge fighter, was 


given full central- 
4^ committee member- 
| eship. 


nia The most striking 
features of the new 
"committee other- 
wise are its youth, 





= itsa size the new 
| «central committee 
“has 45 members 


compared with the 
| old: committee's 20 
— and the ten- 
dency to pass over 
some older revolu- 
tionaries in favour 
of younger, presum- 
ably more qualified 
but certainly je 
politicised. men and women. 

Of the 31 full: central- committer 
members, 12 are completely new and 
five more come from the group of an 
new alternates created in Novem 
1984. Two of this group — Nay Pena 


to Hanoi. Returned in 1970, but broke 
with regime in 1974. Said to have or- 
ganised a guerilla movement in north- 
ern Cambodia until. 1979, Apparently 
speaks both Lao and Vietnamese; 
Sometimes known as “The Bulldozer” 
because of his direct management 
techniques. 

Chea Soth: Born 1928, Prey Veng. 
Deputy premier, minister of planning. 
Joined underground in 1949. During 
part of this time was secretary to Khmer 
communist leader Tou Samuth, Went 
to Hanoi in 1954. Special representative 
of Democratic Kampuchea in Hanoi in 
1971. Broke with regime in 1974. The 
first ambassador to Vietnam after over- 
throw of Pol Pot. 

Men Samon: Born 1953, Kratic. 
Head of party education and training 
commission. Joined. underground in 
1970, spent some time abroad — time 
and place unknown. On return, she is 
said to have been a political commissar 
in Khmer Rouge army. Elected alter- 
nate central committee member after 
1981 congress. Replaced Bou Thong as 
training commission head — and proba- 
bly made ful central committee 
member — in early 1984. Probably 
highest-ranking — and youngest — 
women communist leader in world. 


a - £ 
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and:Nguon Nhel — have now jumped 
straight into the politburo. Two others, 
Cultute Minister Cheng Phon and 
Transport Minister Tea Benh, remain 
alternates. The identity of one of the 
eight was not disclosed. 

Several new ‘céntral-committee 
members have no' apparent revolution- 
ary antecedents“ whatsoever. Kong 
Korm (born in 1951). a first deputy 
foreign minister, is a former teacher; 
the party youth chicf;/Sam Sun Doeun 
(also 1951), was. à university student; 
Som Kim Suor (1949), the editor of the 
new party weekly-Pracheachon, was an 
agricultural student until the Khmer 
Rouge took over. She and another 
woman, Lak On from the northern pro- 
vince of Ratanakiri, join two other 
women on the central committee. A 
new alternate member, Education 
Minister Pen Navuth, was director of 
the Tonle Bassak Theatre in Phnom 
Penh during the former administration 
of Lon Nol during 1970-75. 

The appointment of a deputy minis- 
ter of planning, Ros Chhum, underlines 
the importance Phnom Penh attaches to 
the still shakey planning process. And 
the more remote northern provinces, 
unrepresented in the last central com- 
mittee, were given several seats. In ad- 
dition.to Prey Vihear's Nay Pena in the 
politburo, the party secretaries of Stung 
Treng and Ratanakiri provinces were 
given ‘alternate central-committee mem- 
bership. Thong Khon, who took over the 


chairmanship of the Phnom Penh peo- 
ple's committee earlier this year, was 
made an alternate member. ü 


Mat Ly: Born 1925, Kompong 
Cham. An ethnic Cham. Trade union 
chief, vice-president of the national as- 
sembly. Joined underground 1948, ap- 
parently did not regroup to Hanoi in 
1954. Eastern zone cadre and member 
of standing committee of former Khmer 
Rouge National Assembly. Joined 
Heng Samrin and others in breaking 
with Khmer Rouge in Mav 1978. 

Nay Pena: Date and place of birth 
unknown. Partv and administrative 
chief of Prey Vihear. Appointed alter- 
nate member of central committee in 
November 1984. 

ALTERNATES: 

Chan Seng: Born 1935, Kompong 
Cham. Party chief of Siem Reap-Oddar 
Meanchey province. Joined revolution 
in 1948, apparently did not regroup to 
Hanoi. Broke with the Pol Pot regime in 
May 1975. 

Nguon Nhel: Date and place of birth 
unknown, as is nearly everything else 
about him. Along with Nay Pena, major 
surprise of the congress. Although pre- 
sumably elected alternate central-com- 
mittee member in November 1984, his 
name only made. public on 21 Sep- 
tember — less than a month before the 
congress. Party chief of Phnom Penh. 

— Paul Quinn-Judge 





FAR EASTERN ECONOMIC REVIEW e-3! OCTOBER 1985 





The Foreign Exchange Division at Credit Suisse 
Head Office in Zurich, with its ultra-modern 
EDP and telecommunications equipment, is 
linked to every financial market in the world 


— 
For Foreign 
Exchange - 
Credit Suisse. 

In its Incredibly Swiss way, 
Credit Suisse is a leading 
operator in the foreign ex- 
change markets of the world. 
Integrated information pro- 
cessing techniques and direct 
links to international com- 
munications systems ensure 
that our traders serve our clients 
promptly and advantageously. 

The automatic calcu- 
lation of spot and forward 
rates relieves the traders 
of routine tasks, leaving them 
free to concentrate on the 


essentials of dealing and service. 















In this context provision of 
real-time market prices is just 
one of the many services we offe 
our numerous clients through- 
out,the world. 

Many thousands of 
clients — private and industrial 
throughout the LX rld rely on 
Credit Suisse experience in this 


and other fields. Why not you? 


CREDIT SUISSE 
e 








Credit Suisse. Incredibly Swiss. 




























aan iud [E gener: al. jen es elected 
from national rolls. | 

On the bare statistics, Fiji's ethnic 
balance looks even more fraught with 
potential tension than that of Malaysia. 
The Fijians form only, some 45% of the 
700,000 population. with the Indians 
50% and increasing at a faster rate. 
However, racial antagonisms are sub- 
dued, appearing. only at election time 
every five years and comparatively 
mildly even then. Conditions at inde- 
pendence encouraged tolerance: a far- 
sighted colonial administration had 
kept lands maliénably under traditional 
communal ownership, with tenancies 
for sugar planters... High commodity 
prices and expanding tourism brought 
new jobs and rising income. right 
through the 1970s. ; 


party aims to cross ethnic divisions 


mish McDonald in Suva _ 


chieftain- politicians | who have. | ernment medical officer and civil ser- | 
verned Fiji since independence | vice union activist Timoci Bavadra, to | 
Britain 15 vears ago are facing a 


| become party president. Elsewhere 
nge to their authority from. a new | down the line, however, it has clearly 
inion-based party, which is seek- 


| been a struggle to find Fijian faces to 

support in forthcoming elections | balance an obvious Indian following. JJ 
among indigenous Fijians: as well | The NFP has been riddled with fac- | 
om the Indian majority. Hitherto, | tions and none of its leaders have so far 
Fijians have been the loyal con- left lucrative legal practices or business- | 
ents, not to say subjects, of the | es to devote themselves full-time to the | 
try's traditional rulers. job. The party attracted widespread de- 
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he appeal of the new Fiji Labour | rision when in May 1984 its then leader, 
y will be tested in city council elec- 
|» in the capital, Suva, on 16 
^mber, and in two parliamentary 
elections early in December. Should 
Ike its mark, the party will then be a 
ce to be reckoned with in the general 
ction due by mid- 1987. 

jlitical allegiances in Fiji have so 
been based on race. The indigenous 
ans — Melanesians with a Polyne- 
t admixture shading in from the east 
have lined up behind the Alliance 
fv which has been in government 


lawyer Jai Ram Reddy, resigned his seat | 





when followers wavered over a boycott 





of parliamentary proceedings. Another 
flamboyant lawyer, Siddiq Koya, re- 
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| 
turned for a second spell as opposition | 
leader, but has not healed fits in his | tability under Mara's rule has — 
party. | | 
At the root of the NFP's próblems | 
e clearly its doubts that Fiji or the Fi- | 
jane are ready for an Indian-dominated 
government, The. NFP was as shocked 
as anyone when it did win a narrow 
majority in the 1977 elections. [t fum- 
jer Prime Minister Ratu | Sir | bled for six months, allowing Mara to | 
amisese: Mara since independence. | continue with minority backing until | 
: Indians — descendants of inden- | fresh elections removed the problem. | 
ed labourers brought in for the | Since the 1982 elections, the Alliance | 
igar industry last century — have | has governed with 28 seats: Fijian domi- | 
ed largely for the National Federa- | nance has been assured so far by the | 
on Party (NFP). A new party appeal- | coherence of Fijian voters behind it. | 
g to both ethnic groups could cause a The 1970 constitution gave the Fi- 
lit in these traditional loyalties. jians a heavy weighting, though not an | 
So far, it seems that the NFP stands | automatic majority. The electoral sys- 
ose most from the new political deve- | tem puts voters on two kinds of roll. one 
pment. The new Fiji Labour Party has | “national” for all races and one of three 
n fortunate in getting a Fijian, gov- | “communal” for their own racial group- | 


helped by the fact that the Alliance 
Party is to a large degree the traditional 
chieftain system translated into elec- 
toral politics. Councils of chiefs, still 
given feudal-style respect, endorse the 
party’ s candidates and make it plain that 
voting otherwise would be deemed dis- 
loyal. If anything, many residents of 
other races say, Fijian customs have 
been newly formalised since indepen- 
dence. 

To this tradition, colonial rule added 
a different conservatism. With Queen 
Elizabeth remaining the formal head of 
state, Fijians outdo the British them- 
selves in veneration of the royal family, 
observing a public holiday for the birth- 
day of Prince Charles às well as the 
sovereign. About 70% of Fijians are 
church-going Methodists. Communism 
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. is equated routinely with godlessness. 

But over the past year the political 
mood has sharpened. The prime minis- 
ter has become remote and unap- 
proachable, some insiders say, and his 
aging ministry has appeared lacklustre 
at times. Mara himself caused con- 


troversy last year when at the request of | 


Australia’s Ansett Airlines he threw 
open a management contract for the 
country’s ailing Air Pacific after its 
board had decided on a bid from Qantas 
over that from Ansett. Certain Air 
Pacific directors are said to have 
threatened resignation before the deci- 
sion for Qantas was upheld. 

Falling commodity prices and cy- 
clone damage induced Mara to order a 





One-year wage freeze from last 
November and raise sharply govern- 
ment charges. This more than anything 
stirred the Fiji Trades Union Congress, 
covering about half the 80,000 employ- 
ees in the workforce, into forming the 
Labour Party in July this year. 

The two by-elections in December, 
to be held because of a resignation and à 
death in Alliance ranks, will test how far 


Labour can portray itself as a party for | ference in over two years, to announce 
all Fijian citizens, and not just take over | 
disgruntled NFP voters from the Indian | 


community. 


O ne election is for an Indian national 
seat in the west of the main island 
of Viti Levu. Candidate Mahendra 
Chaudhery, a union official, is given a 
good chance of taking the seat with In- 
dian votes and some defections in the 
Fijian community. "The blind loyalty 
the Fijians had for the Alliance is crack- 
ing up.” he said. 

The other is for a Fijian communal 
seat in the eastern Lau group of is- 
lands, where Mara happens to be the 
paramount chief. A Fijian brave 


enough to stand has been found: Fiji 
Nurses Association general secretary 
Jokapeci Koroi. Local chiefs have been 
quoted as saying that Mara has made 
his choice (of the Alliance candidate) 
and “every Lauan was bound to respect 
that choice.” 

The challenge has made the Alliance 
sit up, however. Early in October the 
prime minister held hts first press con- 





new investments and answer respectful 
questions on the economic outlook. He 
foreshadowed a new code of conduct for 
ministers, while mentioning the difficul- 
ties raised by traditional customs of gis 
ing gifts of kava, or whale teeth, when 
asking favours. "How do vou define 
corruption?" Mara asked. A few days 
later he reshuffled his cabinet to drop at 
least one minister involved in a recent 
minor scandal. 

Most observers of Fiji politics be- 
lieve Mara, now 65 and generally 
healthy despite a recent surgical opera- 
tion, intends to lead the Alliance 
through the 1987 election before hand- 
ing over to a chosen successor. On that 
selection Mara opened his options re- 
cently by appointing à second deputy 
prime minister, Mosese OQionibavan. 
48, alongside longstanding deputy Ratu 
David Toganivalu, 51, Qionibavari's 
“commoner” status adds an intriguing 
dimension to the decision. 

The Labour Party is given a chanee 
at best of straddling the balance of 
power after the 1987 election. One dis- 
affected NFP politician, Irene Jat 
Narayan, believes the Labour Party will 
probably split the opposition rather 
than weaken the Alliance. “If the 
Labour Party can save its deposit, OF 
better than that get 15-20% of the vote 
iiem Fijians] that will be significant, 

ecause it will mean that Fijians are 
willing to think of things beyond the Ab 
liance," she said. “If a party does not 
make its mark within a couple of yearsil 
just dies out. " 

But Narayan does not rate Labour's 
chances very high: "Not once the 
word goes out among the Fijians: "it ds 
your country, your government, your 
prime minister, everything is being 
done for you. If we lose, you lose your 
land". " 








Kim Young Sam; Kim Dae Jung: issued statement. 


National Security Law cases, there is no time limit. Accord- 
ing to Kim's wife, she saw and heard nothing of her husband 
until 26 September when visiting the Supreme Public Pro- 
secutor's Office in search of him. There she saw him in the 
hall, supported by a guard and unable to walk. During their 
brief conversation he told her that he had been tortured with 


electric shocks, beatings and by being forced to drink water 
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containing salt and pepper. He said he had not slept in 20 
days. 

Teen working on behalf of Kim submitted a request to 
the Seoul District Criminal Court on 4 October that some 
evidence of the brutality which he described to his wife be 
recorded, possibly in the form of photographs. The request 
has been refused. 

The US State Department restricted its comments to 
Kim Keun Tae's case, and the beating of the three reporters 
in August, but dissidents point to other examples. Kim 
Young Sam has accused the government of using torture on 
a number of students, journalists and dissidents. Since the 
authorities began their crackdown on pole M — 
mainly students, labour leaders and political s such as 
Kim Keun Tae — an estimated people have been de- 
tained. Some have faced trial, such as the group of 20 stu- 
dents who occupied the US Information Service (USIS) ti- 
brary in May and leaders of the Daewoo Motor strike in 
April. The courts have taken a hard line, reflecting the views 
of the government: the leader of the USIS re- 
ceived a seven-year sentence under the National Security 
Law, and the three leaders of the Daewoo strike were each 
jailed for two vears. 
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decades, most of them spent as one of Asia's leading FAR EASTERN ECONOMIC REVIEW 
foreign correspondents. And Hughes' world was 
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peopled by the memories of those decades. Hongkong. 


It was a world of the hilarious... like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. US$7.75 each. 
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Barefoot Reporter for which I enclose 


US$800. perve: R1031BFR 
It was a world of the touching . . . like the slave Send to: 

children of old Shanghai, plunging pathetic, claw- Name: 

like hands into vats of boiling water to prepare silk aa 


cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. E 
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| sign, were forced to make their an- 


alysis from plastic casts of the wreck- 
age. —— 
A. spokesman for the Koku Jiko 
Chosa linkai (Air Crash Investigation 
Committee) of Japan's Ministry of 
Transport told the REVIEW that the 
ntatives, part of a US 
‘ransportation Safety Board 
team sent to Tokyo to look into the 
crash, were inJapan from 19 September 
to 10 October, He said the Boeing men 
visited the remote crash site and made 
only one: to each of the two wreck- 
age-storage areas — a comment which 
seems to bear out the Boeing represen- 

Cg o0 tatives unofficial re- 
marks. 

Boeing's analysis, 
backed up. by evi- 
dence from an off- 
duty JAL stewardess, 
who was one of four 
crash survivors, and 
from the flight- -data 
and cockpit voice re- 
corders, indicated 
that arupture occur- 
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ly after JAL Flight 
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MCA disc risk 






| 3y Suhaini Aznam in Kuala Lumpur 


[ust as the 19-month long power 
WI struggle in the Malaysian Chinese 
Association (MCA ), the major Chinese 
- party in the country, seemed at last truly 
- headed for resolution, renewed in-fight- 
ing has broken out between the three 
- rival factions. 
— This time, however, the fresh round 
of recriminations carries with it the risk 
ofa "voluntary exit" from the ruling Na- 
tional Front coalition, of which the 
2 MCA is a senior partner. As part of the 
- terms of a deal struck on 17 August be- 
tween top MCA representatives and 
National Front leaders (REVIEW, 29 
— Aug.) the MCA agreed to an ultimatum 
- to put its house in order or leave the co- 
— alition. 
__ The latest battle focuses on a com- 
puter disc containing the vital master list 
- of party members. In the centre of the 
ring. Labour Minister Datuk Mak Hon 
‘Kam’s new party splinter faction has ac- 
«used the original dissident faction, led 
by former party vice-president Tan 
Koon Swan, of tampering with the disc, 
thereby making it impossible to check 
the validity of updated versions. 
— Atthe same time, acting MCA presi- 
dent Datuk Neo Yee Pan's faction 
echoes these accusations, while Tan's 
faction has vociferously denied them. 
Deputy Education Minister Datuk Ling 
Liong Sik, one of the mainstays of the 
Tan faction and the person who had re- 
quested and received the disc, main- 
tains that nothing underhanded has oc- 
curred since he had asked for it in front 
~ 9 s * 
_ of the entire ad hoc committee set up by 
à Supreme Court order on 10 May — 
} and the committee had agreed. 
| Ling contends that it was only fair 
that their faction see the master list 
- Since the other two rival groups had had 
access to it before it came into custody 
of the ad hoc committee. 
— "The accountant firm of Peat, Mar- 
wick, Mitchell and Co., serving as the 
Secretariat to the ad hoc committee and 
who were thus entrusted with keeping 
the sealed disc, have also denied that it 
has ever been tampered with. 
_ Since the MCA crisis erupted be- 
. cause of accusations that Neo had pad- 
. ded the list in his favour, challenging the 
- veracity of the disc brings the whole 
_ Situation back to square one. The impli- 
cations are serious. After several at- 
tempts to bring the warring factions to- 
‘gether had failed, including one in 
which Prime Minister Datuk Seri 
- Mahathir Mohamad himself witnessed a 
“truce, the peace-keeping forces in the 
form of the ad hoc committee finally 
managed to put out a "clean" member- 
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E5 Further party in-fighting erupts to endanger settlement 


ship list and successfully launch branch 
and divisional elections leading up to 
the party assembly which will determine 
the leadership issue on 24 November. 

Now the integrity of the ad hoc com- 
mittee, headed by its chairman, Na- 
tional Front secretary-general Ghafar 
Baba, has also become suspect in the 
eyes of at least two factions. Privately, 
some party insiders are claiming Ghafar 
has taken Tan’s side. Ghafar, however, 
has pointed out that this master list was 
not the list being used in the present 
party elections and therefore brought 
no gain to its possessor. 

The circumstances surrounding the 
safe-keeping and subsequent use of the 
disc are still a mystery. For now, itis one 
faction’s word against another, and 





once again it appears that the battle 
lines have grown too sharply defined to 
make compromise at this stage possible. 


ue stakes are high. He who leads the 
MCA not only gains control of a 
party representing 400,000. Malaysian 
Chinese, but also the prestige of being 
the legitimate representative. of the 
Chinese in the government. It also 
brings in financial rewards in the form of 
control over MCA's investment arm 
and the party's various financial in- 
terests. 

In the power equation, Tan's faction 
had reportedly fared far better than 
Neo's and Mak's. When branch elec- 
tions closed, Deputy Minister of Fi- 
nance Datuk Tan Tiong Hong, who is 
pon regarded as the mastermind 

chind Mak's faction, estimated that 

Tan Koon Swan's faction had gained 
30% of the branches, Neo 20% and 
Mak's faction 10% — with about 40% 
of the members abstaining. 

Tan's faction, however. credited Mak 
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total votes. This means a very slim 
chance of influencing the choice of del- 
egates sent to the party elections on 24 
ovember where the real decision as to 
who will lead the MCA will be made. 

Mak's faction wants to suspend the 
prese divisional élections and begin 

ranch elections again, this time by 
bringing in the 40% “silent majority” 
into the party elections’. This, according 
to Ling, is the reason Mak and Tan 
Tiong Hong decided to “create a fuss” 
just when the elections appeared to be 
running smoothly. 

In some places, however, they have 
been smoother than in others. At Tan- 
jong Karang, Selangor, one of the “hot 
spots,” a re-election had to be called 
when some ballot papers were reported 
to have been literally thrown out of a 
window during a power cut. 

As the second largest component in 
the National Front: and the major 
Chinese party in the country, the Na- 
tional Front's performance at the gen- 
eral election, widely anticipated for 
next year, depends heavily on the 
MCA’s ability to bring in the Chinese 
votes. With its partners in the National 
Front having lost their patience, this 
was to have been the MCA '5 last chance 
at cobbling together à peace settlement. 

Now insiders are murmuring about 
the possibilities of setting up a new 
Chinese party as an alternative to the 
MCA — probably temporarily — until 
an acceptable and strong party chief 
succeeds to the MCA presidency. 

Both Tan's and Mak's factions seem 
more receptive to this idea than Neo. 
Neo, however, has gained several 
points since his fall from grace on 17 Au- 
gust when he was stripped of his cabinet 
post. During the branch elections, he 
emerged as the underdog, appearing as 
a Chinese leader who was punished for 
fighting for his convictions, explained 
an MCA insider. 

This line was apparently made all the 
more credible because of the National 
Front's perceived hand in the 17 August 
ultimatum and the fact that Ghafar, a 
United Malays National Organisation 
leader, sat as chairman of the ad hoc 
committee — an appointment many or- 
dinary Chinese resent. 

Outside his faction, Neo is perceived 
to be alienating MCA's coalition 
partners with a recent speech in Ipoh, 
agitating for greater assertion. of 
Chinese rights and that the MCA be 
treated as an equal partner, reportedly 
saying that the position of both the 
Chinese and the MCA had been eroded 
since joining the National Front. 

Meanwhile, outraged over the issue 
of the alleged disc-tempering, both Mak 
and Tan Tiong Hong quit the ad hoc 
committee on 11 October. Thus whe- 
ther or not the 24 November party clec- 
tions will materialise now depends on how 
far the ad hoc committee can keep the 
scheduled party electionson course. p 
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A downturn brings a new approach 





By Peter Neibert in San Francisco 


he shakeout started with the personal computer (PC) 

recession. It spread into the electronic manufacturing 

recession, and it has become a great, high-technology 
contest for control of the worldwide information industry. 
It knows no bounds: computing and communication flow 
into each other in technical, commercial and political 
waves. 

PC marketing prospects that seemed unlimited in early 
1984 became manufacturing overcapacity in 1985. The total 
market for computers has continued to grow, but not uni- 
formly and not as fast as the capacity to make them. Texas In- 
struments and many smaller computer makers have got out 
of the PC business. Some have gone out of business al- 
together.. Now, surviving manufacturers are seeking access 
to new markets to support break-even production volume. 
They also need to keep the manufacturing process close at 
hand to focus technological innovation and development. 





Shake-out in the Valley 


Some are trading their technology for access to foreign matr 
kets. 

The problem was that computer manufacturers lo 
with the PC market. The bubble burst on a much ove 
home-computer market. The slow-down in business-capital 
expenditures put an unexpected crimp on sales to corpora 
tions. Ripples from the PC recession affected all suppliers, 
and gradually other electronics markets went into recession. 

In hi-tech manufacturing, product life-cycle is usually 
very short. There ts little historical data on which to base 
market forecasting. Consequently, Silicon Valley marketing 
has a short-term perspective. This also reflects the celebrated 
culture of Silicon Valley's single-minded entrepreneurs 
working almost alone in their garages, they developed hi 
tech inventions using large measures of inspiration, smaller 
measures of venture capital and no measure of the market 
beyond the industry. In Silicon Valley The Industry 
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What you see is a contradiction in terms. 
On paper, this brainteasing shape is an impossibility - vet 
here it is, on paper. 


YOU SEE, NOTHING IS IMPOSSIBLE. 


In the world of business communications and information, 
problems often seem to take on similar perplexing dimensions. 

Computers have to be linked in many different ways. 
Networks need viewing from all angles - not just one. 

For us, bridging a communications gap often means looking 
at the problem from a new perspective. 

It also means having an open mind as well as an open concept. 
A concept that breaks both the bounds of imagination and 
the barriers to communication - in all forms. Data, text, image 
and voice. 

Products to keep people in touch and informed. 

From the simplest telephone handsets, to worldwide tele- 
communications, from personal computers to document handling 
and data processing systems. 





PHILIPS, A NEW DIMENSION IN VOICE, IMAGE, DATA AND TEXT. — 

It's all part of our total systems approach which we call 
Sophomation; an open concept which opens up a world of possi- 
bilities in information management. 

Next time you are faced with a seemingly pine problem, 
talk to Philips. F xi 

You'll soon see the sense in it. l —— ui 


PHILIPS, P.O. Box 32.1200 JD Hilversum. The Netherlands. Telephone Int. 31 35 89 91 11. Telex 437 12. 
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Making World Communications Easy 


TELEX 
MACHINE 


The TX35 range offers advanced word processing tailored for the telex 
user with many automatic and labour saving features that make 
sending messages virtually effortless. Scientifically designed to reduce 
fatigue with silent operation and no messy tapes. Simultaneously 
prepare messages whilst sending or receiving others. 

e Styled to suit the modern office. 

e Easy to use word processor facilities. 

è Single unit with full screen. 

e Fully automatic transmission. 

* Large electronic memory. 


Hong Kong Tel: 5-669400 Telex: 89751 
Indonesia Tel 334991 Telex: 44153 
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means either the community of people involved in the hi-tech 
scene in the valley itself, or the worldwide computer busi- 
bess. or any segment of either. The industry did not see the 
PC recession coming in its full depth and duration. 

National Semiconductor spokesman Gray Allen explain- 
ed: “Our marketing people felt badly about it. We were fol- 
lowing the general euphoria of our customers. Our projec- 
tions were based on what we felt were firm orders,” But or- 
dering practices among Silicon Valley manufacturers are 
chaotic. Typically, when a manufacturer develops orders for 
a production run of, say, 100,000 widgets, he places duplicate 
orders for each sub-assembly and part. Each supplier who 
might be able to meet production requirements receives an 
order and then goes to second-level subcontractors and 
suppliers for each sub-subassembly. As delivery of supplies ts 
confirmed, the balance of outstanding orders are cancelled. 

Among the hardest hit have been the semiconductor 
manufacturers. Motorola’s semiconductor operations have 
eliminated 5,000 jobs this year. After earlier layoffs, Na- 
tional Semiconductor laid off 1,300 workers in June, and has 
shut down its remaining production a total of 34 working days 
this year. Intel recently laid off 1,850 people and Advance 
Micro Devices extended salary freezes and four-day work 
weeks to the end of the year. 

Silicon Valley's response to this marketing failure is fo- 
cused on manufacturing strategy. Ultimately the hope is for 
the old standby of technical innovation and product develop- 
ment to lead the way. Allen said: “We are waiting and hoping 
another hula hoop will come along. Last time it was the PC.” 
Meanwhile, the players are positioning themselves now for 
the ultimate boom to come from worldwide information net- 
working. The contest is in main areas: telecommunications, 
computers and semiconductors. Some players are heavily ac- 
tive in all three. Others specialise in a small subsegment. 

Telecommunications technology is driving communica- 
tions and computing towards a single, automated, worldwide 
information industry. IBM, though a computer company, is 
moving into telecommunications. AT&T, though a com- 
munications company, is expanding further into computers. 
Deregulation of the US telephone system and the break-up 
of AT&T have left the US market wide open and highly frac- 
tionated. 

The telecommunications market is not being driven by the 
direct demand of its customers. The industry competitors 
anticipate development of digital switching will give them 
strategic advantage in telecommunications and, with that, 
the worldwide information industry. The industry accepts as 
an article of faith that the path to success in automation ts 
through high-speed, high-volume, universally compatible 
telecommunications with a low error rate. Still, the complete 
digital system is at least five years away. 

AT&T is secure in its telephone network, but it is inthe 
process of converting it to digital transmission. The company 
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boards in the Valley; NTT database-access prototype: is Japan lagging? 


is building on its network to get further into the office. IBM, 
already established in the office, has stumbled in one of its 

major efforts to get into communications. It is controlling 

shareholder in Satellite Business Systems (SBS), which has 
shown unacceptable operating losses. Subject to US Govern 

ment approvals, IBM has agreed to merge SBS into compet 

ing MCI in return for a 16% share of the combined telecoms 

munications company. 

MCI spokesman Ben Banta compares the current com- 
munications shakeout in the US to “the automobile industry 
— shaking it down to maybe a General Motors, Ford and 
Chrysler and possibly one other like American Motors.” He 
adds: “MCI is the only competitor to AT&T still making 
money.” 

AT&T International's global strategy is to use its clout im 
communications to develop joint ventures to enter foreign 
markets. One example is Japan ENS (Enhanced Network 
Services) Corp., a VAN or value-added network. It is a joint 
venture of AT&T with Mitsui and 16 other Japanese share- 
holders. IBM has a similar joint venture with a group assem- 
bled around Mitsubishi. In both cases market entry was not 
enough to make the deal. Both IBM and AT&T are trading 
technology for market access. Similarly, AT&T was permit- 
ted to establish an office in Peking — widely interpreted as an 
expression of Chinese interest in Bell Labs and potential 
technology transfer. 

IBM's commitment to stay in the communications busi- 
ness is evidenced by its acquisition of ROLM, a major manu- 
facturer of telephone-switching equipment. The US has long 
since developed the essential technology and embarked upon 
the change over to digital switching. However, Japan's NTT 
delayed its changeover until recently. Thus, Japanese 
suppliers of telecommunications equipment are behind in di- 
gital switch development and need NTT's business to catch 
up. US industry is reluctant to concede this advantage to the 
Japanese. Politics, technology and commerce have come to- 
gether here. 

Computer manufacturing is dominated by IBM. The com- 
pany's strength comes from its development of the main- 
frame computer, where IBM holds 70% of the US market. 
From a late start it has also taken a dominant share of the 
desktop PC market. Some observers see strategic vulnerabil- 
ity to IBM in the development of mid-size or “mint” come 
puters. Computer manufacturers have noted a trend in many 
large US corporations. Corporate data-processing depart- 
ments are often seen as bureaucratic and slow to respond. In- 
dividual departments seek autonomous control of their infor- 
mation systems. 

The PC or micro-computer has provided a means to re- 
duce dependence on the central organisation and its main- 
frame computer. Now mini-computers are taking on sup- 
porting.roles in office networks as file servers, linking to- 
gether,aniero-computers for departmental work groups to 
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Epes data — — —] is difficult to implement. 
. Recently, corporate data- |T —. | Much of Apple's product 
processing departments " : 1| line was designed and 


built with a “closed ar- 
chitecture." The older 
Apple II and the compet- 
ing IBM PC were both de- 
signed with an “open ar- 
chitecture.” This means 
that the customer retains 
the capability to use “add- 
ons” provided by other 
companies. Many obser- 
vers feel that this en- 
hanced the market accep- 
tance of desktop com- 
puters. Apple now seems 
to agree and is redesign- 
ing its other major pro- 
duct line, the Macintosh, 
to encourage its use with 
add-ons supplied by other 
companies. 

Apple’s products have 
failed to attain a position in the US corporate market fOr 
desktop computer terminals. Both of Apple’s major product 
lines are in trouble. PC prices are not firming in the run-up to 
the Christmas retailing season. Discounts and rebates con- 
tinue in contrast to prior years’ worries whether there would 
be enough stock on hand. Apple rode the home-computer 
market until it seemed that there might not be one. The com- 
pany has done relatively well in sales to small business and it 
was an early developer of the education market. Apple has 
also pursued international markets, including those in Asia. 

Larry David, Apple Computer’s general manager Far 
East operations, said: "Apple's worldwide vision is to be a 
factor in the education market." David described the overall 
desktop computer market in Asia in relative terms: “The Far 
East market can't be compared to the US today. If anything, 
it might be compared to the market in the US five or six years 
ago." The question of microcomputer compatibility in Asia is 
still open. David asked: “The question should be ‘compatible 
with what?" David also sees huge potential in the China 
market for Apple. 

Semiconductor technology determines the final systems 
market, the creative first user of semiconductor innovations. 
The largest manufacturers are IBM and AT&T; they are 


are exercising more con- 
trol over PC purchases. 
^ This tightens the PC mar- 
ket but does not neces- 
sarily return PC users to 
"the corporate mainframe. 
Often the mini-computer 
4s the departmental com- |era 
- promise. " IX — 
IBM is just one of |E ae, -o 
- many in the mid-size com- 
E market. It is still 
fragmented and market 
position is up for grabs. 
“Hewlett Packard and 
AT&T and many lesser- 
known computer maker 
| are trying hard to estab- ELNE NUI EMIT 
lish themselves in a niche uM A — 
- here. IBM doctrine says | Apple founder Steve Jobs: the quintessential company. 
= that the rapid growth of 
| smaller computers will complement demand for mainframes. 
_ Nonetheless, IBM is buying insurance by — new 
| mid-size model of its own. Further, IBM watchers believe 
| that the giant is preparing to move into the smaller niches — 
| areas where small Silicon Valley entrepreneurs have been 
| able to make places for themselves, such as engineering work 
| stations and speciality systems. With overall industry growth 
} slowing, IBM's ambitions will have to come at the expense of 
| others. IBM is long established in Japan, though its sub- 
| Sidiary has been losing market share there. 
| The AT&T companies can say (and they do) that with the 
— US telephone system they are operating the world's biggest 
| computer. AT&T is using its mid-size computer to enter in- 
| ternational computer markets. It has arrangements to mar- 
| ket its 3B in Japan through Ricoh and Olivetti Japan. AT&T 
| also distributes Olivetti computer terminals in the US. But 
| the biggest question in the US computer market is the long- 
| term intention of the Japanese computer makers. In earlier 
4 es to enter the US market, the Japanese came first 
| with incompatible equipment, failed and withdrew. They 
- came again without software and retreated. They have come 
| yet again with singular bad timing, in the midst of the PC re- 
| cession. 
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: American manufacturers are watching Japanese com- 
puter makers for signs that they might finally drop out of the 
direct sales market in the US. Japanese OEM (original 
equipment manufacture) arrangements for American com- 
| panies are given rigorous scrutiny and they are the current 

- subject of an active trade in rumours. There is a middling seg- 
| ment of American computer makers — much smaller than 
| IBM vet larger and longer established than 
| most of the Silicon Valley companies — 
such as Burroughs, Univac, NCR, Control 
Data and Honeywell, known by the ac- 
| ronym Bunch. Substantial new OEM 


| ) and the Japanese-favoured family of NEC, 


Fujitsu, Hitachi, and Oki or Toshiba could Northeast Asia 
have major repercussions in the American ; 
computer market. Perhaps not enough to Southeast Asia 
alarm IBM or AT&T, but sufficient to India I 
throw a spanner into the works of Silicon 

Valley. : Australia 


The quintessential Silicon Valley start- 
up computer company is Apple. Following 
its management reorganisation in June, it 
announced major changes in strategy 
which are now being implemented. Apple 
finally resolved to let outside vendors de- 
velop key products. The decision to change 
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known as “captive producers” of semiconductors because 
their entire production is used in assembly of their own elec- 
tronic products. They are not directly threatened by Japan- 
ese competition in semiconductor manufacture. Moreover, 
IBM is uniquely established in Japan. 

Another group is known as “merchant manufacturers”; 
their main line of business i$'making semiconductors for sale 
to others, The largest of these are the Sili- 
con Valley firms of Intel, National 
Semiconductor and Advanced Micro De- 
vices. This group does feel threatened by 
the Japanese and has formed the Semicon- 
55 ductor Industries Association (SIA) to 

make sure everybody knows it. 
61 The SIA has filed a Section 301 com- 
73 laint alleging that US manufacturers have 
een denied access to the semiconductor 
76 market in Japan.s;The confrontation re- 
cently moved out of the political spotlight 
77 and into “government to government con- 
sultations.” Meanwhile, Sen. John Dan- 
forth's moderate telecommunications' bill 
is moving through the US Congress with- 
out stirring emotions. The underlying 
concern of the US merchants is probably 
deni the Japanese ability to invest in pro- 
duction capacity during depressed mar- 
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kets and capture increased market share on the upswing. 


Strategically, US manufacturers see their interest to en- 
sure survival of their own suppliers of critical materials and 
equipment. US manufacturers cannot maintain their lead in 
product innovation if manufacturing production is lost over- 
seas. IBM and AT&T have dealt with these considerations 
by owning their essential supplies and research labs. Smaller 
companies and specialised manufacturers such as the US 
merchants are vulnerable. 

US chip makers’ advantages lie in superior design skills 
for complex chips and dominant position in the US market. 
Allen said: “We are going more towards developing specific 
applications for specific customers and starting to get away 
from generic commodities — developing closer customer re- 
lations with customised products.” 

Japanese research and development in semiconductors is 
considered very advanced. But Japan's emphasis is on ob- 
taining higher manufacturing productivity and a lower-cost 
product. The Americans' research and development stresses 
technical improvement. Over the long term, US semiconduc- 
tor research and development will move gradually towards 
product integration, such as board level systems, capturin 
more value added. This requires more complex chips, whic 
produce systems themselves. This development will take 





e. 
The Berkeley Round Table on the international economy 
has been formed at the University of California to study the 
economics of hi-tech manufacturing. The Round Table's 
Michael Borrus, asked what 
the merchant manufacturers 
can do for themselves now, 
suggested they make “selec- 
tive strategic alliances with 
roducers in the four dragons 
Hongkong. SIR paar 
[aiwan and South Korea]. 
especially Korea.” X He 
pointed to Intel's micropro- 
cessor manufacturing agree- 
ment with Samsung Semicon- 
ductor and Telecommunica- 
tions. Samsung will make and 
distribute the devices in 
South Korea. Borrus con- 
tinued: "[South] Korean con- 
sumer-electronics producers 
represent a potent threat to 
the long-standing dominance |; 
of Japanese firms." 3 

This would be the next best thing to being in the Japanese 
market, as Borrus explained: »'Fhe most important reason 
for being in the Japanese market is that the absence of sus- 
tained foreign competition there has given Japanese com- 
panies a critical advantage in international competition." 

Competitive advantage is tlie driving factor in the race to 
control the future of the great litkup of the worldwide infor- 
mation industry. Digital teleoommunications is the key. 
Computers have become a part of telecommunications. Sili- 
con chips control them both: control the chips and control the 
world. This is headv stuff. 

The big companies in the contest, IBM and AT&T, are 
moving to fill in the gaps in their US market positions. And 
they are trading their technology with calculated determina- 
tion for access to international markets. Some of the middle 

roup of computer companies may be open to the Japanese 
or OEM and technical licensing deals. Whether the Japan- 
ese are open as well is less certain. 

Smaller firms without broadly based resources, such as 
the Silicon Valley entrepreneurs, have retrenched; they are 
seeking tighter connections with their customers, developing 
higher value-added specialty products, and attempting to 
forge strategic alliances. Some are directing political initia- 
tives against the Japanese, and all are hoping for another 
hula hoop. They are playing for time. "d 
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INTERNATIONAL LINKS 


Heavyweights 
shoot for the 
stratosphere 


By Peter Neibert in San Francisco 
T he major players in the US domestic telecommunica- — 





tions market are also heavyweight contenders in the 
trans-Pacific contest. MCI was an early victor in the 
current industry shake-out, taking over Satellite Business 
Systems (SBS). The merger gives to MCI most of the assets - 
and operations of SBS, including three of its satellites, 22 
earth stations and an equal number of digital switches. i 
The merger leaves IBM with a 16% share in MCI anda 
front-row seat to watch the competition. IBM has given @ 
romise not to increase its shareholdings in MCI above 
30% without advance notice to MCI chairman William 
C. McGowan. Meanwhile, McGowan is pleased with the deal i 
and says: “The combined companies would have the largest. | 


as | 












digital communications network in the world, comprisi 
MCT's optical fibre and digital microwave system and SB 
satellite capacity." E 
Even before the SBS merger was announced, MCI was ~ 
determined to develop its position in the Pacific. MCI has f 
held talks with Japan's Kokusai Denshin Denwa. MCI offers T 
an ultra-modern network in the US that holds up well in com- 
papa to AT&T. Perhaps more important. MCI offers a 
usiness alternative to dealing with AT&T. A 
Even with the acquisition of the SBS satellites, MCI in- 7 
tends, to favour terrestrial systems for domestic voice traffic. f 
This will avoid the echo and momentary delay that intrude on F 
satellite transmission of telephone calls. MCI will also use 1 
AT&T's new PAC trans-Pacific cable — an all fibre-optic, di- 
gital transmission — when it comes into service in the 1990s. © 
Both AT&T and MCI are expected to use this new capacity = 
to route voice traffic first and then fill in unused capacity with T 
data traffic. Even with SBS’ satellite facilities nearly in hand, | 
MCI's long-term policy is to de-emphasise satellite come 
munications. Voice remains the largest segment of their busi- ~ 
ness and quality of voice transmission must take first consid- f 
eration. | 
Ironically, President Ronald Reagan's programme for the i 
commercialisation of space has shown most progress in tele- | 
communications via satellite. It is developing as much com- © 
petition as cooperation. Although a number of joint-venture © 
trans-Pacific telecommunications operations are in various | 
stages of development, the Japanese Government is sponsores — 
ing its own programme. Under the lead of the National Space ~ 
Development Agency of Japan (NSDA ). and with the sup- — 
port of NTT, the Japanese are manoeuvring for long-term p 
Strategic position in this industry. The manufacturer of the | 
Japanese satellite itself is Mitsubishi Electric, which gained 
much of the technology being used now from having built 7) 
Japan's first communications satellite under licence from 
Ford Aerospace. Japan's new CS-3a and CS-3b hall-ton 
satellites are scheduled for launch in 1987-88. The transponi 
ders are being developed by NTT and built by NEC. NTT 
will control leasing of telecommunications rights E! 
Some of the technical developments on this project 
are significant. A half-ton satellite is very small by com- 7 
temporary standards; it is able to accommodate a relative- 7 
ly small number of conventional transponders. To be suc- 
cessful commercially, the Japanese will have to innovate 
manufacturing of very small components and new light- 
weight materials. They are betting that they will be able to 
interestysmaller countries to purchase these satellites in 
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the future. NSDA is playing catch-up and playing it well. 

With the aid of strong political pressure by the US Gov- 
ernment, three US satellite manufacturers have formed 
separate joint ventures to break into the Japanese market. 
They are known by the names of the American partners, the 
RCA Group, the Ford Group (Ford Aerospace), and the 
Hughes Group (Hughes Communications). The earlier Ja- 

anese communications satellites, CS-2a and CS-2b, still 
* unused communication capacity available despite di- 
version of Japanese governmental traffic to it. Excess supply 
over the Pacific suggests real potential for the first rate war in 
space. 

Nasa has launched 21 communications satellites for many 
commercial operators including AT&T, Western Union, 
four for SBS and a variety of foreign operators, four for Tel- 
Sat (Canada) and one each for India, Indonesia. Australia. 
Canada and Arabsat. Significantly, no Japanese satellites are 
manifested for Nasa shuttle launch. NSDA is planning to 
launch its own Satellites using a Datsun propulsion unit. 
Meanwhile, the three Japanese commercial satellite groups 
are expected to play off the two chief competitors in satellite 
launching, Nasa and the European Arianespace. 

The Nasa shuttle is hard pressed on price competition-by 
the French-led Ariane consortium. In August, the White 
House announced new payload pricing policy intended to 
undercut the French competition's rate. With prices express- 
ed inconveniently in 1982 dollars, the US Government has 
settled upon a full cargo-bay price of US$71.1 million efféc- 
tive from October. Each satellite occupies about 20-25% ofa 
bay. The shuttle launch price takes the satellite into a low 
earth orbit in the shuttle bay. At additional expense to the 
satellite owner, a commercial contractor then takes over the 








i! ue #4" 
Blasting off in Japan; and in the US; the ‘rescue’ of Palapa B2: NSDA plays catch-up and plays it well. 
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task of moving the satellite from the open cargo bay of the 


shuttle up to the higher operating orbit. The combination of 


shuttle launch price and the upper stage contractor expense 
undercut the Ariane price structure. 


ithough Nasa was shooting at Ariane, it might have 
hit two American competitors. General Dynamics 
and Transpace had announced intentions to offer 
satellite launching services in single-stage, expendable roc- 
kets. Their pricing apparently was keyed to the expectation 
of a relatively high Nasa umbrella. They have both reaf- 
firmed their intention to go ahead — even with reduced re- 
venue prospects. 

The US Government has assigned Nasa shuttle flights a 
quota of three full cargo bays a year for “non-shuttle unique" 
purposes. Thisisclearly meant to target the commercial com- 
munications satellites launch business in competition with 
Ariane. Future rates will be open to auction with a base price 
of US$74 million after October 1988. The shuttle has some 
less tangible advantages over Ariane, notably the ability to 
retrieve and repair satellites at lower altitudes. This was 
dramatically demonstrated last year when Nasa Mission 51- 
A captured and fixed Indonesia's Palapa-B2 satellite and 
propelled it into geostationary orbit. 

The satellite business remains one of very high risk — too 
high for many underwriters who have dropped out of the 
business. Meanwhile, launch prices are coming down as risks 
go up. Service standards and terrestrial capacity are both in- 
creasing as the supply of satellite communications capacity 
increases. Despite the hazards and the risks of the business, 
supply of satellite communications seems likely to exceed de- 
matitfor a long time. oO 
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Europe hangs 
to its long 
telephone lead 


By James Bartholomew in London 
P ublic telecommunications is one of the dwindling areas’ 
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of information technology in which Europe has re- 

tained world leadership. The Americans and the Ja- 
panese have been eroding Europe's erstwhile dominance of 
the sector, but the erosion has been gradual. The world's top 
supplier of public-telecommunication equipment to foreign 
operators is European. So too is the leading operator of 
foreign public-telephone systems. Europe has a number of 
important advantages in the public telecommunications busi- 
ness which have helped it hang on to the lead. 

Europe's world-beating equipment supplier is the 

wedish-based Ericsson. Much of its success is taking place in 
ia. In fact, one-third of the orders it is currently receiving 
for digital telephone exchanges (the advanced exchanges 
which are replacing the old analogue ones) are coming from 
the region. Last month, Ericsson announced another major 
contract — a US$22.5 million order from South Korea for 17 
digital exchanges. It was Ericsson's third big order from 
South Korea since an outline agreement was signed in 1983. 
South Korea has an ambitious expansion programme in tele- 
communications and Ericsson is at the heart of it. 

Ericsson has also won major digital-exchange contracts ine 
the past year from China (US$28 million and US$17 million), 
Malaysia (US$7 million) and another in South Korea 
(US$34.5 million). This was in addition to existing major 
contracts both in those countries and in Thailand and Austra- 
lia. Add in smaller orders from other countries in the region 
and Ericsson has contracts with a majority of the larger non- 
communist countries in Asia. Worldwide, its digital system is 
on order or installed in 61 countries. 

The company expects to install worldwide 3 million lines 
in public teleswitching this year. That compares with 
the company's estimate of the total of lines likely to be in- 
stalled this year of 32-33 million, including lines in com- 
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Ericsson plugs in to Pakistan; Telecoms HQ, Singapore: a world-beater. 
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munist countries. In other words Ericsson has almost 10% of - 
the total market. That would be a remarkable enough figure — 
in a free market, but public telecommunications is not a 
free market. Apart from the difficulty of penetrating the 
Soviet bloc, many capitalist countries have their “national 
champion" companies which are given preference in national 
contracts. Most of the big European countries have such 
companies. As a result, the genuinely available world mar- 
ket is much smaller than 33 million new lines. Correspond- 
ingly, Ericsson has much more than 10% of that available 
market. 

The company has designed its digital exchanges from the 
outset as an international system. According to Edward Mier 
of Dataquest, Ericsson's rivals in other countries have often ` 
designed their systems around their national telecommunica- 
tion needs. Only then have they adapted them to sell interna- 
tionally. In this sense, one of the fundamental reasons for 
Ericsson's success has been its lack of a big home market; 
The company has been forced from the outset to think inter- — 
national. This kind of thinking is also reflected in the com- - 
pany's willingness to establish equipment manufacturing 
plants in the countries to which it is selling. This may increase 
the cost of the system but it caters to national ambitions for 
technology and industry transfer. 

In April, for example, a manufacturing plant was ina | 
rated in Kota Baru on the east coast of Peninsular Malaysia. T 
The plant is scheduled to produce 100,000 lines of digital ex- 3 
changes annually. As in many countries, Ericsson is market- 
ing, manufacturing, installing and supporting the operation 
through a joint-venture partnership. Ericsson has 40% of 
the joint-venture company Perwira Ericsson. Worldwide, 
Ericsson manufactures in 32 countries. It trains up locals not 
only in schools at the Swedish headquarters but also in re- 13 
gional schools — one of them in Malaysia 


which are Ericsson's main European rivals. But, ac- 
cording to Knut Albertsson, vice-president of 
Ericsson's public telecommunications division, the main two 15 
are the huge West German group, Siemens, and CIT Alcatel 1^ 
of France. GEC and Plessey, two British companies which P 
used to be important internationally, have faded somewhat 
due to the lateness with which they developed their digital 
system. 
Siemens’ contracts in the Far East are not quite on the 19 
same scale as those of Ericsson. Its biggest is in Indonesia 


T here is a lack of objective data with which to judge 7) 
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NTT HQ in Tokyo; Shan 


where it is taking part in a continuing programme of expan- 
sion. Siemens also has major digital telephone exchanges in- 
stalled or contracted for in Taiwan, China and the Philip- 
pines. The company has contracts for digital data exchanges 
in the same countries (bar the —— plus India, South 
Korea and Singapore. CIT Alcatel's biggest digital-exchange 
contract in the region — worth Ffr 2 billion (US$247 mil- 
lion) — comes from India. The French company has also 
signed a number of contracts with China, including one for 
Fir 500 million signed earlier this vear. 

One possible reason, apart from purely commercial fac- 
tors, for the Europeans' success in this field is politics. Na- 


-| tional governments in Asia rarely have reason to fear or re- 
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'sent the power of European countries. But several of them 
‘do fear or resent Japan or the United States — the bases of 
Europe's international rivals. China, for example, while re- 
specting Japanese technology and buying a great deal from 
its near neighbour, is keen not to become too dependent on it 


— especially since Japan is now so overwhelmingly econom- 


ically powerful again. 
Ericsson, coming from a distant and neutral country, is an 


_ ideal alternative supplier. But nearly all European countries 


are in the excellent position of having high technology with- 
out a high political/military profile. Another advantage for 
European countries is their greater willingess to allow tech- 
nology transfer and local manufacturing. Ericsson is the 


_ prime example, but other European companies generally are 


probably more accommodating on this than, say, the Japan- 


ese companies. 


Nowhere more than in the field of information techno- 
logy are people aware of the skill of Japan in mass-manu- 


_ facturing high-technology equipment. But Japan's edge in 


this does not count for so much in public telecommunica- 


tions. According to Albertsson, the premium is increas- 
- ingly on development of software. This is an area in which 


European companies are well able to compete. There is 
also a premium on service, as opposed to manufacturing: A 
great deal of the operation consists of installing, advising, 
training and after-sales service. Again, this is an area 
where European companies can compete successfully against 
Japan. 

In no telecommunications company is service more 
important that in the British company Cable & Wireless. 
For whereas Ericsson, Siemens and CIT Alcatel are all 
equipment manufacturers, C & W is entirely a service 
company. lt advises, it installs (or helps install) and it 
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hai city centre: resentment of Japan gives Europe an edge. 
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operates. It has a special position in the telecommunica- 
tions industry which no other company has yet approached. 
The backbone of the company’s prosperity is Hongkong. 
The Far East and the South Pacific contributed £158 million 
(US$223 million), or 70%, of its profits before central costs 
in 1984-85. Of that, the greatest proportion came from Hong- 
kong. 

C & W owns 79% of Hongkong Telephone, the local 
telephone company. It operates under a scheme of con- 
trol whereby the return on shareholders’ funds after tax 
is limited to 16%. Since 1981, C & W has also had a licence 
to operate in Macau, where, though it is much smaller 
than Hongkong, the annual growth rate of the subscriber 
base over the next few years should be as much as 40%, 
according to British stockbrokers Hoare Govett. 


orldwide, C & W operates telecommunications 
W systems in 17 countries — in many cases the entire 
W national system. One prospect for major growth is 
China, where C & W has entered into a number of projects 
including, earlier this year, agreement to establish a telecom- 
munications-technology development centre in Peking and 
the development of telecommunications services in the 
Yangtze delta area which includes Shanghai. An important 
earlier contract was a joint yenture to provide the public tele- 
phone service in the Shenzem Special Economic Zone across 
the border from Hongkong? 

C & W cites as its advantages immediate access to tele- 
communications expertise without commitment to any parti- 
cular equipment manufacturer. Another advantage is that C 
& W has long experience of actually operating telecommuni- 
cations systems (as opposed to making the equipment). It 
knows the strengths and weaknesses of the major suppliers 
and whether the equipment matches up to the promises. It is 
in an unparalleled position to help a country choose which 
equipment to buy. 

On the other hand, it might be thóught that C & W would 
gradually become outdated as more and more countries feel 
they have the expertise to run their own telecommunications 
systems. It lost the operation of telecommunications in Ma- 
laysia and Singapore, for example. But other countries are 
recognising that independent, commercially minded exper- 
tise allied with capital can give a nation's telephone system a 
sometimes much-needed boost. Sri Lanka, for example, is 
intending to privatise its telephone system. In doing so it is 
also part of a worldwide trend to privatisation. It is a trend 
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which could keep C & W in busi- 
ness for many years yet. 

C & W has tendered for the Sri 
Lanka contract along with many 
other competitors from Europe, 
Japan and North America. The 
competitors are a mixture of 
equipment manufacturers and 
system operators seeking to break 
into the field which has been C & 
W's speciality. One of the system 
operators is another British com- 
pany, British Telecom. Until re- 
cently it was a government-owned 
company. Now it, too, has been 
privatised and is out trying to 

et international business. The 

reak-up of operator monopolies 
worldwide means that the greatest 
threat to C & W now is competi- 
tion, not obsolescence. 

Equipment manufacturing for 
public telecommunications and C 
Mm W's service operation are the 
main success stories for Europe. 
But  telecommunications Bas 
many other segments. Among 
those in which Europe has lost 
ground by far the most important 
is private communications, a cate- 
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gory which includes office exchanges. This is a field in which 
many of the advantages Europe has in public telecommuni- 
cations do not apply. In the making of handsets, for example, 
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wings. 


communications cake, 
Europe is still eating well. 





mass manufacturing is certainly at 

remium. Here the newly indus- 
trialising countries of Asia have 
done very well. In fact many of the 
handsets now sold in the liberalis- 
ed telecommunications market in 
Britain have been exported from 
Taiwan, South Korea or Hong- 
kong. 

In the smaller field of cellular 
mobile telephone systems, Erics- 
son again appears to be the world | 
leader. Itssystem has been chosen 
now by 21 countries worldwide, 
including China, Indonesia, Ma- 
laysia, Thailand and New Zea- 
land. 

One specialised field in which 
Europe is the undisputed leader is 
military communications. Racal, 
the British company, recently got 
a £100 million Australian military © 
contract. The British and the” 
French are ahead of the rest in this © 
sector as is demonstrated by the 
fact that even the US Army has 
been choosing between rival sys- 
tems from these two European 
countries rather than among home- 
grown American companies 


In general, Europe gradually has less and less of the tele- 
but the cake is growing so fast that 


The 4th Asian International Electronic D 
Communication Show & Conference 


The 2nd Asian Computer Communications 
and Information Systems Show & Conference 


From 9-12 April 1986 

the telecommunications 
and computer communi- 
cations world will be 
converging on Singapore. 


Plan your visit now. 


Telex: RS 23597 SINGEX Fax: (65) 339 5651 SINGEX 
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.. The Review Focuses on- 
Merchant Banking & 
Personal Investment 


The barriers are crumbling; banks turning into securities' 
houses, securities’ houses into banks. Is there room left for the old 
fashioned merchant bank? Or is the future the preserve of 
financial supermarkets? 


answering these questions from Tokyo, where the battle for 
territory is being waged between domestic and foreign 
institutions, to Australia and India. 


There will be special reports on debt instruments and currencies 
and, on personal investment, Focus asks who are the best fund 
managers and why; reports on tax havens, on gold and on the 
attractions of bonds vs equity. An investor's guide to choosing, 
valuing and buying shares is also provided. 


As the world's premier publication on Asian affairs, the 
Review is considered an essential part of the business day for over 
200,000 senior executives in banking, industry, government and 
the professions and no other publication has a greater command 
of their attention. 


In a Focus issue, this is even more true. 


An advertisement in the FAR 
EASTERN ECONOMIC REVIEW .: 
continues to be the most cost pr 
effective means of reaching Asia’s Rash a ia 
decision makers. If your company is 
not already advertising with us, why 
not start by taking the excellent 
opportunity of an advertisement in 
the Review's Focus on Merchant 
Banking & Personal Investment by 
contacting: 
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Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review Ltd 
G P O Box 160 
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Surviving the 
slump by going 
trans-Pacific 


By Francis Pearce in Hongkong 


ortheast Asia's market for business computer systems 
remains buoyant despite the sharp downturn in trade 
in the United States. While layoffs, boardroom reshuf- 
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fles and iA Rat for bankruptcy protection have become 


common place among US vendors, many Asia/Pacific sub- 
sidiaries of the biggest names in the computer industry are 
experiencing record sales. 

Wang — best known for its micro-computer-based word- 
processing systems, but gaining market share with its 

pdium-sized mini-computers — announced the first layoffs 
in its 12-vear history in the US earlier this year. But in Asia, 
the company's bookings in fiscal 1985 were up 30% on the 
previous year's. 

Even those computer companies which have not been hit 
by the weakening of the American industrial sector rely in- 
creasingly on foreign sales — of which those to Asia are the 
fastest growing. When mini-computer maker Prime Com- 
puter announced that it had bucked the industry's stateside 
trend by increasing revenue 16% in the quarter ended 30 
June 1985, managing director George Kendall said: “The 
growth in markets in the Asian region, particularly Hong- 
kong, Singapore and Japan can be considered a significant 
factor in this contribution." 

The success of both Wang and Prime in Asia is partly at- 
tributable to the effort they have put into supporting their 
products in the region, and the fact that they are seen to con- 
tribute to its economy. Aiming squarely at the market in 
China, Prime followed the August opening of its Hongkong 
procurement office with the signing of a deal with the China 
Computer Technical Services Corp. for the servicing of 
Prime computers throughout China. 

Earlier this year, Wang moved its Asia/Pacific head office 
from Hawaii to Hongkong and announced three joint man- 
ufacturing ventures in China worth a total of US$150 million 
over three vears. In doing so, it joined the ranks of computer 
vendors buying government favour in order to increase their 
share of a difficult but potentially enormous market. 

The Chinese computer industry has been in existence 
since the 1950s. Domestic production of the first vacuum- 
tube computer began in 1958. By 1983, development had 
reached the point where China was able to announce a super- 
computer capable of processing 100 million instructions per 
second. In the meantime domestic production of micro- 
computers which used the 16-bit technology common to the 
current generation of business-computer systems had also 
begun in China. 

[n the same year the government announced an astonish- 
ingly ambitious economic plan which called for a quadrupling 
of the gross national product by the year 2000. In order to 
achieve this, China has to sustain a growth rate of 7.2% each 
year until the end of he centry, forcing it abandon its policy 
of technological self-sufficiency. 

Despite the dead hand of US export regulations and the 
obstacles which can still be thrown in the path of foreign en- 
trepreneurs by the Chinese themselves, computer companies 
such as Digital eon ee? (DEC), IBM, Prime, Hon- 
eywell Information Systems (HIS), Perkin Elmer and Apple 
Computer, have managed to make inroads. The most 


Francis Pearce is editor of the Hongkong-based magazine Conde . 


sae: thane ih Van? - y ' 
E EET pesos a RR kha 
P. sn ‘ 





YP 


Import-negotiation building, PONG A aR. 








marked progress has been made by Sperry and Burroughs, — 


who along with Wang, have also signed joint manufacturing 


agreements during the past year. 
But within the past month, Chinese Government officials 
have warned that unless foreign computer vendors are pre- 


pared ‘to enter joint ventures their business will suffer im’ 


China. At a trade seminar co-sponsorsed by the market-re- 
search organisation International Data Corp. (IDC) and the 
China Electronics Import and Export Corp. (CEIEC) in 
Hongkong in mid-September, Wang Liaoping, deputy direc- 
tor of China's Foreign Investment Bureau warned delegates 
that “the importation of products must be coupled with the 
transfer of technology." 


He added: “To make it more explicit, we will buy more ^ 


products from those who have transferred technology to us." — 


This may bode ill for IBM — which has only recently eased it- 
self into the No. 1 spot it normally enjoys elsewhere. Ab 
though it has cooperated in setting up service centres and a 
chain of 13 authorised dealers to provide software, spare 
parts and after-sales service in China. IBM continues to be 
viewed as an arrogant intruder. 


paper China Computerworld recently carried an un- 


T» country's semi-government owned computer news- 


usually pointed attack on IBM for raising prices on } 


large and medium-scale computers by up to 17%. It went on 
to describe the IBM sales force as overbearing, inflexible on 
matters of credit and price, and attempting to monopolise the 
domestic market. 

By contrast, the Wang. Burroughs and Sperry micra- 


computer joint-venture deals are seen as considerably ex- 


panding their influence on the market. Hewlett-Packard has 


also scored a notable success by forming China HP in July. 


The new company, created by a 10-year joint-venture agrees 
ment, will assemble Hewlett-Packard's largest computer, the 
3000/68, at its Peking plant. CEIEC and the Peking Indus- 
trial Corp. together matched an investment of US$5 million 
by Hewlett-Packard to form the company. 

Nor are US companies alone in forming joint ventures. 
The Japanese vendor NEC is providing the technology and 
'equj t for a micro-computer factory in Heibei province 
that s lie to start production this autumn. Hitachi has also 
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omputer manufacture in China; IBM PC: the Great Wall does better. 





entered an agreement to assist in the development of a new 
line of Chinese-made mini-computers. Both Japanese ven- 
dors have also announced price cuts. 

This jockeying for position comes at a time when the 


Chinese computer market is at its lowest point in recent 
| years. It currently suffers foreign-exchange curbs, a virtual 


alt to micro-computer sales, and comprises a population 
that is largely computer illiterate. The current personal-com- 
puter market slump in China is in part due to a bumper crop 
of sales in 1984 prompted by the devolution of purchasing 
power from the central administration to regional authorities 
and individual enterprises. 
Tighter controls on foreign exchange and purchasing 
policies have partially reversed the situation but a new wave 


of micro-computer sales will have to wait until the machines 


that were sold last year are properly implemented. The Peo- 
ple's Daily — China's leading newspaper — recently carried 
reports that of the 70,000 computers now in China, half lie 
idle. 

Meanwhile, micro-computer shops in Shanghai have re- 
ported that their stock of Apple and IBM personal com- 
puters — valued at US$7 million — “is unsaleable" though 
prices have been slashed. 

Nevertheless US computer vendors have become attuned 
to taking a longer-term view of the China market. Many of 
them have taken upwards of seven or eight years to gain a 
foothold. Furthermore, the market for mini-computers and 
large mainframe systems continues to flourish, chiefly to the 
benefit of DEC and IBM, and at the same time, China is 
gearing up for increased domestic production, indicating that 
the government intends to continue its push towards automa- 
tion. 

Chinese micro-computers are being exported. The Great 
Wall micro-computer — rated more highly on its perform- 
ance than the ubiquitous IBM Personal Computer (PC) — is 
already on sale in Hongkong. 

Hongkong is itself recovering from a particularly poor 
year for computer sales, attributed to investment jitters in 
the run-up to the 1997 agreement. In 1984, Hongkong and 
the Philippines were the only countries in Asia to buy fewer 
computers than they had purchased in the previous year. 
Total computer sales dropped in Hongkong in 1984 by US$5 
million from their 1983 level to US$90 million, according to 
DEC's estimates. This has left the Hongkong market with à 

"nt up demand for business computer systems of all sizes. 

C predicts that the value of the computer systems actually 
in use in Hongkong will grow by 22% during 1985. 

Of the 18 major computer-systems vendors in Hongkong, 
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IBM dominates the market for large and medium-scale com- 
puter systems and has a substantial share of the market for 
micro-computers. A recent survey by IDC — the first of its 
kind to be undertaken in Hongkong — tips IBM to increase 
its market share from 35.2% to 42.1% this year. The only 
other computer vendor to have a market share greater than 
10% is Sperry, with 11.875, but this has been won on the back 
of a run of orders for very large and expensive svstems that is 
unlikely to continue. DEC is destined to move into second 
place, according to IDC. 

IDC also forecasts rapid growth in sales of high-end 
mini-computers, putting the value of installed machines at 
US$2.1 million last year but rising to US$8.2 million in 1986. 

Between them, IBM and Apple dominate the business 
micro-computer market in Hongkong. Although there are 
approximately 35 vendors fighting for the market, IBM has 
managed to secure a 50% share, and Apple, 10%. While 
Apple's share of the home computer market has suffered 
from the widespread availability of low cost “compatible” 
machines, IBM's business micro-computer market is also 
under attack. Whereas many for the Apple clones are in 
breach Of Apple's copyright over programmes permanently 
stored in the computer circuitry, IBM's PC is facing a legiti- 
mate challenge from machines that, as often as not, come 
from Taiwan. 


n the early 1980s, Taiwan was the home of many of the 
| computer counterfeiters who so Aud damaged Apple's 

trade. Following pressure from Apple and US Govern- 
ment officials, the Taiwan Government began to suppress 
the trade in fake machines three years ago. It emerged again 
in 1983, however, following the widespread sales success of 
the IBM PC. IBM identified 11 companies which it claimed 
were violating its copyright. With government cooperation, 
nine of them were persuaded to print public apologies in the 
local press, hand over copyright-infringing plans and compo- 
nents, and allow IBM to monitor their production for the 
next five years. Jail sentences were meted out to members of 
the other two companies. 

The IBM PC look-alikes that now come from Taiwan use 
legal software developed and licensed by the government- 
run Electronic Research and Services Organisation (Erso), 
located in the Hsinchu Science-based Industrial Park — 
Taiwan's equivalent of Silicon Valley. Erso's efforts also in- 
clude. the development of its own computing operating 
software, Mitos — the Made In Taiwan Operating System — 
and silicon-chip design research. 

Research-and-development matching grants have been 


3! OCTOBER 1985 e FAR EASTERN ECONOMIC REVIEW 


] YO CPP A CT LP (6579 2 * "A "un" 





"NC 


| wr 


with 








ET 





high technology 


How you get the ultimate sound on 
your home hi-fi 

Home hi-fi equipment has come 
a long way since grandpappy's 
gramophone. So has audio engineer- 
ing. The ultimate sound can only be 
produced by ultimate quality of sound 
recording and mixing equipment. 
Today's recording techniques give 
you aural impressions that really 
merit the title "high-fidelity". 

ANT's Audio Systems Division can 
look back on a long history at the 
leading edge of audio engineering 
technology. With products for 
radio and TV broadcasting studios, 
for recording and film studios. 

We can also look back on à string 
of successes: our audio engi- 
neers can really boast of 
seeing the world with us 
- Finland, Egypt, the 
Republic of Guinea... 
Our greatest chal- 
lenge was equipping 
the new German TV 
centre in Mainz: 
we supplied the 


complete audio distribution system 
including a switching matrix with 
140,000 crosspoints - the largest in 
Europe. 

But we are not sitting on our laurels. 
At ANT we are continuing to expand 
the horizons of technology. For exam- 
ple, one of our research projects 
is the development of a digital mixer. 

The next time your hear good 
music, remember, it could have been 
produced on ANT equipment. 























Telecormurnicatiadil 5 


ANT Nachrichtentechnik GmbH - 
Gerberstraße 33, D-7150 Backnang 
Fed. Rep. of Germany 

Tel. (7191) 13-1, Telex 7 24 406-0 
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offered to Taiwan companies in order to foster innovation 
with some success. IBM is using Taiwan technicians to deve- 
lop a Chinese-language version of its operating system, and a 
method of Chinese-character input developed on the island 
has been adopted by IBM for use on its own 5550 micro- 
computer. The development of the Dragon character-input 
method and Chinese-language computer programmes in 
Taiwan has served two ends: one is to boost the domestic 
market for computers — the government aims for 30% 
domestic consumption of the country’s production. The 
second is to boost the illegal trade in computers with main- 
land China, most of which is handled through third parties in 
Hongkong. 

For obvious reasons, no official figures are available for 
the trade, but industry estimates vary between 10% and 20% 
for the proportion of Taiwan's computer exports that find 
their way into China. In 1984 Taiwan's computer exports 
rose by 140% to US$1 billion. This year the figure is esti- 
mated to rise to US$1.7 billion, according to the quasi-gov- 
ernmental Institute for Information Industry. The institute 
also predicts that the export of personal computers will grow 
at an average rate of 80% per year, and may reach US$3.2 
billion in 1989. 

There is a downside to Taiwan's computer-industry ex- 
ports, however. Despite its contribution to the world com- 
puter market, Taiwan's image remains to some extent tar- 
nished by its former reputation as a copyright pirate centre. 
The country is the largest exporter of computer terminals and 
monitors in the region, yet this is seldom recognised because 
most of them are exported through foreign computer ven- 
dors and few bear their own brand names. At the same time 
this trade is heavily dependent on the US market and at risk 
from American protectionist measures. 

Equally at threat is Japan. In 1984, the US suffered a 
US$15 billion deficit in electronics trade with Japan which 
was partly due to exchange rates, and partly to increasing Ja- 
panese incursions into the US market. The combined pene- 
tration of Japanese micro-computers and peripheral equip- 
ment such as printers into the US market is estimated to be 
22%. At the same time, even IBM has had a struggle to cap- 
ture market share in Japan. 

IBM's weakness in Japan is attributed to a number of fac- 
tors. While its major rival in the market — Fujitsu — was 
able to offer customised programmes to users in the 1970s, 
IBM was unable to supply adequate local versions of the 
software. IBM is estimated to be five years behind in produc- 
ing Japanese-language software, even now. Although 
Fujitsu was able to develop it as far back as 1979, it was not 
until late 1984 that IBM was able to offer Japanese-language 
processing capabilities on its large systems, by adding a spe- 
cial laser printer. Since 1983 more than 200 established IBM 
customers have replaced or extended their large business sys- 
tems with Fujitsu equipment. 

Other US vendors have had equally hard fight for the Ja- 
panese market. HIS, despite ind performance elsewhere in 
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Asia, had to abandon its computer-marketing operations in 
Japan to NEC in March this year. HIS' move followed a 
period in which more and more of its marketing had to be 
ceded to its trading partner. Honeywell was the third US ven- 
dor to enter a formal alliance with one of the top three Jana 
ese computer companies. IBM look-alike makers Amdah 
and National Advanced Systems tied up with Fujitsu and 
Hitachi, respectively. 

The idea behind the joint ventures was to give the US 
companies access to technology that was marching ahead of 
anything that they could produce, while their Japanese 
partners took advantage of their marketing skills in the US, 
to challenge IBM on its home ground. A similar agreement 
was also reached in June this year between the Italian manu- 
facturer Olivetti and Toshiba. 


large business systems remains small, in Japan NEC 

has managed to push IBM into third place by gaining a 
19.3% share of the domestic market, as against IBM's 18.5% 
share, and Fujitsu is resting comfortably with 23.6% . Hitachi 
is in fourth place in Japan with 14.5%, while Sperry, Bur- 
roughs, and NCR trail behind Toshiba, Mitsubishi and Oki. 

Japanese mainframe computer production continues to 
grow. While production figures for the first half of this year 
match those of the same period in 1984, the Japanese Minis- 
try of International Trade and Industry (Miti) forecasts a rise 
by the year's end. The country's mainframe output reached 
6,233 units in the first half. By comparison, micro-computer 
output is booming. While last year's production totalled 1.5 
million units for the whole of 1984, output reached 967,742 in 
the first six months of this year, says Miti. 

Furthermore, Japan is exporting its technology to neigh- 
bouring countries. In South Korea, in mid-September, 
Fujitsu signed two five-year contracts with South Korean 
manufacturers for Korean-language versions of its equip- 
ment. Jeil Precision Co. will; manufacture Hangul-alphabet 
computer printers with assistance from Fujitsu, and Daewoo 
Telecom Co will use Fujitsu components to manufacture 
Hangul keyboards and a Korean-language version of the Ja- 
panese company's Facom 9450-II personal computer. 

Daewoo recently joined the growing band of South 
Korean micro-computer manufacturers that export their 
machines, including Samsung Electronics and Trigem Com- 
puter. Although South Korea's computer industry is at an 
early stage in its development, US vendors are keeping a 
wary eye on the country. It already has the technology in 
place to develop more powerful high-memory micro- 
computers than are currently in use and its domestic market 
is expected to blossom as its infrastructure is revamped to 
cope with the Olympic Games in Seoul in 1988. 

Like those of Japan, Taiwan and China, South Korea's 
government is pursuing information-technology policies that 
observers believe could swing the focus of computer develop- 
ment; and use, across the Pacific. 


A Japanese penetration of the US market for 
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.jacket protects your data against high tempera 


When you write your 
valuable data on disks, 
you want to be sure you 
get the right disk. The 
"brain cells” of our mag- 
netic disks are special 
oxide particles so small 
and so extraordinarily 
uniform that we can 
create a very dense oxide 
layer to increase storage a And our heat-r 
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deformation, and has a special fabric liner that 
cleans the disk 

Every track of — floppy is certified er! 
our 4 sizes: 8", 5'/,", 3'2”, and 3". Say bye bye t 
dropouts and hello to reliability your data deserves. Max 
floppies are indeed the write stuff 


When every bit counts, it's Maxell. 
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Go Forth 


into the Computer Age 


with Multitech 


he strategic game of Go was 

invented in China more than 

2,000 years ago. Like the com 
petitive business world, competition in 
Go places a premium on timely execu- 
tion of shrewd tactical moves. 
Multitech has long been recognized as 


a leader in the Asian Com- 


puter industry. Like an ex- 
* 
d 
di 
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pert Go player, Multitech 
has integrated a solid 
research and development 
program with a creatively 
planned business strategy 
to successfully produce 
and market globally an 
unmatched range of micro- 
computers and 
peripherals. 











ur DCS-570 bilingual workstation is the state- 
of-the-art in bilingual computing, while the 
versatile MPF-PC family of IBM compatible 
personal computers can meet UM 

any personal computing need 
from complex graphics for 
engineering to a “second per- 
sonal computer" in your 
home. 









Bridging the Gap for a Better Tomorrow 
9FL, 266 Sung Ch Road Taipei 104, Taiwan, K.O.C. 
TEL: (02) — — MULTIIC FAX- (02) 542-2805 
MULTITECH E Ics i 

1008 Stewart Drive Sunnyvale, CA 94086 U.S.A 

TEL: 408-7738400 TLX: 176004 FAX- O02-)-408- 4980) 
MULTITECH EU ^ E 

— Dusseldort 1, W. 

TEL: 0211-353941 TLX: 4584103 MELO D FAX: 020 333946 





TAIWAN: Sertek Internationa! loc. Taipei, Tet 501-0055. SINGAPORE & 
THAILAND: intonech 


putadoras Madrid, Tel: 341-4353701; WGERMANYY: Ce-Tec Trading, Hamburg 1, Tel: 040-2800045-49- 
Oy Kielotie 47, SF-01350 VANTAA, Tti: 8734700; AUSTRIA: ZEMA, Vienna, Tel: (0227) 96-15-19. 


THE AMERICAS: : Latindata SA. Buenos Aires, Tei: 33.7993; CHILE: Clientes lmrurnerstos Cormificos Lids. 
Santiago, Tek 2217340- COSTA RICA: Coinpania de Procesos Thenicos &. A. San Jose, Tei 24-0651. 24-129), MEX- 

: Groupo Colima, Tet 553-99-91, 153.99.9&; CANADA: Tithes Busines: Systems (Canada) Inc, Vancouver 
BC. Tel: 723-9725. 


IBM is a registered trademark of International Business Machines Corp 








Despite its diminutive size, Hong Kong is one of the most sophisticated 
communications centres in the world with the highest density of telephones per capita 
in South East Asia. 


Keeping the people and businesses of Hong Kong in touch with each other and the 
rest of the world takes some of the world's most advanced communications systems. 
Developed and built by the Cable and Wireless Group they make Hong Kong the 
most reliable and cost-effective communications centre in Asia. 


This is why most of the major intemational corporations have already chosen 
Hong Kong as the hub of their private communications network within the Asia 
region. However large or small your requirements, we provide services that will add 
value to your business. 








Cable & Wireless (HK) Ltd. « — — Telephone Company Ltd. 
Aslama. Lid. * Cable and. Wireless Systems Ltd. 
Communication Services Lid. © Intearated Business. ‘Sustains: ita. 
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Asean pushes 
hard in a major 
bid to go ‘soft’ 


8 outheast Asia is riding out the US computer slump 











though its progress trails behind the more experienc- 

ed computer industries to the north. But while Japan, 
South Korea, Taiwan, Hongkong and China are making pro- 
gress as both users and producers of computer hardware, 
their southern neighbours in Asean are placing more faith in 
computer programmes — or software. At the first Pan- 
Pacific Computer Conference, in Melbourne in September. 
IBM vice-president George Conrades said that the Asia/ 
Pacific market was growing so fast that by the end of the cen- 
tury neither IBM nor all its existing rivals will be able to 
satisfy its needs. 

He estimated that by 1990 the software industry will be 
worth US$7 billion. And many of the programmes running 
on the region's computers by the year 2000 will have been 
written in Asia, he 
said. Notwithstand- 
ing Singapore Prime 
Minister Lee Kuan 
Yew's September pre- 
diction of zero growth 
this year for the re- 
public's economy 
there are signs that 
the island state will 
continue to lead the 
effort to establish the 
software industry 
needed to fill the gap 
envisioned by Con- 
rades. 

The groundwork 
was laid half a decade 
ago when the Singa- 
pore Government an- 
nounced ambitious 
plans to restructure 
the economy, basing 
it on high-value skills 
and services. The 
stated aim was to make the country a supplier of computer 
software to the surrounding region. The country's fast- 
maturing domestic marketfor computer technology is spend- 
ing proportionately more on software; the first step in creat- 
ing a software-exporting industry. 

The National Computer Board (NCB) estimates that 
overall growth was 46% in 1983, but that this dropped to 
26% last year. However, though no official estimate of soft- 
ware sales in Singapore has been made for 1985, they are 
expected to grow at a higher rate than the maximum 20% 
the NCB predicts for the industry in general. At the same 
time, government incentives to foreign and local investment 
have been extended to cover software research and develop- 
ment. 

Recent amendments to Section 15 of the country’s Econo- 
mic Expansion (Relief from Income Tax) Act, allow the 
Ministry of Trade and Industry to give tax holidays of up to 10 
years to software and computer-service companies deemed 
to be “pioneering.” Pioneer status was previously accorded 
only to hardware manufacturers seen by the mini to be 
“pursuing unique activities that contribute substantially to 
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Arusted to adhere to bans on re-exporting militarily sens 










































company from the burden of Singapore's 40% company tax, 
The first software company to gain pioneer status was Bur 
roughs Cyberware — a joint venture between two US com 

panies, computer vendor Burroughs and software developer 
Yojna. J 

Meanwhile, other government grants have been made 
available for the training and infrastructural development 
needed to create an exporting industry. For example, earlier 
this year, the Institute of Systems Science (ISS) in Singapore 
was given a USS20 million government grant for comput 
and software research. At the same time, ISS renewed @ 
agreement with IBM under which the American compar 
agreed to provide 16 man-years of research expertise and W 
loan of equipment and software. The grant was made unde 
the Innovations in Technology (Intech) training scheme in 
troduced by the Singapore Government last year to hel 
offset the high traning costs associated with the introd 
of advanced technologies. In ISS’ case that meant reseam 
into public information systems, multilingual computing 
techniques and office automation. 

Although the picture is otherwise good for software dew 
lopment in Singapore, training — or the lack of it — remain 
a problem. Without properly trained users, computers amt 
software can not be marketed or developed effectively, Th 
NCB estimates that there are 2,800 computer professions 
— from programmers to data-processing managers — i 
work in Singapore. The government's Economic Deyelo 
ment Board calous 
lates that the cours 
try's colleges need to 
produce 6-700 come 
puter graduates anmu- 
ally to redress the 
shortfall this figure re- 
presents. CE 

Furthermore, e- 
cause there is a short- 
age of skilled opem x 
tional staff, the nume 
bers being trained far 
research and develop 
ment are being Tee 
mited. At the Nee 
tional University of 
Singapore, officials 
concede that the cure 
rent 70:30 ratio 
production to 
search students 
computing will 
maintained in | 
foreseeable future. JA 
side-effect of this shortage of professional innovators is that 
the country remains suspect as “a haven of software piracy” 
— in the words of the US Department of Commerce. Singa- 


pore's copyright laws — based on legislation drawn up in Bre 
tain in 1911 — do not cover software, and are seen to discour 
age investment by foreign software developers. 


he dim view taken of Singapore's record on copyright, 
; has hindered its technology export drive in other areas 
Despite recent attempts to clean up its act, Singapore ds 

listed with 14 other countries — including Malaysia, Indi 

and Hongkong — that the US Government says cannot be 
technology to communist countries. The list is compiled and ~ 
held by the US Department of Defence and the Commerce 
Department, both of which have the power to delay or veto 


'! computer exports by “any person subject to the jurisdiction 


of the US." That means any US company or citizen, and in- 
evitably includes all employees of US computer vendors, re- 
gardiess of where they work. 

Sj Still, Singapore continues to court China as a market, sub- 
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litical scores in the interests of economic ex- 
pendiency. The gradual warming of relations, marked last 
year by the signing of a five-year joint-venture agreement for 
micro-computer manufacture in China by the Lityan sub- 
sidiary of Singapore's Chuan Hup Engineering, was reflected 


-in the recent visit of Lee to Peking. 


At home, the government continues to support office au- 
tomation in its own departments under the Civil Service 
Computerisation Programme. Singapore is not alone in this 
ailand and the Philippines are actively encouraging 

overnment computer spending — but Malaysia and In- 
onesia are cutting back. 

Computer spending by government departments and 
state-run enterprises has slowed in both countries following a 
re-evaluation of their buying strategies. In Malaysia this is 
being carried out by the Administrative, Modernisation and 
Manpower Planning Unit — part of the Prime Minister's De- 
partment — and the effect of the cutbacks is milder in Malay- 
sia than in Indonesia. The number of medium and large-scale 
computer systems in use in Malaysia has risen to more than 
500 since the National Electricity Board installed the first in 
1966. About two-thirds of these machines are in the private 
sector, and the number is unofficially estimated to be grow- 
ing by about 25% a year. 

But in Malaysia too, the emphasis is switching from 
hardware to software. In terms of domestic production, Ma- 
laysia has been hit by the double blow of the US computer 
slump and a worldwide chip glut. In June, chip-maker Na- 
tional Semiconductor Asia Pacific Pte announced the closure 
of plants and the sacking of 1,000 workers in Malaysia. In late 
September, Mostek Mala y Sdn Bhd followed suit by shut- 
ting its Penang plant and iring 1,200 workers. The news that 
production of the Accent 20001 micro-computer — the result 
of a joint venture between Malaysia’s Melewar Corp. and the 
US Accent Technology Corp. — will start in November, will 
give cold comfort to the — electronics workforce. 
Their numbers dwindled 12% in the 10 months to May 1985. 

The number of companies writing, selling or hiring com- 
puter software in Malaysia is, on the other hand, rising. It 


. Burma readies itself to 


now stands at about 


50 and the US$60 mil- 
lion software industry 
is expected to grow by 
30% a year until 1990. 

No such situation 
exists in Indonesia. 
An Indonesian Gov- 
ernment move to put 
the brakes on com- 
puter spending within 
its departments could 
have a drastic effect 
on the country’s com- 
puter market — so far 
unhampered in its 
growth by the US 
slowdown, The com- 
puter market is esti- 
mated to have grown 
20% in value to 
US$100 million. Al- 
though official statis- 
tics do not exist, computer-industry experts suggest that the 
Indonesian Government may account for as much as 80-90% 
of the country’s market for large-scale mainframe computers 
and related products including printers and software. It is 
also thought to represent about 60% of the market for small- 
er computer systems. 
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Mostek plant: 1,200 jobs lost. 


he Board of State Administration and Automation has 

| been given the job of streamlining government use of 
computers, while plans to link computers at ministries 
including the Finance Department looks set to cut duplica- 
tion of equipment and software. Much of this effort is aimed 
at limiting dependence on foreign computer vendors. Al- 
though preferential treatment in government tenders has 
been successful in encouraging local computer production 
the government has failed spectacularly to promote an indi- 





The US$4 million project to install a 
mainframe computer at the Planning 
and Finance Ministry inevitably will re- 
volutionise orema information- 
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and planning, quite apart 
enter the computer age Y — 
computers on a mu er ue 
By A Correspondent in Rangoon ~ course. " 
Fuer years after the first com- the UN Development Programme The UGC computer first became in- 
uter was installed at n (UNDP) as a computer education and volved essing government data 
University, Burma is making its centre, the Universities Com- with th Popeiation census and 
delayed entry into age puter (UCC) in Rangoon Uni- since t ped numerous gov- 
with the acquisition of a mainframe versity has become the country's only ernmei from Myanma 
on reda the Ministry of Planning data-processing service centre. Oil Corp and Burma Railways to the 
which is expected to pave Unable to meet near the Cen tion and 
the way for computerisation in future. present need for computing services, the H t. Even so, it is 
ned by the govern- the UCC still operates an o estimated that more than 100 state or- 
ment's fear of foreign techni- 1902S — supplied by IC penes needing this service have 
cians in sensitive data- ; the Britain which is believed to be the o onl ailed to gain access to a computer, 
— to proceed the one of its generation and model “It oe been Burmese Government 
project is being interpreted as an operating in the world. Suffering fre- policy to introduce computers first in a 
cial green t for computerisation. quent breakdowns and pecking university environment and then build 
And even purchases parts no —— by ICL, the up the human resources [needed for 
are not expected to ‘cabinet ap- worn-out computer is f loaded  computerisation]," a diplomat com- 
proval in each case as are now. whenever it is functioning. mented. “All computerisation in 
With a — 37 million, However, a minicomputer system Burma started at UCC, but while it 
—. Burma still only has one installed at UCC atthe sametimeasthe began as an academic centre for re- 
— able to offer computer services, mainframe — is still operating search and , by the end of the 
a small number of government depart- successfully as a training aid for 1970s, due to the government's ru 
. ments now own minis and micros. Ori- Burma's budding computer operators tance to open up Vett nd vmi 
eee p 3771 with help trom and technicians. - TIMES. had become a. MID 
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genous software industry. The result is that the market re- 
mains dominated by a few well-known software packages 
which are often copied and sold illegally. 

The effect of government purchasing methods is also, of 
great concern in Thailand, where large amounts of money 
are still being spent on civil service computing. Under the 
aegis of Thailand's recently revamped National Computer 
Committee (NatComCom), government departments will 
ere upwards of US$36 million on computers this year. Nat- 

Com has approved the purchase of US$25 million worth 
of computers and related equipment, while the budget 
bureau has endorsed the spending of a further US$11 mil- 
lion, 

Although NatComCom has been empowered to lay down 
national guidelines for purchasing, leasing and maintaining 
computers, in order to instil a little order into what the gov- 
ernment sees as Thailand's computer-buying chaos, the buy- 
ing continues. The Thai computer market is estimated to 
have been worth US$22 million in 1984. Thailand is esti- 
mated to have bought 10,000 computers of all sizes last 
year, with the Japanese manufacturer Fujitsu taking the 
largest market share with sales of 1,500 business computers. 
This compares with 800 sold by its nearest sales rival, 
IBM. 

The computer sales boom is in the face of continuing 
po with Thai alphabet input. Because there are no 

reaks between written words in Thai, and some letters may 
take up to four lines — allowing for the diacritical marks used 
— the language presents a huge technical problem for com- 
puter makers and software authors. Not until this summer 
was it announced that the first all-Thai microcomputer had 
been developed — by a group of engineers at the Chiang Mai 
University in northern Thailand. 

NatComCom is offering grants to encourage technologi- 
cal development locally, though its efforts are not limited to 
software. Foreign investment in computer hardware manu- 
facture is also being encouraged by tax measures. Whereas 
completed computers are subject to duties ranging from 40- 
45%, components attack a levy of only 36%. Tax measures 
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are also bein adopt- 
ed in the Phili ippines, 
to halt the slide into 
complete technologi- 
cal backwardness 
brought about by the 
near collapse of tts 
economy. 

The _ Philippines 
has completely defied 
the trend in Southeast 
Asia towards growing 
computer usage. 
Computer sales have 
come to a virtual halt. 
Foreign- exchange re- 
strictions coupled 
with investment jit- 
ters saw to it last year 
that the Philippines, 
alone among the 
Asean countries, ac- 
tually bought fewer 
computers than it had the year before. Acc 
Digital Equipment Corp. figures. the value of computers 
sales dropped to US$29 million in 1984, from US$32 mie 4 
lion in 1983. Computer sales may now begin to rise agam 
with the removal of the US$50,000 purchase ceiling Of 
imported computer equipment and supplies. Duties have 
been cut and a review body has been set up headed by 4 
Prime Minister Cesar Virata, which is responsible for 
planning and executing the computerisation of key govern = 
ment departments. | 

Meanwhile, there is oné small glimmer of hope for the 
Philippines. Computer-industry experts believe that the 
growing number of Philippine programmers now engaged in 
cut-price data processing for overseas companies will form | 
the backbone of a Philippines software industry if and when 
the economy ever recovers. — Francis Pearce 





4 
Virata: industry review. ANCL 
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contractor for government ministries. cn In addition e ". arate 
“This is bound to change as the gov- crocomputer system is sc or 
ernment takes a more modern view of installation at the Office of Ministers, 
the situation. Burma has a lot of secu- Training for 90 staff in the pe- 
rity problems teil a tare — —— and maintenance « 
tem decision-making is cen- ter is being provided. 
tralised. There has been a to tions will " 
computerise data processing, and deci- | — surveys and censuses along. 
sion as this woul ad to hn with use in sector management such as 
fo advisers gide t ae electric power and transportation. 
“Essentially the is been ti The UNDP is also involved in 
based on Burma's have I agp de computerisation in Burma i 
foreign software develop | and en- ‘=o other mainframe computer pro- 
piaeers who would have pet ie the raw ;. Expected to be completed 
ormation first and also the type of ast ys carotte e te pe 
uses the government vithed to put its mainframe computer at the — 
computers to." tion t. A Honeywell 692 
r has been installed to rocess | ^ 
he Central Statistical Organisation, data from the 1983 census and is ex- 
puter andas ne department vin enm to be ps —— rin 
uM within o> h NEN " on and imm on records 
| | anma oil: a client, "AYN anoa “Also to benefit from com 
priate ent o et een My m nig getto qma Merle ree 
as enting agency for the a year and handed over tothe govern- try, which oversees Burma's large - 
UNDP-backed project. ment in 1987. timber resources. A ¢ erhasbeen | 
Tenders for a 32-bit computer with a As aif the project, some 30 purchased and De" awaiting in- · 
four megabyte main —— ^ VDUS will be in various gov-  stallation. It will a er manage- — 3 
.to cost about U ernment dej xa. hee! MN m, ne — Ge reri, and will be used to — 
rc iiie: | ind. ory of forests re- —— 
p is — ch sources and eee! general surveys. | 
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INDIA 


Getting ready to 
face the future 


By Meenakshi Behara in Bombay 
|: what was probably the worst reservations mix-up in 





civil-aviation history, thousands of Indians found them- 
selves stranded at the height of last summer's holiday rush. 
And it was all because of automation. India’s domestic car- 
rier, Indian Airlines, had just introduced a computerised re- 
servations system, but what the airline did not reckon with 
was the dismal state of the country’s telecommunications 
facilities. The result was what amounted to a national con- 
sensus that India was not yet ready for office automation. 
But the protagonists of office automation — led by Prime 
Minister Rajiv Gandhi — are numerous enough to ensure that 
| every effort will be made to get it ready. Liberalised govern- 
ment policy introduced since Gandhi took over the premier- 
ship after the assassination of his mother last October has led 
^to a computer-sales boom of unprecedented proportions. 
| Of course, earlier governments had recognised the pro- 
ductivity-enhancing potential of office automation, In an in- 
dustrial policy statement in 
April 1982, the list of so- 
called core industries was 
enlarged to take in what was 
called “high-technology re- 
production and multiplica- 
tion equipment.” This was a 
very small start, as that hi- 
tech language concealed or- 
| dinary plain-paper copiers. 
But it was at least a start — 
| all the major brands of copier 
are now available in India, a 
far cry from the days when 
they could be imported only 
with specific licences by re- 
[| gistered exporters. And last 
year electronic typewriters 
also made their bow. 
And computerisation is 
[| now making slow but steady 
|| progress. The economic 
A| ministries and the Income 
Tax Department in New 
Delhi are computerising 
and the enormous state en- 








Gandhi: liberalising policies. 


puterisation programme with World Bank aid. 
The most interesting developments are in India’s huge 
| banking sector. The 45,000-branch network has always faced 
enormous problems in inter-branch reconciliations, and even 
the State Bank of India, the most systematic and best or- 
anised of all Indian banks, has a backlog on that count going 
ack several years. This means that fraud arises only natur- 

ally and has often gone undetected for a long time. 

But now a committee set up by the Reserve Bank of India, 
the country's central bank, to consider the banking sector's 
needs for mechanisation has recommended a two-phase pro- 

"gramme, running up to 1989. In the first phase (1985-87), 
2,500 major bank branches will be computerised and in the 

| second phase 6,000 more will be added, accounting for 70% 
of all banking transactions. Mechanisation will start with 
electronic ledger-posting machines with attached memory 
modules at the branch level, zonal control points and a main- 
frame system at the main office. The scheme is scheduled to 
cost US$110 million. 
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terprise Indian Railways is initiating a US$500 million com- 


Also the banks, long bedevilled by rampant unionism 
among staffs and ballooning wage bills (a 14% increase ear- 
lier this year), are talking about introducing automatic teller 
machines, though an initial attempt by, Citibank to introduce 
them throughout Bombay is unlikely to succeed as the Re- 
serve Bank feels that it would be tantamount to opening a 
number of new branches — more than it would license under 
the present circumstances. But, if nothing else, the Citibank 
move has helped sectors of the banking industry to realise the 
tremendous scope of electronic banking. 

To deal with the coming boom, the government in late 
1984, while continuing to emphasise’ indigenous manufac- 
ture, removed all restrictions on capacity and allowed liberal 
import of technical know-how and where necessary even per- 
mitted foreign equity participation in manufacture up to 
40%. Following up this move, the government early this year 
substantially reduced customs duties on components and 
peripherals to average around 50% ad valorem.and removed 
excise duty on Indian-produced components and peripher- 
als. It also made systems imports easier, and brought 
down the import duty on them marginally from 240% to 
200% . 

Imports of computers priced below US$80,000 have been 
almost totally freed and, at the other end of the market, in 
1984-85 clearances for large mini-computers and mainframes 
costing up to US$70 million were given, whereas in the previ- 
ous year the maximum was US$15 million. Of course, the 
new limit is to take into account the mainframe systems the 
government wants for its 
own use, but the trend is en- 
couraging. 

One result of the liberali- 
sation has been increased 
competition in the market- 
place, which has seen micro 
prices falling rapidly in the 
past three months. One new 
launch last month was 
priced 50% below compara- 
ble existing models. Profits, 
once hovering around the 
10095 mark. are now down 
to 1095. A more dangerous 
fallout from the computer 
boom is that. most com- 
panies have done little to ac- 
quire real know-how. In- 
dustry estimates suggest 





that almost two-thirds of the 

estimated US$130 million 

| market in the current year 

Iwill comprise imports of sys- 

}.tems or components, and no 

one is willing to guess how 

much of the estimated US$1760rmillion market next year will 

actually accrue to Indian companies. 
"toe | 

canwhile, the problem of telecommunications re- 

M mains. As in the Indian Airlines case, computer users 

constantly complain about faulty telephone lines 

making networking impossible. Modems have only recently 

been approved for fitment and, though one company is plan- 

ning to assemble facsimile-transmission i ipd this ser- 
vice is restricted at present to Bombay and Delhi. 

Another problem which is likely to grow in seriousness as 
more computers are installed is that of union opposition. For 
instance, though the Indian Banks Association negotiated a 
settlement with the majority staff union over automation, 
small wildcat groups have successfully thwarted automation 
plans by several banks. One union currently in dispute with 
the Hongkong and Shanghai Banking Corp. in Calcutta 
claims its automation plans will take away 2,500-new jobs 
each year; and will render 5,000 workers redundant in the 
first two years of operation. o 
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AUSTRALIA 


Making slow but 
steady progress 


By David Noble in Sydney 
D espite the problems of the US computer market and 








industry, in Australia business is as vibrant as ever. Up 

to 30 June, when most Australian companies end their 
financial year, many hardware and software —— report- 
ed record revenues and profits. This was partly 
that the federal government’s capital-equipment investment 
allowance, which allowed an 18% tax deduction on com- 
puter-related and other expenditure, expired at the end of 
the fiscal year. 

Because the allowance gave customers up to two years to 
install the systems, many companies signed their contracts 
prior to 30 June but will not take delivery of the equipment 
for several months. But, apart from the sales increase gener- 
ated by the investment allowance, the boom in growth 
E signified the relative stability of the Australian market 
place. 

Most Australian companies are well behind their US 
counterparts in terms of the implementation of sophisti- 
cated office-automation systems, but they are becoming 
extremely interested in this 
area. Australian companies 
tend to be less immediately en- 
thusiastic about computers and 
look for solutions which meet 
their needs rather than buying 
systems simply because they fea- 
ture the latest in technology. For 
this reason, their evaluations are 
generally a little more criticial 
and ordered than those in the 
US. 

In world terms, the Austra- 
lian information-processing mar- 
ket is a small one, but it is home 
to most of the world’s major com- 
puter suppliers — the Ameri- 
cans, the British, the Europeans, 


the Japanese and of course, the ‘Cattle farmer at work: communications are vital. 


Australians themselves. Accord- 
s d to IDC Australia Pty, the Australian market-research 
subsidiary of International Data Corp., the total Austra- 
lian market was worth A$4.98 billion (US$3.52 billion) in 
1984. 

The largest part of expenditure in that year was on 
hardware — about 34% — with communications 18%, en- 
powering services 14% and software and services accounting 
or most of the remainder. But by 1990, the market is expect- 
ed to grow to A$12.6 billion with hardware, software and 
communications all growing in relative expenditure while 
other sectors will shrink. IDC predicts that in that year 
hardware will account for 39% of the market, communica- 
tions 19% and software and services 17%. 

Australia has only a very small, specialised computer- 
hardware manufacturing industry so the bulk of the spoils in 
the equipment sector will fall to US, Japanese and European 
suppliers. Some of the multinationals such as IBM, Wang 
and Sperry have assembly plants for terminals and personal 
computers in Australia. But it is in the software industry that 
Australian companies can expect their strongest growth. 
Australian software is world-renowned and though there has 


David Noble is information technology writer for the Australian. Financial 
Review. 


ue to the fact. 





been little export to date, this aspect of the business is grow- 
ing. 
According to the Software Industry Association (SIA), am 
offshoot of the Australian Computer Society, Australian 
companies earned about A$50 million in software exports in 
1984, with the bulk of that coming from New South Wales 
and Victoria, the two key states in Australian computing 
terms. The national chairman of the SIA, Karl Road, sat 
that in 1981 there were more than 1,000 Australian firms spes 
cialising in software, employing about 9,000 people. This 
compares with about 100 companies 10 years previously, _ 

As can be deduced from the relatively low level of expol 
the bulk of Australian software is absorbed by the domestic 
market, largely because it is specifically developed to meet 
the requirements of Australian laws and business operation 
But one of the reasons that Australian software has reacheda 
respected position in world markets is because of the smal 
size of the domestic market. Software has to be extremely 
flexible to meet the requirements of a diverse range and size 
of company. 

In the US, software houses can develop applications foe 
niche markets — for a specific size and type of company 
and make millions of dollars because the market is so large 
Not so in Australia where there may only be a dozen or two 
dozen companies operating in a particular market sector 
hardly enough to keep a software house in bread and butter- 
But if the Australian industry is to continue to grow, the level 
of export must rise. The major potential markets are the US, 7 
Japan and Southeast Asia. 

While Australian companies have several strengths in ap- 
plications development, both 
commercially and for in-house s 
use, one of the other strong) 
points is the handling of security” 
and communications. Two co 
panies in particular, Eracom Pm 
and Ran Data Corp., have 
had profitable forays into the 
domestic and international mar 
kets with the sale of equipment 
and software designed to allow- 
data to be transmitted without] 
fear of intervention i 

Ran Data’s speciality is if : 
the provision of data encryps 
tion equipment for computers” 
transmitting data over AZ 

acket-switching networks ang” 
has found response from the 
banking industry, which uses the 
equipment to protect data in electronic funds transfer net 
works. Eracom has also been successful in the banking i= 
dustry in Australia and in other market sectors overseas With” 
its range of drop-line encryptors and other data-security < 
systems. 1 

Because of the vast expanse of the Australian continent 
communications have become a vital issue in the country,” 
Business has a growing dependence on being able to transmit — 
and receive accurate data quickly. Thus, the communications ^ 
sector of the industry is growing at a rapid rate and with the - 
launch of Australia's first satellite on 1 August even greater i 
growth is expected as businesses rush to take advantage OF | 
this new medium. The national common telecommunicea- 
tions carrier, Telecom Australia, has provided a commit- 
ment to the constant upgrading of data and voice services and | 
is also conducting experimental development of integrated 
services digital networks, the communications systems of the 
future, which will carry price, data, text and image. 

There is still a possibility that certain effects of the 
computer slowdown will flow on to Australia, but they 
not likely to be as severe here as they have been in the USI 
This gives computer and communications suppliers, and 
most important, the customers, hope for a continually 
buoyant market. ü 
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‘COMPUTER APPLICATIONS 
How to take the 
Office out of 
the steam age 


. By Sean Toplis in Hongkong 
. eople no longer talk about the “office of the future.” 
The automated office is with us today, with its full 
a range of word-processors, micro-computers, minis, 
“mainframes and electronic communications. Yet even the 
- common or garden word-processor, introduced more than 20 
- years ago by IBM, is still missing from the vast majority of of- 


ices. All reports, correspondence and so on are typed on a 
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nachine which, but for electrification, has hardly changed in 
nore than a century. 
_ The reason for this lamentable state of affairs is that the 
- person who ultimately decides whether or not to purchase of- 
—fice equipment is not the person who uses it. The manager 
cannot be bothered with the tedious, time-consuming busi- 
ness of comparing system with system, model with model 
When he will derive no personal benefit from a change. The 
Eno person who will benefit is his lowly secretary. 
— — But there are, on the contrary, significant benefits to be 
neg by everyone — manager and secretary — by convert- 
ng to word-processsors. Accuracy and speed of typing are 
the most obvious. Less obvious, but more important to the 
| manager is cutting down on the time taken to check and cor- 
| rect finished letters. Whether the manager deals with corres- 
— pondence by writing in longhand and passing the script on to 
— his secretary, or by dictating either personally or to a record- 
er, he still has to check the finished product personally, and 
- often has to redraft letters several times before they are cor- 
| rect. So he is wasting just as much time as his secretary — and 
| his time is more valuable. 
— A word processor eliminates the need to recheck the 
- whole letter a second time. Only the corrections themselves 
need to be checked. A paragraph added to the middle of a 
|» page: an adjective in the middle of a sentence; an extra 
| comma; a split of one paragraph into two. All these and many 
| ether corrections can be done in the proverbial flick of an 
| eyelid, without any alteration or retyping of the rest of the 
« text. 
— In many companies the same letter is sent to several peo- 
_ ple and each letter is individually typed, presumably some 
— with errors and some without. Each has to be checked. Each 
address has to be individually located in an index file. The 
Er can reproduce all the letters and, with its memory, 
~ locate the addresses and type them faster than a secretary can 
‘| find the conipany name in a card index. 
| It can even eliminate the bane of much company corres- 
| pondence — spelling errors. With many programmes, the 
| press of a key can automatically check and correct the spell- 
| ang of thousands of words. 
Another advantage of the majority of word-processors 
is the access.to a database filing system — which means 
that the time the secretary saves by using the word- 
processor, she can employ by improving her filing system 
| — which again saves the manager's time, when for in- 
| Stance he is searching late at night for that elusive letter 
| which is essential for a report at the following day's board 
| meeting. 
In electronic filing, all letters are entered into the com- 
| puter's storage memory, and hard copies in bulky files in 
]  Space-consuming cabinets are no longer necessary. As with 
| the Yellow Pages, you can let your fingers do the walking — 
_ a few keystrokes and up pops the letter sought. Alsö; how 
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much time is wasted looking for a letter in a “subject” file 
only to discover eventually that it has been placed in a “com- 

any correspondence” file? Using electronic filing, the same 
etter can be placed in several “files” and no matter which is 
opened, even those only vaguely associated with that particu- 
lar letter, there will be the letter. Just as useful, perhaps, is 
the ability to extract all letters pertaining to a number of 
chosen variables such as all letters to a particular company, 
covering the sales of certain items over, say a six-month 
period. 

[Incoming letters can be treated the same way. Computers 
— rather more sophisticated than the word-processor, but 
still at the comparatively cheap “micro” level — can now 
“read” the letter, storing it in a memory from which it can be 
extracted in the same manner as outgoing mail. 

Micros are also useful in compilation of reports, another 
time-consuming task for many managers. Long, detailed re- 
ports, often produced on a regular basis either for senior 
management or for an overseas head office may take a day, 
or sometimes much more to prepare, and more than a day in 
typing, though each report is similar in content and certainly 
similar in format. How much easier then if the whole struc- 
ture of the report is contained in the computer, with neces- 
sary figures and data selected from working files when they 
need updating and all repeats of information carried out au- 
tomatically without the risk of error or omission. 


standard-format documents, most notably those 
involved in the import/export trade. Invoices, customs 
documents, ship manifests, cargo descriptions all contain, at 
least in part, the same information. With the use of a micro- 
computer — or, with a much larger operation, a mainframe 
computer — not only need this information be input once 
only, but there is no risk of anyone forgetting to issue these 
vital forms; it can be done automatically. 

And all these figures — from reports or official forms — 
having already been input may also now be used for statistical 
and financial purposes, both of which functions can be more 
quickly and more easily conducted by the computer, produc- 
A: such figures more frequently, with obvious benefits. 
Also, by using a number of terminals linked by a local area 
network or LAN, a number of people can have access to the 
same figures and data. 

Con Conway, head of corporate marketing for Communi- 
cation Services Ltd of Hongkong, gives as a definition of of- 
fice automation *the making available of information acces- 
sible to end users in a manner that is timely, convenient and 
controllable by each individual." And, he adds, “telecom- 
munications is the means by which that information is made 
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Computer work-stations in use: managers can benefit, too. 


accessible." And computerisation is affecting such inter- 
office communications as much as it is affecting the office it- 
self. 
The key to most telecommunications systems is still the 
telephone — even though that has been with us more than 
100 years. But with the introduction of computerisation, tele- 
phone systems themselves have been changing rapidly in re- 
cent years. The latest generation of computerised branch-ex- 
change equipment introduces new capabilities for integrating 
voice and data, providing LANs and electronic tandem net- 
works and office-automation applications. These new sys- 
tems lay the foundation for the "office controller" which is 
forecast to be the heart of a building-communication system 
in the near future. 
The telephone is also the key to worldwide communica- 
tions via satellite, through a device known as a modem, 
which modulates data signals into an electronic pattern simi- 
lar to voice signals, enabling them to be transmitted along 
telephone lines. Telex communications are similarly im- 
proved by computers; through a computer-linked telex, mes- 
sages may be received at a desktop terminal, and data stored 
by the computer can be extracted and sent direct without the 
need for retyping. The telex machine can also store all incom- 
ing telexes, routing them to the addressee at his terminal 
when called for. Hard copies are taken only when. neces- 
sary. 
Anyone who now uses a word-processor to type even per- 
sonal letters would find it very dilficuh to go back to using a 
"steam" typewriter. And today's schoolchildren are being 
brought up using computers 

E at school. Thus tomorrow's 

2 managers will all be compe- 

2 tent in computer use and typ- 
ing, so with the introduction 
of personal terminals will be 
able to produce all such work 
as report-writing and so on 
without even the help of à 
secretary. Then the office of 
the future will really be with 
us. 

At least one managing di- 
rector, of a large Hongkong 
property company, has re- 
cently taken a typing course, 
as he puts it "to familiarise 
myself with the computer 
should the time come when I 
must have one on my own 
desk." 160 a 


Conway: access is the key. 
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COMPUTER SECURITY 


The risks can 
be as real as 
the benefits 


By Richard Wilsteed in Hongkong 


omputer systems are no longer solely a matter of ime 
creasing company efficiency, or even a means for comes 
panies to gain a competitive edge over their rivals. In 
many organisations, computer systems have become vital — 
and also vulnerable — centrepieces of company operations, 
There are many companies which would collapse if their 
computer systems were out of action for more than à few 
days. 

A major retail bank, for instance, might face this disas- 
trous scenario if its central computer system were destroyed 
by a major fire in its headquarters building: 
> The branch teller terminals do not have sufficient local in- 
formation to operate for long. so the bank decides to disallow 
any withdrawals through branch offices, since it is unable to 
verify the status of current accounts. Unfortunately, the au- 
tomatic teller machine (ATM) network also fails once the 
first few thousand dollars are withdrawn, since the central 
computer system is no longer available to update its records 
and to authorise further withdrawals through ATMs 
» The bank's computer supplier reacts quickly, and flies in 
replacement central equipment from manufacturing plants in 
other parts of the world, but there is no suitable site for the 
replacement computer, properly equipped with adequate 
air-conditioning and power supplies. There is no other or 
ganisation with similar equipment willing or able to provide 
back-up services in prime banking time, and in any case the 
communications network is all centred on the wrong place. 
» After superhuman efforts by the bank's technical staff and 
their contractors, a rudimentary service is restarted to the 
branches after only five weeks. 
> But by this time, there are no longer any active customers. 
To dampen the riots which were commencing outside the 
branches of the bank when account holders were unable to 








Richard, Wilsteed is à partner in Wilsteed & Chan. à Hongkong 
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‘withdraw their money, the directors on the advice of the 
police had agreed to permit transfer of all accounts to other 
- banks, based on the account balances as they were last re- 
| corded and stored offsite on the day before the disaster. With 
its deposit base gone, the bank fails to meet its liquidity 
— ratios, and is forced to close down. Who is to blame? 
© The bank's data-processing manager had in fact submit- 
—ted three papers to his control committee in the previous five 
years, advocating the setting up of a backup computer 
centre, or alternatively for the bank to work cooperatively 
- With rival banks to invest in a shared service for backup. The 
_ papers were full of technical details which the chief manager 
| Mid no: even pretend to understand, and the requests were 
- quickly turned down. 
— The bank's auditors had carried out their standard work, 
—and had submitted their report on computer-systems secu- 
—rity. It contained statements on the extra levels of authority 
-that would be needed in order to introduce changes to the 
- bank's major systems, on the lack of regular inspection of fire 
— extinguishers, and concluded by thanking the bank for the 
- cooperation of the staff during the audit. The data-process- 
- ing manager had explained to the chief manager that he had 
E i faith in the integrity of his staff, and that if directed to in- 
—troduce the extra levels of authorisation and other items as 
— recommended, there would be a delay of several months in 
1 putting terminals in the new branches scheduled to be 
Opened next month. 
— The chief manager was an able but traditional man, who 
had for some time been wary of the way in which technology 
was being introduced in the bank. Not only did it dilute some 
—of the personal judgments and the sense of belonging to a 
-team that were the essence of successful banking, but the 
- technology was expanding as a share of total bank expendi- 
—ture. Not understanding the ways in which computer systems 
^ could be made most cost-effective, he controlled the com- 
—puter operations by holding budgets right down while con- 
currently demanding maximum results. He in fact knew of 
"many organisations that had obtained very few results from 
- considerable expenditure, and had no intention of falling 
- into the same trap through being overawed by technological 
wizardry. 

Each possibly responsible individual was doing a respon- 
sible job, but the fundamental problem was that there was no 
one in the bank with knowledge of the real risks and exposure 
of the bank to computer security violations, nor was any ex- 
ternal advice being sought. This would actually require 
not only a knowledge of banking applications, but also a 
very good understanding of the technology and its weak- 

-nesses, and furthermore, the ability to express this know- 
- ledge in such a way that it is comprehensible to top manage- 
ment. 

There are essentially three interlinked areas covered by 

- computer security: availability of service, the protection of 
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| |Airport check-in desk; Hongkong building site: a hundred things can go wrong. 
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information against unauthorised change, destruction or dis- 
closure, and the integrity of the service itself. The third of 
these is frequently overlooked, and yet is of comparable im- 
portance with the other two aspects. i| 

Computer systems are at the heart of operations of many 
companies, and yet they frequently have major weaknesses 
or faults imbedded in them. The more complex the system, 
the greater the probability of important failings. There can, 
in fact, be few major computer installations in Asia which do 
not have a list of at least a hundred known problems in opera- 
tional systems that are waiting to be fixed. There will also be 
many more hidden problems waiting to be exposed when the 
right combinations of circumstances are presented to the sys- 
tems. 

Just three examples can illustrate the types of effects 
that such hidden problems can have on a company's profita- 
bility: 
> In one airline based in Asia, the procedures around the re- 
servations system for entering and selling flights were not 
controlled adequately. There were several cases of whole 
per of passengers turning up at an airport, having 

een sold seats on a flight, only to find that there was no air- 
craft scheduled to carry them since that flight information 
had only been entered into the reservations system by acci- 
dent. There were corresponding times when aircraft and 
crew arrived at airports to find no passengers or cargo, be- 
cause these flights had not been entered into the reservations 
system at all. The losses of goodwill and revenue in these 
cases were very substantial, and due solely to poor design of 
the procedures surrounding the computer reservations sys- 
tem. 
» In a second aviation-industry case, one of the top aitcraft 
manufacturers decided to stop marketing its aircraft en- 
gineering system to airlines, in case its worldwide reputation 
for excellence was pese damaged by connections between 
the computer system and aircraft unreliability or accidents 
traced back to errors in the computer system. The repercus- 
sions of faults in systems recording technical and engineering 
information in the fields of transport and construction can be 
horrendous. 
» Ina third case, the highest and hence the winning bid for 
one of Hongkong's most expensive building sites was based 
on a very hurriedly constructed computer model, used for 
exploring variables such as interest rates, inflation and de- 
mand for office space. It is far from impossible that this com- 
puter model contained flaws which would have indicated that 
the bid price should be higher than would have been correct. 
One problem of the use of computers is that they give a sense 
of veracity to models that may be based on fallacious assum 
tions and that may contain serious logical flaws. There coii 
thus be many incorrect business decisions being taken based 
on inadequately tested computer systems. 

Here then is the first major problem facing top manage- 
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ATMs in use; computer room in new Hongkong Stock Exchange: security is all-important. 


ment about computer systems: how to ensure the integrity of 
important systems — how to ensure that the information in 
the systems matches reality, and that the systems process and 
present the information correctly. The solutions lie in the 
quality of management within the information systems or- 
ganisations themselves, aided and abetted by independent 
audits, by setting high standards and by effective quality as- 
surance. Good people and systems are not cheap. but poor 
systems can be enormously expensive. 

The second area of computer-systems security is the pro- 
tection of both information and systems against unauthorised 
modification, destruction or disclosure. This is the * 
area of computer audit, originally based on accounting, 1 
ventory and payroll systems, the main business uses of An. 
puters some 15 years ago, and there are many recorded 
examples of individuals attempting and often succeeding in 
fraudulently using computer systems to extract money or 
goods from companies. These threats still exist, but the ways 
of using computer systems now require a very different set of 
approaches in order to circumvent such fraud. Furthermore, 
there are also new threats associated with personal informa- 
tion and its disclosure, where organisations must take due 
precautions to safeguard such personal information. 


ifteen years ago, almost all computer systems were 

used as batch systems. Input was prepared, by one 

group of people, passed through a control point, fed 
into the computer and processed. The results came. back 
through the control point, and were distributed to the users. 
If a problem occurred, the whole cycle could be repeated. 
Checks and controls could be applied at various places in the 
cycle, in both time and physical senses, and enforcement was 
relatively straightforward. — * 

The majority of cost- effective computer systems now are 
online, using terminals to entegapformation and to receive al- 
most immediate responses. Frequently there are no written 
records external to the computer system, and so no chance of 
re-entering. the information and repeating the processing 
should the machine malfunction. Even worse, there is effec- 
tively no cycle to control, since the entry and updating of in- 
formation is largely a continuous process. 

Associated with this change to online systems is the prob- 
lem of authenticating the identity of the person operating the 
terminal. Five years ago, almost all computer terminals were 
in company offices, and used during normal office hours, 
with supervisory staff present. Individuals could fraudulently 
use passwords they has learned from others to access systems 
with a higher level of authorisation than they should have 
possessed, but they were quite liable to be caught in the act. 
Such system users would also be employees who could be vet- 
ted by security if they were to work in crucial or sensitive 
business areas. 

The steady change now taking place is for terminals.to be 
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connected to computers through dialling in over telephones 
lines, rather than being permanently wired in. At the same | 
time, many more people are becoming computer itera . 
through the use of microcomputers, and the eager ones often 
work from home in the evenings and at weekends. From a 
general management viewpoint, each of these changes in- 
creases likely company profitability, but it also introduces 
new security threats. 

Combating these threats costs money, and as experts have 
clearly demonstrated, there is no known computer system | 
which is secure against a skilled team with access to a systeme | 
connected terminal. Put another way, an exceptional com- ~ 
puter systems person working as a programmer or analysti in | 
your organisation could circumvent all security measures you 
might set up. 

It is of course possible to make access difficult, for exams — 
ple by getting the computer system to telephone a caller | 
back, with the outbound telephone number being based ona 
codeword entered by the caller on first making contact. Even d 
this measure becomes problematic as new telephone systems |] 
are equipped with call-forwarding capabilities. | 

Speech recognition and authentication systems are at pre- © 
sent far too expensive for normal use and fingerprint recog- 
nition or signature verification systems suffer from the same ~ 
limitations. In any case such measures do not prevent an in- f 
sider from accessing systems with criminal intent i 

Once having gained access to an online system, the indi | 
vidual with programming ability can take steps effectively to 
disable the internal security-alarm systems, and then cam a 
roam around the inside of the computer, extracting informa- — 
tion or modifying records. One recent technique used by une 
happy employees is to plant a “self-destruct” programme im- T 
side the computer, so that all files and information will be 
wiped out on a certain date. Such a technique can also be 
used to destroy backup copies of data, effectively eliminating. — 
all evidence and of course, much commercially valuable in- 
formation. One such sabotage scheme was successfully ape 
plied in Hongkong. 

With regard to computer-related fraud, one such case in- 
volving more than US$100 million was detected only acci- | 
dentally. It involved a series of interbank transfers, one of 
which happened to pass through Austria which had just be- 
come a member of the interbanking network. As new users, 
the Austrians were still checking the authenticity of the trans- 
actions passing through, and hence the detection. The scale 
of this attempt was enormous, and it involved meticulous 
planning and some collusion among insiders, but it demon- 
strates the potential vulnerability of supposedly very secure 
systems. 

The basic maxims to prevent breaches of security in these 
areas are almost identical to the maxims for non-computer 
systems: 
> Allamployees must be sensitive to security issues 
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arrangements between non-competitive organisa- 
is of interest that there are very few companies in 


'eing banks at present. 


riots or strikes, or sabotage or terrorist actions. Mod- 
omputer equipment is now generally extremely reliable, 
the better built systems often exceeding two years of 
nuous use without hardware failufe: This; However, 
is some drawbacks. Some of the storage devices now 
à vast amount of information, which can well become 
inaccessible when the storage unit fails and has to be 
en away for repair. Systems thus need to be. designed 

nd such calamities, but it is likely that because of the in- 
it reliability, emergency procedures will be exercised so 
quently that they may be totally inappropriate, and out 


ie most vulnerable points in most.computer systems 
are the communications network and the power sup- 
ply. For example, consider how long it might take to re- 
service if the nearest telephone exchange, through 
ch all data. communications with the rest of the. world 
vere to be destroyed. Or if the local electricity ; substa- 
ere destroyed, or possibly worse, if the main riser in the 
id ig through which power is supplied to computers burns 


Even if a company has a back-up computer site, possibly 
with other organisations, it must check whena full test 
he fallback process was last carried out, and how realistic 
ally was. The chances are that the information systems 
| has higher priority activities on its. schedule, such as 
ing the important files that were corrupted by a pro- 
ie fault the previous day. Understandable as the estab- 
ment of such priorities may be, it is most important for 
anagement to establish a policy about information as- 
nd computer security. The keystone of such a policy 
e the enthusiastic support of the chief executive of- 





e successful implementation of a security programmer 
| education and understanding throughout the or- 
; risk analysis and assessment. In the risk- 
ocess, threats are identified dnd: the doe cor 
co sidered. In the assess : : 
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managers, and there en considerable success in de- 
sping solutions to security problems. Security, however, 

om receives the priority it warrants in our present sys- 
and emerging technology is bringing a new set of dan- 
with it. Top management therefore needs to understand 
otential vulnerability of its computer systems, and to 
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cater challenge now is to 


do the same thing to the modern factory. Having tried and in. 
“fair measure failed to emulate th: 
- some US manufacturers are looking to. Silicon Valley to go 


ay Japan makes things, 


one better. The buzz-phrase is computer-integrated man- 
ufacturing (CIM). 
"Much of CIM is not really new, in the sense that it involves 


‘the: integration of computer and manufacturing systems 


(such as robotics and automated materials handling) already: 


ever, is it cheap — 
menting it, most conventional return-on-investment 
yardsticks should be thrown out of the window. 
Its real promise is that by employing computer-based au- 
tomation techniques and unconventional . management 
schemes now, large-scale manufacturers will be i in a position 
to leapfrog on the back of new technologies which promise to 
become commercially available quite quickly. These range 
from new computer architectures and networking 
techniques, through robots with "vision" systems, to, ulti- 
mately, the arrival on the factory floor of artificial intelli- 
gence. Meanwhile, say the pundits, CIM lifts product quality 
and pushes down costs almost from day one. 
The idea, as espoused at a seminar o — recently in 
o., one. of the top 
five US. computer makers, is, initially, to integrate the tools 
to hand. These are computer-aided design and manufactur- 
ing, or CAD/CAM, automated materials-handling, robotics, 
manufacturing planning and control systems and group tech- 
nology — the latter implying the rationalisation of parts used 
across a range of industrial products. 
In a process which Robert Bonsack of the consultancy 


| firm Arthur D. Little sees taking anything from three to 10 


years, the "islands" of automation in today's large factory are 
linked, directly and through sub-systems, to a central main- 
frame computer. This próVides the database to run factory 
operations and at the same time links backwards. and for- 
wards into the office and the leading bay. 

With this high degree ofStatistical control over all facets 
of a manufacturing business, maximum use can be made of 
such advanced techniques fust-in-time manufacturing — 
an American idea that has been used to tremendous advan- 
tage in Japan. As the name suggests, just in time is a way to 
avoid expensive inventories: the right amount of a given 
material is delivered just in time to be turned into a part of a 
product. That part goes on to, say, a sub-assembly station 
only when that station is ready for it, and so on. Cost reduc- 
tion, precise quality control and flexibility of production (a 
step towards “batch-of-one” processing) are the obvious 
benefits. But equally obvious, just in time only works prop- 
erly when every operation in the factory is being monitored 
simultaneously. 

Cost-accounting and. managem: nt impediments aside 
(and they are considerable), integrated factory automation is 
complicated by its non- availability as a homogenous pack- 
age.“ You can't buy it anywhere,” as Bonsack said. Demand 

'jjGIM is mushrooming — Hewlett-Packard’s $ 
sana eckons. the US elec : f f 
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in.use or in an advanced stage of development. Nor, how- 
many of its advocates argue that in imple- 
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alone should be 
worth about US$35 
billion in 1990. But it 
Is served by many 
players. Stringing 
together the com- 
puter makers, soft- 
ware writers, ma- 
chine-tool suppliers 
and so on into a 
workable whole is a 
daunting task. 
Several develop- 
ments over the next 
few years should 
make life easier, 
enhancing the attrac- 
tiveness of CIM to 
major manufactur- 
ers. One is the ad- 
vent of reduced in- 
struction-set com- 
puter (RISC) archi- 
tectures. The idea of  né/ewoAGRAMS by Andy Tang 
RISC is to make machines run faster, do more and cost less 
by making their circuitry simpler instead of adding to it. This 
is a far more complex task than it sounds. A particular stick- 
ing point is the development of new compilers — which trans- 


late programming languages into code that machines can. 


execute — so that existing software can be used on the new 
generation of RISCs. 

Although still untried at a commercial level, RISC tech- 
nology has emerged from research institutes and is being de- 
veloped by several firms, including the majors IBM — the 
world industry leade al Equipment and Hewlett- 
Packard. One of the attractions of RISC for a large-scale, 
multi-layered computer user such as, say, a vehicle manu- 
facturer would be its "scalability" 

manufacturing processes. From the smallest microcomputer 
that governs the manufacture of bolts to the mainframe that 
helps run the business, hardware and software will be largely 
compatible and interchangeable — and will work faster. 

Paralleling work on the way computers execute instruc- 
tions is an initiative to standardise the way different makers' 
computers and automated tools talk to each other. Signific- 
antly, the force behind a so-called manufacturing automation 
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protocol, or MAP, was the world's biggest car company, 
General Motors. 

The GM push recognised that full-scale computerisation 
of manufacturing would be next to impossible without stan- 
dardised local area networks (LANs) linking disparate 
equipment. Not only are different vendors’ machines re- 
quired for different tasks, there is at present no common 


standard for LANs. Early in 1984, GM and McDonnell- 


Douglas formed a users’ group to see how many US manufac- 
turers felt strongly about the arem 
later, it was clear upwards of 4 


N 


Some six months 
did 


ow MAP has spread to Europe, with a handful of com- 
puter makers and major car companies showing in- 
terest. Ultimately, it is hoped MAP will result in a 
series of international specifications for LANs — the first 
time any such standard has come about as a result of private, 
rather than national or multilateral, initiative. Further down 
the line, MAP may encompass a specific family of new-gen- 
eration VLSI (for very large-scale integrated circuit) chips 
and fibre-optic communications. 

The coming-together of these developments, particularly 
RISC-type machines and their successors, may play an im- 
portant role in what should be the most significant develop- 
ment for the factory of the future: the commercialisation of 
artificial intelligence. 

The 30-year-old academic drive to develop systems capa- 
ble of independent reasoning is still struggling with such 
questions as how the human brain itself works. But the early; 
practical offshoots of artificial-intelligence research, so-call- 
ed expert systems and increasingly capable industrial robots, 
already are making their mark in the workplace — in robo- 
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usable knowledge. | Source: Arthur D. Little, Inc. 
wlett-Packard Lab- 
tories Mark Morgen- 
ler puts it. an expert system equipped with rules enabling | regarded as discrete. But the concept of CIM obviously 
infer that A implies B and C implies D isoflimited value | would be short-circuited if a technician's findings from one 


len ordinary human common-sense can make the leap that | expert system had to be re-interpreted and inputted to the 
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gests B also implies C. Programming common-sense | next system in line. The ability of these systems not only to 
«nowledge into a system to run in conjunction with simple in- talk to each other but to enhance each others' application, to 
"nce is a major challenge. "cooperate," still is a long way off. 


ooperation among systems. The factory of the future is. | » Cooperation with people. Most of today's expert systems 
.tó need expert systems for a variety of applications now | live in laboratories and talk to scientists. On the factory floor 


they will have to be quick (new architectures should help 
= ! there), rugged and simple — so that the people whose jobs 
COMPUTER-INTEGRATED 
MANUFACTURING 


they and other new technologies will tend to replace can use 
them like any other tool. 


nother promising technology with potential applica- 
tions through much of the manufacturing process is 
vision systems. These are light-sensor devices which, 
coupled with industrial robots and governed by sophisticated 
computer. programmes, would permit factory tools them- 
selves to. plan low-level manufacturing activities. Not only 
‘are vision systems unavailable commercially, in their current 
form they can work only withtwo- dimensional i images. 

The vision-equipped mach 








coordination with the computer that designed the product, 
without human intervention ——in effect, teaching a flexible 
machine tool to sculpt metals. or other materials to extremely 
fine tolerances. ~ | 

So what about the workers? Sacerdoti likens what is going 
to be happening in manufacturing to the advent of the word- 

















— have tended to drive. up labour productivity and 
product quality and led to higher expectations of the work- 


fice, one word-processor has tended to replace one typewri- 


could be much higher. 
Perhaps fortunately, there are natural brakes on these 


time of large-scale CIM is one. Intransigent managements, 
particularly in cost-accountancy — which, strikingly in the 
_ US, still tends to evaluate equipment purchases on a piece- 
i by-piece basis — is another. The best hope is that this breath- 


ne tool of the future would. 
work with lasers to a three-dimensional model of a product in 


force. The analogy is not, perhaps, quite perfect: in the of- 


ter. In the factory of the future, the ratio of machines to men 


developments. The sheer capital cost and implementation . . 


ing space will permit a steady migration of workers’ hands. 
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The New Ricoh FT4065: — 
Everything Your Office Needs 


Your sales department insists on A3-size copy capability. Your art department can t 
live without reduction and enlargement. The secretaries want a copier that s fast and 
easy to use. And your accountant wants to save money. How to keep them all happy’ 
Get the new Ricoh FT4065. 

Because the FT4065 has all the most popular office features. 20 copies-per-minut 
Zoom with 5 preset reduction/enlargement ratios. Convenient "Series Copy that lets 
you copy both pages of a two-page spread without repositioning the original. An 
optional semiautomatic document feeder and sorter. But no expensive or unnecessary 
extras to upset your accountant... 

The new FT4065. Only from Ricoh. See it —and the many other models in our full 
product line—at your Ricoh dealer today. 








RICOH COMPANY, LTD. 15-5, Minami-Aovama 1- chome. Minato-ku, Tokyo 107, Japan 

RICOH BUSINESS MACHINES, LTD. 2808 Wing On Centre, I! Connaught Road Central, Hong Kong 

HONG KONG Gilman Office Machines Elizabeth House 5/F, 250 Gloucester Road, Causeway Bay, Hong Kong 

INDONESIA P. T. Nirwana Wahana Scjahtera 50, Let. Jend Suprapto, Jakarta Pusat Tel 413921 

MALAYSIA Wywy (Malaysia) Sdn. Bhd. Lot 13/24, 2/F, Asia Jaya Commercial Complex Petaling lava, Selangor. 1 "OOS 
SINGAPORE Wywy Private Ltd. Wywy House, 17 Leng Kee Road, Singapore 0415. Tel: 4722155 

TAIWAN, R.O.C. Yao Fung Co., Ltd. No. 59-61, Chung Hwa Road, Sec 2, Taipei. Tel 2-581 -2170 


EOS Systems Corp. IOFI. No 54, Sec 2 Nanking E. Road, Taipei Tel: 2-547-506 





Canon brought 
something new 


to electronic typing. 





All those people who hated to type. 

Or simply found it too intimidating to try. 
People on the go, who didn't have time 

to type. And professional typists who had 
reached the limits of productivity using 
conventional machines. 

They've all helped make Canon one of the 
world's leading typewriter manufacturers. 

We know that some typists are highly 
trained, and fast. Others are “keyboard 
thinkers” who compose as they type. There 
are also those who like to do their writing 
away from the office. Even outdoors. 

People need machines designed for their 
own, very special needs. 

That's why Canon makes one of the 
most comprehensive lineups of elec- 
tronic typewriters available today. 
From powerful office machines to 
ultra-compact personal models. 
And everything in-between. And 

because people's needs often 
change, we even offer equip- 
ment that allows a Canon 
ETW to be upgraded into a 
powerful word processing 
system with full screen display 
and floppy disk storage unit. 

Canon brings some special 
talents to typing. Like advanced elec- 
tronics that put sophisticated editing 
powers at peoples fingertips. And a 
knowledge of precision mechanisms that's 
backed by almost 50 years experience with 
cameras and office equipment. 

You can feel the quality in our keyboards 
and see it in every character our electronic 
typewriters produce. Whichever one you 
choose, you can be confident that you're 
getting more than professional finish. You're 
getting personal satisfaction. 

Because when we brought people to elec- 
tronic typing, we made a place for you, too. 


Typestar 5/ Typestar 6/AP100/AP150 
AP210/AP310/AP360/AP410 
AP510/AP560/VP2000 


Canon 


ELECTRONIC TYPEWRITERS 


Canon Inc., Tokyo, Japan. 

For TM information, please contact: Regional office in South East Asia 
Hong Kong Trading Co. Lid. Tel. 0-444221 Telex: 45790 CANHK HX 

Hong Kong: Jardine Marketing Services Ltd. Tel. 5-8373787 Singapore: Canon 

Marketing Services Pte. Ltd. Tel. 2735311. Malaysia: Mulpha Tradit si Ane j 

(Canon Division) Tel. 556066. Philippines: Datagraphics Inc Tel 85 

Indonesia: P.T. Samafitro Tel. 355521. Srl Lanka: Metropolitan Ager 

Tel. 25582. Pakistan: Global Business System Tel. 525909. Papua New Gui inea 

High Tech Industries Pty Ltd. Tel. 256411 Thailand: FM.A Corporation Ltd 

Tel. 2350156 



















































POWER & FLEXIBILITY! 


Fujitsu establishes a new standard 
in desktop business computers 


Meet the Fujitsu Micro 16s Series, which 
establishes a new standard in desktop 
business computers. 

The 16s is the most powerful and flex- 
ible desktop computer in its price range. 
Itll run both MS -DOS and CP/M-86" so 
it gives you an enormous choice in applica- 
tions software. In addition, it will support 
up to five terminals, using the multi-user, 
multi-tasking Concurrent CP/M-86 . 

The 16sx offers a built-in hard disk and 
minifloppy, 384K bytes of RAM, plug-in 
microprocessors and an 8086 CPU that 
runs at 8 MHz(nearly twice as fast as 
most other personal business computers), 
all of which combine to provide power 
and flexibility you've never even dreamed 
of before. Visit your nearest dealer, as listed 
below, and see the Fujitsu 16s Series. See 
the new standard in desktop business com- 
puters. See what tomorrow has brought. 
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FUJITSU MICRO 1t 


Japan's number one computer maker. 
And a world leader in telecommunications technology. ' 


Fuptsu Limited: Toky JAPAN 
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India's anthem: was it 
chance or providence? 


By Bunny Suraiya in Calcutta 

he recent refusal by 11 Kerala school- 

children, belonging to the Jehovah's 
Witnesses sect, to. sing Jana Gana 
Mana, the Indian national anthem, on 
the grounds that worship of the mother- 
land was contrary to their religious be- 
liefs, has once again caused a fuss about 
a song which was controversial since its 
inception. 

Described by. Mahatma Gandhi in 
1946 as “not only a song but . . . a devo- 
tional hymn . ... [that] has found a place 
in our national life.” Jana Gana Mana 
has long had its share of critics. Many, 
including members of Subhas Chandra 
Bose's Indian National Army, were in 
favour of Bande Mataram, the patriotic 
song composed by Bankimhandra Chat- 
terjee, being adopted as the national an- 
them. However, the proposal was drop- 
ped. partly due to Gandhi's interces- 
sion, as it was felt that the Hindu as- 
sociations of the song might offend 
Muslim sensibilities and go against the 
spirit of secularism which was to inspire 
the new nation, 

Sara Jehan Se Achcha,the Urdu poet 
Iqbal's haunting song, also had a popu- 
lar following but fell from official grace, 
allegedly because of its composer's pro- 
Pakistan sympathies. 

Written by Rabindranath Tagore in 
1911 and first sung publicly in De- 
cember that year at the Calcutta session 
of the Indian National Congress, Jana 
Gana Mana was not meant to be a na- 
tional anthem originally. Jawaharlal 
Nehru, addressing the National Integra- 
tion Council in 1961, said that shortly 
before independence he had ap- 
proached Tagore to compose the na- 
tional anthem. The poet, however, died 
a few months later, leaving unre- 
solved the question of the national 
song. 

In 1946 when an unofficial Indian de- 
legation led by Nehru's sister, Vija- 
yalaxmi Pandit, visited the US, the 
orchestra at a hotel reception offered 
to play India’s national anthem. The In- 
dian group happened to have a gramo- 
phone record of Jana Gana Mana 
which, adapted by the orchestra, was 
enthusiastically received. 

Nehru described the incident as hav- 
ing “directed our mind towards this 
song.” which subsequently was sent to 
various musicians and composers, in- 
cluding those belonging to the BBC, to 
“put in proper form from the musi- 
cal point of view." The final ver- 
sion was placed before the Constituent 
Assembly which adopted it as the na- 





tional anthem on 24 January 1950. 

Nehru's disclosures raised a storm of 
protest among those who contended 
that the song was selected "not by 
chance" but by “the hand of provi- 
dence." Despite such lofty pronounce- 
ments the anthem has only too often 
been subjected to unedifying wrangles. 
After the Sino-Indian conflict of 1962, 
the playing of the national anthem as a 
refrain of solidarity was made compul- 
sory at daily school assemblies and 
after film shows, where it was often 
greeted by many in the audience walk- 
ing out. 

The central government instructed 
the states to “take suitable steps to edu- 
cate the public on how they should be- 


Tagore and Gandhi: a question of source. 


have" when the song was played and a 
documentary film was made for the pur- 
pose. This did not seem to help matters 
much, and playing of the anthem in 
cinema halls was quietly dropped after a 
while, though it still remains mandatory 
in schools. 





he recent case of the “recalcitrant” 

Kerala schoolchildren has revived 
the old debate over the national an- 
them. While a government spokesman 
has described the refusal to sing Jana 
Gana Mana as tantamount to “an act 
of treason,” some continue to question 
the song’s credentials as a national 
hymn. It had earlier been suggested 
Jana Gana Mana was an “ode to 
the British empire” and that Tagore 
wrote the song in 1912 as a welcome 





for the royal visit of King George V. — 


The poet had indeed been asked tà 


compose a song of praise for the ^ 
monarch but, as he himself said , the re- 


quest filled him with “amazement . .. 
mingled with anger. It was under the 
stress of this violent reaction that I pro- 
claimed in the Jana Gana Mana 
Adhinayaka song the victory of that dis- 
penser of India’s destiny who chariots 
eternally the travellers through the 
ages. That great charioteer of man’s 
destiny in age after age could not be 


George V or George VI or any other f 


George." Despite Tagore's vehement 
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denial, the allegation seems still to per- ` 


sist in some quarters. Doubts regarding 


possible British associations are not © 
allayed by the fact that the song was T 
first recommended as the national an- < 


them in 1937 by an English education= 
ist. 





to how representative the Bengali Jana 
Gana Mana can be of a nation whose of- 
ficial language, at least notionally, is 


Ma 


Hindi. This, however, has been coun- 


tered by the argument that the song is 


“99% Sanskrit." the classical root lan- 
guage of the Subcontinent 

It has also been pointed out that the 
song's reference to “Sindhu” (Sindh) as 
a part of India ignores the fact that 
since partition the region has been 
Pakistani territory. Exercised over the 
issue, a participant in the debate has 


asked how "we would feel if Pakistan 


were to include in their national an- 
them our territory . . . Would we not 
get very indignant and denounce this 
‘interference in our internal affairs?" 
It would seem that down-to-earth cri- 
tics will never tire of discovering 
wheels within wheels in the transcen- 
dent journeying of Tagore's Eternal 
Charioteer. 
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The question has also been raised as T 
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B Tom Crichton 


M fter the 40th anniversary of the 
L A Tokyo Bay surrender came and 
went, it would appear that the tumult 
E hs sociated with the war of Japanese ex- 
|- pansion (to give that event yet another 
f and possibly more suitable name) has 

‘died while the shouting seems just to 
| have commenced. 

- — The recent recapitulation being brew- 
| ed by Japanese revisionists of “who 
did what and why and how to whom” 

- seems to give prior authority to obser- 
| en who were not around at the time 

- and — assuming that their viewpoint is 
| really scholarly — are handicapped by 
M. two history-bruising factors. 

; — The late Alexander Werth, author of 
the magnificent Russia at War, wrote to 
| this writer shortly before his untimely 
| death to the effect that: “We know re- 
/ | Markably little about what went on in 
] Japan between 1941 and 1945." he is 
right, but it can be stated almost as em- 
| phatically that contemporary historians 
Os not know all that much about what 
- went on in the US either during those 
| wildly emotional vears. 
d. On the one hand Americans old 
| enough to be able to recall events on 
ij their home front simply cannot seem to 
j| do so. Forgetting has become a major 
_ psychological achievement of the Ame- 
| rican people. In the course of a single 
_ decade the mainstream American intel- 
| lect accepted the entire Japanese ethnic 

M, . group as: 

| > Curious little people who stole pa- 

tents but liked Babe Ruth; 
| > Fiends incarnate; 















—* Nice little people once again who 

. produce too many automobiles. 

“| Huge question marks about this long 
| and far-flung war will always dog histo- 

—rians, but one relatively simple facet 

| might be straightened out to everyone's 

satisfaction if the Japanese were not as 

—tight-ipped as Boston clams and the 

| American eye-witnesses would scratch 

- their heads a little more. And the detail 

‘in question is the incredible anomaly 

| in the relative behaviour of the Ja- 

a) | panese and American civilian popula- 

. tions. 

| The American population, almost to 

| the last man, woman and conscious 

child, embarked immediately after 

Pearl Harbour upon a frenzy of hatred 

that was mindless, crude, hideous and 

often obscene towards every Japanese 

on earth and yet at no time ever au- 

thorised its government to commit or 
sanction non-combat brutality. 

The Japanese home folks, on the 
contrary, with no rancour in their hearts 
towards their enemies and with many 
acts of compassion to commend them, 
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| Hatred and guilt lost — 
to Bun memories 


countenanced a government and an 
army dedicated to a systematic and cal- 
culated campaign of terror, torture, 
mass murder and pillage against the en- 
tire Chinese people in the vain hope of 
breaking its spirit completely. 

Young Americans with Seikos on 
their wrists and Sony headphones over 
their ears find it hard to believe that 
their fathers in 1943 jitterbugged (often, 
if they had not yet been drafted, in zoot 
suits) to the lilting strains of the hit tune 
I Want to Slap a Dirty Jap. 

And how many Americans can re- 
member that it was Walter Lippmann, 
the Syndicated Solomon and lawgiver to 
Jews and Gentiles alike, 
who badgered Franklin 
D. Roosevelt into throw- 
ing totally unoffending 
and loyal Americans of 
Japanese descent into 
concentration camps? 

And how often is it re- 
called that this same 
Roosevelt, with his Gro- 
ton and Harvard upbring- 
ing, insisted, at the out- 
set of the B-29 bombing 
campaign against Japan- 
ese cities, that Kyoto be 
a prime target. (Merci- 
fully Joseph C. Grew 
talked him out of this 
Tamerlaine exploit.) 


He of the Japan- 
ese in the . US 
reached a point of de- 
lirium within hours of the 
first announcements of 
the bombing of Pearl 
Harbour. In San Francisco gangs of 
toughs swarmed out of the slums to beat 
and trample any “slant-eye” they could 
catch. And the fact that many of their 
victims turned out to be allied Chinese 
or Filipinos did not deter them in the 
least. If they looked like Japs, they de- 
served no quarter. A sensitive Jewish 
rabbi who tried to intervene in the sav- 
age beating of some Chinese innocents 
was left senseless. And when he tried 
to carry his crusade against this 
storm-trooper pogrom by way of the 
press, he was ignored by some and ac- 
cused of being a Jap-lover by the 
rest. 

Any statement of fact that in any way 
tried to minimise the collective guilt and 
intrinsic evil of the entire Japanese race 
was totally censored in the US from 
1941-45. But it was not the federal gov- 
ernment or any of its agencies that exer- 
cised this repression. The Office of Cen- 
sorship offended no champion of civil 


to read mail to and from Gls overseas to 
scissor palpable military information. 
But public opinion scissored everything 
that might place any Japanese in a 
human light. 

Hatred of the Germans — which 
caused sauerkraut to be re-named “lib- 
erty cabbage" in 1947 — apparently 
burned itself out;during World War I 
and was not re-kindled until the 1945 
opening of the extermination camps. 
And during World War ll a visitor from 
Mars listening to’ mainstream Ameri- 
cans might have concluded that while 
their nation was at war with Japan rela- 
tions with Germany were merely under- 
going a period of strain. 

No — — the US dared pub- 
lish anything that approached the truth 
about the Japanese civilian population 
and its often remarkably decent treat- 
ment of those few enemy nationals — 
excluding, of course, the citizens of the 





Japanese empire, such as Koreans — 
with whom it came in contact. | 

This writer, for example, was repát- 
riated to the US in August 1942 from ex- 
tremely humane internment in Tokyo 
with a number of revealing anecdotes to 
demonstrate the contrast between the 
behaviour of the Japanese army (which 
he had —— intimately as a 
correspondent in China) and that of 
the home population. But the Ameri- 
can public would tolerate none of 
them. 

I still like to recall the unpublished 
story of my astonishing “day off for 
good behaviour" from the prison camp I 
was given in May 1942. In the company 
of Robert Bellaire of United Press and 
Joseph Dynan of Associated Press, I 
was made welcome to leave the camp 
and travel into central Tokyo for a day 
of what is known as "Rest and Recrea- 
tion." 

At the outset we were afraid it might 
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liberties. Indeed its main function was 






| which destroyeda theater and 30 Houses 


near our camp: but was officially cre- 

dited by the US Air Force with “distroy- 

ing a tànk factory’ — had taken place 

y two weeks: et ove. and we won- 

ing compulsory. “arm: iat pened 
"American prisoner: 

Nevertheless; iwe - took the chance 
and enjoyed a shopping spree in the 
Ginza area before settling into the front 
bar at the Imperial:Hotel for strong re- 
freshments. We wereexposed to at least 
1,000 Japanese of all types including va- 
cationing soldiers; and. yet not one per- 
son was even insulting to us. In the sub- 
way fellow passengers: gave us their 





| seats, and everywhere we went the peo- 


ple looked upor us with profound pity. 


At the bar drinks were on the house as. 


familiar bartenders.greeted us warmly 
and shook hands. The only blemish on 


this incredible and. unlikely excursion | 
ot so giddy and. 





was that the three of us g 
made so much noise that the police felt 
they had to ta s hóme two hours 
early. 

But all of this very révealing episode 
was censored from what I wrote of my 
experiences. And in Oakland, Califor- 
nia, while on a lecture tour, I was inter- 
rupted by a lady who c 





the Japanese cut the.tóngues out of all 
classes‘of their prisoners. The lady was 


applauded, and the speaker went home 


to speak no more. l 
_The Japanese, for their own part, 


could set much of the record straight as - 


regards both the virtue:of the home 
population and the insidious evils of the 
army. But the clamming up of the best 


witnesses. allows the revisionists a free 
hand in ignoring the former and denying 


the latter. And the result seems to be a 
new stampede towards the Yasukuni 
Shrine for the war dead. 


his writer can only wish that. any 

one of the Japanese revisionists who 
now claim that their army behaved in 
China according to the rules of war 
might have benefited by attending my 
interview with Private Miike Noboru of 
the Imperial Japanese Army in Tokyo 
in November 1945. Miike had been 
born and raised in Hawaii, but had been 
dragooned into the army when trapped 
in Japan on a family visit. Thus, free 
from the Japanese cult of “omerta,” he 


called me a fake. 
because she had iton full authority that. 





| late." 


described in detail how he and all the | 


members of his squad on garrison duty 
im ‘Manchuria had been forced to 
bayonet to death five Chinese prisoners 
each. Miike's sergeant, who gave the or- 
ders, carried a cocked pistol at his side. 
: F This training routine was widespread 
| throughout occupied China. 
da o Phe anomaly herein described 
played itself to the bitter end, but again 
emotions and behaviour patterns of 








nalled by En Hirohito who, man 
Gen. ii 





‘in defeat was SIg- 


fully and fearlessly, said to 
MacArthur, the new de facto emperor: 
"[ftherei isto be punishment, let it begin 
piss me. " Immediately thereafter every 
Japanese man, woman and child as- 
sumed personally the full blame for the 
Rape of Nanjing, the Bataan Death 
March and each Imperial Army atrocity 
as it unfolded. 
Japanese guilt reached its climax at 
the same time that American hatred 


reached its. Avsingle event from the very 


first days. of ‘the US Occupation of 
Japan, both signalled and symbolised 
the end ofan era. In a park in Kobe a 
newly arrived non-combat GI 


moronic and redneck characteristics 
whipped ; out his service revolver and 
shot dead three unknown and unof- 
fending: Japanese citizens. In mitiga- 
tion the redneck told his military po- 
lice inte 


gators that he had. wanted 





Pearl Harbour: fr izy of ignorance. 


"to git. him some Japs afore it was too 

MacArthur was not amused , and he 
certainly would have approved a hang- 
ing sentence for the redneck had not the 
Japanese population intervened to 
plead for the creature. In private con- 
versation as well as in guarded editorial 
comment the © vanquished expressed 
themselves in favour of outright pardon 
for thismindless murderer. After all, he 
was an immature young man a long way 
from the cotton fields who probably 
missed his mother. And it was this sor- 
did incident that set the stage for the 
model Occupation that followed. The 
Japanese as a whole — to say nothing 
about "them geeshee gals” — were real- 
ly swell. people. And besides it was time 
to have another look at the Krauts and 
Auschwitz. |. 

It hàs been said time and again that 
people get the government they de- 
serve, but during the Japanese-Ameri- 
can confrontation it appears that the 
very opposite'was true. 
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Sansom call 
cradle of Ja 
site of the ng 
Yamato was 
the origins oi 
ken imperial lr 
be a synonym 
used in phrases 
(Japanese -spiri 
charged. word carri 
domitable courage and w 
not surprising that the pride « é 
perial Navy was christened the : 
Design work on the Yamato 
1934 in an era of internation 
arms rivalry when it was accepte 
tary wisdom that big battleships 
essential ingredient in na tional 4 
As translator Minear notes in fis 
duction, the British navy had its 
George V class, displacing 384 
and carrving 10 356 mm guns. The 
man navy boasted of Bismarck a 
pitz, displacing 46, 000 tons and 
eight 380 mm guns. The larg 
US Navy's battleships during V 
Il were the 49,000-ton vessels 
lowa class, carrying nine dem 
When HMS Yamato was i 
sioned, shortly after Pearl H 
became the largest battlesh: 
The specifications were stages 
armour was the heaviest insta 
warship. Sixteen-inch steel plat 
tected the sides of the ship while 
gines and boiler rooms were c 
with plate thick enough to wal s 
2,900-Ib. armour-piercing bomb | 
ped from 10.000 ft. As further pr 
tion, the. hull, five decks deep. 
vided into 1.150 watertight ce 
ments. The result was th vat the” 
ble" Yamato displaced 67.0 "m Mea 
The firepower was a áv 
Each of the three main turrets w 
as;much as a heavy destroyer an 
supported three guns, 70 frir 
capable of hurling 4 
shells which weig 
tance of alm — 
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Harbour focused attention on aircraft 
carriers rather than battleships and the 
vulnerability of capital ships was further 
underscored just three days later. On 10 
December, in the space of two hours, a 
few Japanese torpedo planes sank HMS 
Repulse and HMS Prince of Wales off 
the coast of Malaya. When they sank, 
the notion that control of the seas rode 
with the largest and most heavily arm- 
ured warships sank with them. 

— The story of the Yamato, however, is 
Tess an account of guns than of men — of 
the exaltation and the agony of battle, 
of death and survival, of patriotism and 
“some questions about the meaning of 
national glory. Yoshida, who tells this 
` story, was studying law at Tokyo Uni- 
= versity in 1943 when he was called up 
_ into the Imperial Navy as an assistant 
| radar officer assigned to the Yamato. 
_ Ensign Yoshida was on board when the 
ship was sent on its final mission in the 
- dark days of April 1945. 

-] Japan's condition was growing ever 
| more desperate. The systematic de- 
—struction of its cities from the air was al- 
ready under way. Its badly weakened 
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such short supply that aviation petrol 
was being refined from oil extracted 
from pine trees. And now, on 1 April, 
American forces launched their assault 
—on Okinawa, the last defence barrier 
- outside of the home islands. Still, a 
- hor slessly unrealistic leadership was 
- gambling that Japan might gain a bar- 
gaining advantage in negotiating with 
- the Allies. Diehard resistance by the de- 
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_ “Fhe poverty of written attention given 
M to the ncial machinations of 
centrally planned economies reflects a 
. certain. endurance of Stalinist economic 
— doctrine wherein the actual workings of 
| the financial system — the cen 

. decision-making and budgetary alloca- 
| tions, “passive” money and the 
| domineering state *monobank" — are 
| subordinated to the centralised political 
é process. That there is this scholarly awe 





. of the centralised political process is 
| slightly comical and paradoxical in the 
| sense that Stalin and his legacy repre- 
| sent socialism at its most intellectually 
| underprivileged. Nevertheless, the ar- 
as ent still stands — why bother with 
| detailing the financial sphere when the 
| real decisions are made elsewhere? 
| For those who insist on this ap- 
| proach, Byrd's China's Financial Sys- 
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ly to the invaders that they might be 
persuaded to drop their demands for 
unconditional surrender. 
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he kamikaze aircraft were counted on 

as an essential factor in this scenario. 
And so too were kamikaze ships, the so- 
called “Surface Special Attack Forces.” 
The Yamato left its base at Kure as the 
nucleus of such a suicide task force on 
6 April. The big battleship and its nine 
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escort ships barely had enough fuel for a 
one-way trip to Okinawa. "Returning is 
simply not in the plans," author 
Yoshida writes in his Requiem. 

The plan called for the sortie to act as 
a "decoy to draw off the swarm of Ame- 
rican interceptors and weaken its de- 
fences," Yoshida states. The Yamato 
was under orders to break through the 
American fleet off Okinawa, beach it- 
self on the shores of the island and turn 
its huge guns against the invading forces. 

The operation miscarried. The fleet 


| Double edge to reform 


- China's Financial System: The Changing Role of Banks by William Byrd. West- 


tem should prove an eye-opening ac- 
count. The book's discrediting of the 
traditional angle, its reluctance to re- 
düce the assessment of China's econ- 
omy to the ruling and sometime Stalinist 
gerontocracy, is based on two observa- 
tions. First, China's relatively weak sys- 
tem of economic planning and decen- 
tralised system of economic administra- 
tion has in fact meant that the financial 
sector has had a substantial influence on 
the country's economic performance. 
y, recent improvements in statis- 
tical information make it possible to re- 
liably understand China's economy. 
Focusing on the banking system, the 
story begins in December 1948 with the 
inauguration of the People's Bank of 
China (PBoC), China's currency-issu- 


‘ing monobank. The PBoC's formative 


years were spent  fackling the 


Yamato: hopelessly unrealistic leadership. 
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was spotted by US submarines. At noon 
on 7 April, the ships, stripped of any 
protective air cover, came under attack 
from carrier-based aircraft. Wave after 
wave, 100 or more planes to each wave, 
came in to strafe, bomb and torpedo the 
fleet. At 1415 hours, the port side of the 
Yamato took its, |2th torpedo — the 
coup de grace — and 23 minutes later 
the ship rolled over, and plunged be- 
neath the waves. Five escort vessels 





were also sunk. Although crews were 
authorised to “abondon ship" at the last 
minute, more than 3,600 perished in- 
cluding the captain of the Yamato, 
lashed by his own hand to the pinnacle. 
The final mission of the Yamato was 
not only suicidal but, by any tactical 
measure, totally pointless. The ship was 
only half way to Okinawa when it was 
sunk. Its destruction was widely re- 
arded as a metaphor for the end of the 
mperial Navy, indeed as a metaphor 
for the end of Imperial Japan. 


hyperinflationary chaos left behind by 
the Nationalists and its subsequent his- 
tory, and that of its offshoots, the Ag- 
ricultural Bank of China and the Bank 
of China, is one broadly of the recaptur- 
ing of this initial relative independence. 

By the fall of the Gang of Four in 
1976, China's banking system had virtu- 
ally been consumed by the Maoist dis- 
taste for banking, with its materially in- 
clined connotations. Much of the muti- 
lation came during the Great Leap For- 
ward when local branches of the PRoC 
became attached to their parochial 
party committees who used them exclu- 
sively as suppliers of funds for the ex- 
pansion of production. In terms of being 
the “flexible expeditor of economic 
development,” the prevailing notion of 
banks being simply suppliers of credit 
under political duress constituted a sig- 
nificantly bad departure from what 
Byrd argues was an already flawed 
Soviet-style banking system. 

Indeed, the diminished role of banks 
in the economy was rounded off by the 
PBoC's subsumption under the Minis- 
try of Finance, China’s fiscal body, dur- 
ing the Gang of Four era. Over 15 years 
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Requiem is written in diary form, in 
the present tense, logging the days be- 
tween 29 March when preparations for 
the final mission began and 8 April 
when Ensign Yoshida, oil smeared and 
wounded, was picked up by a rescue 
ship and returned to a safe port. Re- 
quiem is, however, a diary written after 
the fact for the author escaped the 
Yamato with no more than the clothes 
on his back. The first draft of the book 
was ready for publication by early 1946 
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Artist Shoni Arai's aircraft carrier: pivotal. 


as Yoshida began a civilian career with 
the Bank of Japan. (He served with the 
bank until his death in 1979.) 
American Occupation authorities 
could be just as ruthless in their scrutiny 
of the printed word as Japan's Home 
Ministry had been in pre-war years. Per- 
mission to publish the manuscript was 
refused on grounds that it was militaris- 
tic. "Who can be sure that the warlike 
portion of the Japanese do not yearn 
after another war in which they may 
give 'Yamato' a better chance?" com- 


of being tailored to Maoist banking 
practices meant that banks no longer 
could reliably supervise and monitor the 
economy. Plan fulfilment, particularly 
with an arbitrary loan granting and re- 
payment system, was an impossibility 
worsened by the fact that banks only 
controlled a small part of the available 
money in circulation — that of indi- 
vidual savings. Furthermore, in classic 
Soviet tradition, major long-term fixed 
investment was the domain of the state 
budget with the pow short-term fi- 
nance capital, left to the banks. 


he modernisation theme of the 

post-Mao era has sought to reform 
this banking malaise largely by reassert- 
ing the financial and institutional inde- 
pendence of the banking system vis-à-vis 
both the fiscal system and bank clients. 
Restoration work, however, has not 
been the sole aim of reform. Byrd de- 
votes a terse chapter to investment 
financing, surveying the new intermedi- 
ation role of banks in providing fixed in- 
vestment capital outside the state 
budget. However, this decentralisation 
of investment financing, while increas- 
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mented the censor in denying permis- 
sion to publish Yoshida's draft. Re- 
quiem was published in Japanese as Sen- 
kan Yamato no saigo (End of the 
Battleship Yamato) in 1952 after the Oc- 
cupation period came to an end. 


he censor's verdict is difficult to 

comprehend. Yoshida’s style is terse 
and unemotional, the opposite of the 
flamboyant rhetoric preferred by the 
chauvinists. Mothers are mentioned far 
more often as objects of 
devotion and longing 
than the emperor. Ban- 
zai’s are few and far be- 
tween and the unques- 
tioning acceptance of of- 
ficial myths that was the 
hallmark of militaristic 
tracts is totally missing. 
Yoshida is not reluctant 
to report with apparent 
approval the "disparag- 
ing comments" about the 
Yamato that circulated 
among the crew. 

Some of the warmest 
praise, in fact, is re- 
served for the enemy. 
Yoshida is standing on the bridge of his 
ship in its last hour, with bullets bounc- 
ing all around him, and it occurs to him 
thaf throughout the entire battle "not a 
single pilot is so rash as to crash his 
plane into us." He writes: 

"Coming in again and again on the 
ideal approach, precisely, calmly, they 
evoke in us a sense of exhilaration. Vir- 
tuosi. Theirs is a strength we cannot di- 
vine, a force we cannot fathom.” 

Repeatedly, Yoshida indicates the 
scepticism with which officers greeted 


ing efficiency of capital, 
rubs sorely on effects by 
authorities to regain con- 
trol over investments. 
Similar double edges 
to reforms lead Byrd to 
conclude that the role of 
banking in China's re- 
formed socialist economy 
has been hastily deter- 
mined. Particularly prob- 
lematic and prone to cross 
purposes has been the de- 
sire to institute a profit- 
oriented banking system 
while also using the sys- 
tem as a macroeconomic 
overseer. Interestingly, 
Byrd's astute solution to 
this problem — establish- 
ing a central bank to deal solely 
with macroeconomic "supervision" and 
creating a separate commercial and in- 
dustrial banking sector — was effec- 
tively realised early this year. The 
PBoC is now the central bank, handing 
over its commercial duties to the new 
Industrial and Commercial Bank. 


Despite the book's dry, unrelenting | China's economy. 


injunctions to “die gloriously.” When 
the commander of the task force told 
the men that their sacrifice would 
“herald the deaths of 100,000,000 Ja- 
panese who prefer death to surrender,” 
the admiral's remarks were grected bya 
brazen rejoinder. If the power of the 
Imperial Navy is really to be marshalled 
for this one battle, one officer de: 
manded, "then why doesn't Admiral 
Toyoda [commander-in-chief of the 
Combined Fleet] himself venture out 
from his bunker at Hiyoshi and assume 
command?” Yoshida adds: "He was voie- 
ing the innermost thoughts of the entire 
crew of this special attack task force. 

“We who stand in the frontline are 
already at the brink of death — but 
death to what end? Death to pay for 
what? Death how recompensed?” 

And when death was close at hand, 
as it was several times for the 22-year 
old ensign, his thoughts were more 
often with family than with emperor or 
nation. “You not blessed with death,” 
he said addressing his parents, “you stil 
forced to live. How will you endure all 
the days after tomorrow? Never under 
estimate how precious life is,” he replies 
to those who talked of glorious death for 
the empire. He knew and recorded 
more than once in Requiem the exhik 
aration of battle but his final judgment 
on war is registered in a concluding re- 
flection: "How despicable the slightest 
pride in having seen active combat." 

Requiem for Battleship Yamato a 
moving piece of World War H litera- 
ture, enhanced by a fine translation and 
introduction by Minear. which makes i 
a worthy complement to Russell Spurrs 
book on the Yamato. A Glorious Way 
to Die. — John H. Boyle 





prose, only partly due to subject matter, 
and its barely legible typeface, it makes 
very informative reading on previously 
ill-mapped territory. With its useful ap- 
pendix of statistics, the study shows 
clearly why shunting aside financial de- 
tails in favour of the larger political pro- 
cess is a simplistic way to understanding 
— Graham Johnson 
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Taiwan gives ground in a trade skirmish with Washington 


Caught in the crossfire 


By Carl Goldstein in Taipei 


n e concessions by Taiwan have 
earned Taipei an important respite 
from US political pressure, even draw- 
ing praise from a White House eager for 
Victories for President Reagan's “fair- 
trade” offensive. But policymakers in 
Taipei have no illusions that the moves 
will bring more than a temporary relax- 
ation of heavy pressure to continue 
broad-ranging opening of Taiwan's 
merchandise and financial markets in 
parallel to a similar US strategy towards 
Japan. In fact some analysts suggest that 
Japan might benefit more than the US 
from some of Taiwan's latest measures. 

The skvrocketing trade gap between 
Taiwan and the US has become the cen- 
tral fact of life in bilateral-trade rela- 
tions. Although dwarfed by the shortfall 
in. US trade with Japan, the deficit suf- 
fered with Taiwan has grown from 
US$2.09 billion in 1980 to US$9.8 bil- 
lion in 1984 (on two-way trade of 
US$19.9 billion), according to Taiwan's 
Ministry of Finance. Most analvsts ex- 
pect the gap to top USSIO billion this 
year. 

The growth of Tatwan's overall trade 
surplus in recent years — from US$1.4 
billion in 1981 to USSS.5 billion in 1984, 
and a projected US$9.5 billion this year 
— stems fundamentally from the is- 
land's improving terms of trade. Energy 
prices have been stable or declining 
since. 1981, while the cost of other kev 
imported inputs, such as iron ore and 
other commodities, has also fallen. At 
the same time, prices of the island's 
manufactured products have gone up. 
In the event, it is the results rather than 
the causes of these changes which have 
aroused the US and prompted it to seek 
to restore the balance. 





During trade talks held in early Oc- | Taiwan than Japan — which, despite 


tober in Washington, a delegation 
headed by Wang Chien-shien, vice- 
minister of Taiwan's Ministry of Econo- 
mic Affairs, promised to lower tariffs on 
192 items by 20% and substantially ease 


existing restrictions on the import of US | 


cigarettes, beer and wine. He also 
fleshed out agreements in principle that 


had been announced in September to | 


open up the Taiwan market to US insur- 
ance companies and other service indus- 
tries, widen foreign banks' scope of op- 
erations, and make chemical and 
pharmaceutical products eligible for pa- 
tent protection. 

The US had demanded 50% reduc- 


tions on a partially overlapping list of 


174 consumer and agricultural pro- 
ducts. When influential Republican 
Sen. Robert Dole led a senatortal mis- 
sion through Taipei in August. he had 
said fast action on achieving the reduc- 
tions demanded might be Tairwan's last 
chance to avert retaliatory legislation. 
But as it turned out, fortuitous timing 
helped ease US negotiators' displeasure 
over not getting all that had been 
sought. 


oming hard upon the heels of the 10 

October passage of the Jenkins tex- 
tiles-quota bill in the House of Represen- 
tatives — with a level of support which 
showed at least a temporary waning of 
protectionist fervour in Washington — 
the news of Taiwan's trade concessions 
provided a victory for Reagan's preter- 
red approach of using bilateral trade 
negotiations, rather than legislation, to 
force liberalisation (by) US trading 
partners. (This strategy, however, 
seems to have succeeded better: for 


numerous market-opening program- 


| mes, ts still under heavy US pressure.) 





Thus the White House was able to 
announce that Taiwan had been re- 
moved from a list of countries — includ- 
ing South Korea and the EEC — which 
were to be investigated by the office of 
the US Trade Representative (USTR) 
for alleged unfair trade practices (unde 
Section 301 of the US trade law). On 1 
October, White House deputy press 
secretary Larry Speakes called Taiwan's 
market-opening moves “particularly 
gratifying,” describing them as a model 
for “the kind of response the US would 
like to see from other countries” said to 
be engaging in untair trade practices. 

But the pressure was still on. Parallel 
talks were held in Taipei from 17-22 Oc- 
tober on the protection of intellectual- 
property rights. The five-member team 
from the US, representing the State and 
Commerce departments, the USTR, 
the patent office, and the copyright-reg- 
istration office, told their opposite num- 
bers in Taiwan that a failure to make 
progess could put Taiwan back on the 
USTR's list, according to an Economics 
Ministry official who took part in the 
talks. 

Taiwan passed an amended copy- 
right law in July that stiffened penalties 
and brought computer software under 
the protection of the law for the first 
time. But the US is dissatisfied with 
provisions requiring foreigners | to 
register their works to gain protec- 
tion, while Taiwanese nationals need 
not do so, Taiper's agreement to extend 
patent protection to foreign chemical 
and pharmaceutical products was taken 
as a major victory in discussions that 
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have gone on for years. The Economics 
Ministry official said that Premier Yu 
Kuo-hwa had directed his negotiators to 
make all possible concessions to reduce 
the political heaton the government. 
Nonetheless, the threat to Taiwan’s 
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expo d economy by protectionist 
measures in the US remains real — 
espeti ay as it coincides with a serious 
economic — :: Taiwan's foreign 
trade declined 3.6% in the first nine 
months of the ear, while real economic 
growth was fallin "from 1984's 10.9% to 
an expected 4.5% this year (compared 
to an original projection of 8.5%). 

The Jenkins Bill, ‘as passed by the 
House, would cost Taipei US$1 billion 
in textiles and garments sales and the 
loss of 80,000 jobs; by the estimates of 
trade officials and industry representa- 
tives here. A version óf the bill now be- 
fore the senate, presented as an amend- 
ment to an unrelated piece of legislation 
by Republican Sen. Strom Thurmond, 
could hurt Taiwan even more: it would 
hit only Taiwan, Hongkong and South 
Korea, and would limit footwear im- 
ports as well as textiles. 

In response, Taiwan hired lawyers in 
Washington and dispatched teams of 
textile-industry representatives to lobby 
congress and trade and consumer as- 
sociations in the US. Taipei's official 
role has been kept very low-key, how- 
ever. Given the lack of formal diploma- 
tic relations, the authorities in Taiwan 
have promised the US not to engage in 
any direct lobbying activities before the 
congress. 


Ps pressure on Taiwan to do 
something about the deficit had been 
building dramatically even before the 
recent spate of protectionist legislation 
before congress. The Trade and Tariff 
Act of 1984, passed late last year, 
handed Reagan a club to hold over the 
heads of countries that stand accused of 
denving the US equal access to their 
domestic markets. The USTR's office is 
required to make periodic reviews of 
progress made in lowering import bar- 
riers, as well as protecting intellectual- 
property rights. 

If the USTR judges that not enough 
has been done, the president may order 
selective import barriers. He can also 
withdraw benefits enjoyed under the 
Generalised System of Preferences, a 
programme of tariff exemptions grant- 
ed many developing countries. (Last 
year, Taiwan was the largest beneficiary 
of this programme, with US$3 billion of 
its products gaining duty-free entry to 
the US.) 

"Like other East Asian nations, 
Taiwan has historically maintained * 
tariffs and other barriers to protect de- 
veloping domestic producers. Officials 
like to point to the à as applied tariff 
rate of 6.7%. but this relatively low fig- 
ure obscures the fact that many imports 
are kept out entirely (and thus not fi- 
gured into the average) by the maxi- 
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mum ‘rates of 75% (down om 100% 
two years ago) for a wide range of pro- 
ducts. 

A 50% tariff on imports of umbrel- 
las, of which Taiwan is the world's 
largest producer, or 60% for many 
kinds of footwear, of which the island 
exported US$2.3 billion-worth in 1984, 
are examples of protectionist walls ac- 
corded industries that ought to be able 
to stand om their own. Steep tariffs are 
also sometimes slapped on products 
that Taiwan does not produce — 
blueberries, for example. About 22% of 
the government's tax revenues come 
from tariffs. 

It is still unclear if Taiwan's conces- 
sions will mean more than a temporary 
respite from US pressure. The decision 
to grant improved access for US cigaret- 
tes, beer and wine brought up the ques- 
tion of whether promises made in Wash- 
ington would look the same by the time 
the concrete measures for implementa- 
tion are issued from a sometimes recal- 
citrant bureaucracy — a "credibility" 
problem Japan has faced with its string 


Container terminal: widening gap. 


of market-opening programmes. Under 
current practices, all foreign beers are 
effectively barred from Taiwan; US 
wines are permitted only in miniute 
quantities. A few European wines may 
be imported in limited amounts, but 
taxes and the state-owned Taiwan To- 
bacco and Wine Monopoly Bureau's 
oe margin results in a markup of 

20%. A few brands of foreign cigaret- 
tes (including one from the US) may be 
legally imported, but with a 250% mark- 


5 The 18 October White House state- 
ment that announced Taiwan's exemp- 
tion from the next round of unfair trade- 
practices ————— said Taipei had 
agreed that US beer, wine and cigaret- 
tes would be sold by the monopoly 
bureau’s 70,000 licensed retail outlets. 
Furthermore, the price markups were 
not to exceed those of “comparable 
domestic products.” 
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Business sources in Taipei who com 
monly deal with the bureau cautioned, 
however, that the actual market share 
that US products could gain would de> 
pend on the specific import mechanisms 
to be laid down. and even more cru- J 
cially, duty levels. US cigarettes now dM 
count for less than 1% of the USS$ 
million-a-year market. A fu hee 
cautionary note was provided by the 
bureau's announcement that. ew 
under the new rules, no foreign cig 
tes or alcoholic beverages would be 
lowed to advertise. 


hon keep the pressure on, Reagan di 1 
rected the USTR's office to report t® 
him by the end of the year on Taiwan’ Y 
progress in implementing the agreed: F 


Trade analysts said that fast a 
by Taiwan on lowering trade barri J 
would help reduce its overall trade 
surplus somewhat, but Japan might 
benefit more than the US. Many — 
ducts made in Japan, Taiwan’s largest 
supplier of imports, run 20-25% 
cheaper in the. Taiwan market than 
comparable US-sourced items., ( 
trade negotiators have tried to address 
this problem by targeting products that 
would be competitive, including cosme- 
tics, agricultural products, canned. 
foods, up-market footwear and some 
electrical appliances. The Taipei au- 
thorities' recent decision to expand op- 
portunities for foreign service indus- 
tries, including insurance, international _ 
accounting firms and advertising agen- - 
cies, could be more important in the” 
long run, as US firms dominate these d 
fields internationally. 

The bulging surplus in trade with the? 
US results in large measure from the” 
US’ unfavourable position in what d 
amounts to the triangular trade among — 
Japan, Taiwan and the US. Japan ships 
chemicals, high-grade steels and elec 
tronic components to Taiwan, whieh” 
uses them to manufacture finished p * 
ducts it sells to the US. In contrast with 
the US, Japan ran a surplus of US$32 
billion in its trade with Taiwan in 1984, 2— 
level that has remained roughly stable 2 
for the past five years. 

The rise of the US dollar — up 38952 
between 1980 and July 1985 against — 
major trading currencies — has been 
another major contributor to the US-- 
Taiwan trade gap by distorting mer- | 7 
chandise flows. With the local dollar 
loosely pegged to the US curreneyes 
Taiwan's exports have become progres- 
sively less competitive in Europe and- 
Japan. By last year, the US took 49% of © 
the island's total exports. At the same 
time, declining levels of domestic in- ^ 
vestment in Taiwan during the past four 7 












| years have hurt sales of US products jJ 


more than those of other countries, be- 
cause the US remains strong in the 
machinery and other capital equipment 
that make up the bulk of such invest- 
ment. 
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By Paisal Sricharatchanya in Bangkok 

‘he first-ever economic ministers’ 
4 mecting between the EEC and 
Asean appears to have brought about a 
Shift in emphasis in the community’s re- 
lations with Asean, While the accent in 
the past has been on political affairs, 
and predominantly the Cambodia issue, 
economic matters will now move to the 
ore. Billed as a brain-storming session, 
the meeting on 17-18 October was not 
expected to yield any major decisions — 
rather, it was meant to speed up the 
pace of economic cooperation, which 
as remained frustratingly low despite a 
ve-year-old formal economic-coope- 
ration agreement. The new emphasis on 
economic relations will entrench this 
f pp E] ach. 

Despite an increase in absolute 
terms, Asean's trade with the EEC has 
icti Y declined in relative importance 
vhile European investment in the re- 
gion still lags far behind that of Japan 
ind the US. So both sides decided new 
policy directions were needed. Proba- 
ly because neither. came to the 
langkok mecting with any specific 
argets — and hence expectations were 
high — the outcome seemed better 
than expected. 

— With a heavy emphasis on promo- 
ion of European investment in the 
Asean region, a joint statement at the 
end of the meeting spelled out a broad 
ange of proposed new areas of coope- 
ration. This included further improve- 
ment in the EEC Generalised System of 
Preferences; human-resource develop- 
ment programmes; linkages in science 
'and technology, and cooperation in new 
areas covering energy and tourism. 
Significantly. the EEC ministers, de- 
spite initial reluctance. agreed to a re- 
quest that the European Investment 
Bank (EIB) play a still-undetermined 
role in Southeast Asia. 

_ Officials are openly upbeat about the 
results. Thai Foreign Minister Siddhi 
Savetsila, co-chairman of the meeting, 
and EEC commissioner Claude Cheys- 
‘son, said they were happy to see a con- 
- vergence of interests, not only over the 
— urgency of intensifying economic co- 
- operation but also on international mat- 
ters such as the need to resist rising pro- 
| tectionism, and a consensus in favour of 
— launching a new round of multilateral 
trade negotiations. 

|. But given the domestic problems of 
EEC members, there is considerable 
private scepticism over how some of the 
- more ambitious goals (such as increased 
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i" investment) will be achieved. 
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\sean-EEC talks emphasise business, but set no goals 


Asean now accounts for 13% of total 
foreign investment, compared to 17% 
for the US and 28% for Japan. The 
Europeans would be in an even worse 
competitive position in the long run if 
this ratio continued. As Cheysson con- 
ceded in his opening statement: "The 
implications will be serious not only on 
trade, but also on the choice of modern 
technology and therefore on the corres- 
nding educational and scientific 
ackground." And since economic 
domination by Japan or the US is unde- 
sirable to Asean, a higher European 
profile makes good sense. 

The agreement to set up a high-level 
working party to consider problems and 
investigate investment possibilities indi- 
cates that both sides are serious. Official 





sources told the "m 
REVIEW that the | $ 
working party was 

initiated by West 

German Economics 

Minister Martin 
Bangemann. 


At the suggestion 
of eel appointed 
Thai Industry Minis- 
ter Chirayu Issarang- 
koon na Ayuthya, it 
was agreed that the 
working party should 
present its prelimi- 
nary report to the 
next Asean-EEC 
joint cooperation 
committee meeting, expected to be held 
in Europe early in 1986. The final 
report is to be ready by the next 
ren ministers’ meeting in. mid- 
1986. 


4 
Siddhi: convergence. 


TX public- and private-sector compo- 
sition of the working party is unpre- 
cedented in the EEC. Apart from senior 
officials from both sides, the working 
party will include representatives from 
the EIB, European business circles and 
banks. According to Cheysson, the 
target groups that would be encouraged 
to have a larger presence are small and 
medium-sized enterprises — companies 
that are technologically advanced or 
have specialisan skills in specific fields. 
Such firms, he believes, will best suit 
Asean's requirements. 

While large multinational corpora- 
tions have the experience and resources 
to work their way through Asean's com- 
plicated bureaucracies, smaller firms 
are handicapped. This problem was 
pees uring a meeting Cheysson 
held with European bankers — be- 
fore the Bangkok meeting. As an exam- 












e. he said 45 signatures are required | 
for an investment-related decision in In- 
donesia. 

The inclusion in the joint statement 
of a role for the EIB was unexpected 
and only came at the last minute. But 
the wording is vague: “The EIB would 
be requested to play a positive and con- 
structive role on the basis of its financial 
expertise.” An effective institution, but 
one little known outside the EEC, 
EIB's main objective is to finance deve- 
lopment projects within the EEC. Out- 
side lending is subject to unanimous ap- 
proval by its board of governors, and 
has in the past been confined to EEC- 
associated African, Pacific and Carib- 
bean countries. Asean has for some 
time been seeking similar treatment. 

Asean originally wanted the EIB to 
provide venture capital in general, and 
loans for various Asean cooperation 
schemes (such as the Asean Industrial 
Joint Ventures), identify investment 
possibilities and extend other forms of 
expertise. It was the EEC ministers’ 
concern that Asean was after EIB capi- 
tal — and any commitment to Asean 
would spur similar 
requests from other 
non-EEC countries 
— which accounted 
for their reluctance. 

Most of the Euro- 
pean ministers’ posi- 
tions on extending 
EIB activities also 
conflicted with 
Cheysson's views. In- 
formed sources said 
he favoured includ- 
ing EIB in the joint 
statement. Luxem- 
bourg State Secret- 
ary for Foreign Af- 
fairs Robert Goeb- 
bels, president of the EEC Council, is 
said to have opposed the idea but later 
relented. While the EEC ministers 
made it clear they had no authority to 
promise EIB involvement, and that the 
decision rested with the bank’s own 
board of governors, Cheysson was con- 
fident of EIB involvement. 

Much of the credit for softening the 
European stance was given to Chirayu, 
who reportedly made an impressive pre- 
sentation in his capacity as the Asean 
spokesman on investment. He did not 
dwell on the EIB issue; rather, he dis- 
creetly referred to the bank's involve- 
ment as one of various possible channels 
to help draw more investment. 

Asean officials realise it is virtually 
impossible to expect direct EIB fund- 
ing. But they see the bank's involve- 
ment as symbolically significant, and 
are counting on its prestige and techni- 
cal expertise. “The bank lends credibil- 
ity. In the history of European presence 
here, the flags followed the tradesmen. 
Now we want the EIB flag to lead the 
tradesmen," commented one Brussels- 
based Asean ambassador. o 
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A medical breakthrough: Hitachi 
computed tomography yields 
clear color pictures of both 
bones and organs, such as this 
cross-section of a human skull 
by combining images obtained 
by using X-rays and super- 
conductive magnets 
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WE BELIEVE IMAGING GIVES EYES TO HUMAN IMAGINATION ©) $ i ITACI i ! 
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Image-processing technology was first re 
applied in the 60's and 70's to create clear body 


mages of the Earth and Mars, and to locate 


natural resources via satellite. Yet it was dimen 


Hitachi's entry into this exciting new field 
that made high-accuracy imaging possible 


In less than ten years, Hitachi-developed 


systems reduced absolute location error to Our 
a world-record 80 meters. Then 30 meters Ze 


And the innovations had only just begun 


You can see where with software 





Today, Hitachi's imaging skills are being terrain 


applied in ever-widening variety. Remote e 
sensing satellite systems aid fisheries Dy im 
detecting differences in ocean water temper Ne 
atures and displaying likely fishing zones } 

as color-coded maps on CRT screens Jí 
Robots mounted on crawlers are able to tner e 
move around and “see” much like humans busine 
do through combinations of cameras and ile. Iw 
computers that can calculate distances irt i 
to objects igi 


In fact, we are constantly coming up 
with innovations and new applications. Most 
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MAS 747 Business Clas has been 
upgraded to MAS Golden Club Class. Now th: 
fInest service in Asia can also be enjoyed in 
Furope and Australia. 

The service is as exclusive as its 
name implies. A choice of three gourmet meal: 
Fach course is separately served. There's a wid 
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selection of wines; the finest china, glass, silver 
and table linen and the gracious charm that can 
only come out of Malaysia. All the luxurious 
extras that make MAS Golden Club Class the 
finest in the world. | 
MAS Golden Club Class. A whole new —— Woes eee 


world of business WE'LL TREAT YOU LIKE GOLD 








How do you measure prestige and value in a car? Do you look for 
world-beating safety and outstanding quality? Do you look for 
performance, handling and legendary reliability? Do you look for 
unequalled durability based on superb workmanship? Do you look for.a 
host of built-in luxury and comfort features? 

If so, what you're looking for sounds remarkably like the cars in 
the new Volvo 760 series and 740 series 

But don't just take our word for it. You can visit your nearest Volvo 
showroom and see for yourself. 

There's the versatile 740 GLE, and the exciting 740 Turbo. The 
luxurious 760 GLE and the high performance 760 Turbo. All of them 
safe, reliable and very Volvo 


VOLVO 


For further informatio: please ntact BRUNEI United Motor dn Bhd. Bandar Sen Begawan. HO! 
INDONESIA: Pt/Central Sole Agency. Jakarta. JAPAN: Tenn Volvo Corporation. Tokyo, MALAYSIA Federal Auto Holdir qs Berhad, Kuala Lumpur 
SINGAPORE. SM Motors Pte Ltd, SOUTH KOREA Arlee As: ates Ltd. Seoul. TAIWAN innon Taiwan Limited. T ipei, THAILAND Swedish Motors Corporation Ltd 
Bangkok For persona! export. please contact your nearest Volvo Dealer or Volvo Tourist & Diplomat Sales. S-405 OR Goteborg. Sweden 
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IG KONG: Cimbria Motors Ltd 





Working in partnership ip 


with clients of all natio | 








ing the best solu tions 


for clients’ requirements. 





International Finance for 
a Changing World 

Today, fund-raisers and 
investors havea diversity of 
exciting opportunities avail- 
able to them in financial 
markets worldwide. . 
Nomura is supremely well 
placed to turn this situation 
to the advantage of clients. 

In cross-border yen finan- 
cing and offshore financing 
in all major currencies, 
Nomura's acknowledged 
experience, reputation for 
innovation and position of 
high respect among inves- 
tors assures our selection 
as lead-manager for the 
underwriting of bonds for a 
variety of issuers, including 
governments, development- 
oriented banks and top- 
flight private institutions. 

Nomura also excels in 
the arrangement of swap 
agreements, reducing cost 
and risk for the client 
through the creation of 
tailor-made structures, a 
traditional Nomura skill. 
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Strategies for Growth 

Japan is rich in funds and 
Tokvo is the world's fastest- 
growing capital market, so 
it is natural that overseas 
corporations should look 
to Japan when considering 
plans for expansion. 
Nomura, the country's 
largest securities and invest- 
ment banking firm, is the 
ideal partner. 

Our information meetings 
in Tokyo provide first-class 
access to Japan's institu- 
tional investor community. 
As the record shows, 
Nomuras placing power 
makes us the best choice to 
lead-manage the underwrit- 
ing of new share issues. We 
also assist overseas compa- 
nies to secure listing on the 
Tokyo Stock Exchange. 

For growth by means of 
mergers and acquisitions, . 
Nomura’s research capabil- | 
ity and contacts guarantee 
advice of the highest quality 
in this field, too. 


Sound Asset Management 

Investor recognition of 
the strong potential in the 
economies of Japan and 
South East Asia is now well 
established. With institu- 
tions of all types more 
aware of the value of active 
management of their assets, 
nobody is more qualified 
than Nomura to link inves- 
tor and market. 

Our Institutional Research 
and Advisory Department 
(RAD) offers overseas 
clients far-sighted advice 
on investment decisions, 
while Nomura Investment 
Management Co., Ltd. 
(NIMCO) specializes in 
portfolio management, 
distinguished by rigorous 
monitoring of performance. 
In support are the out- 
standing stock expertise 
of Nomura Securities and 
the in-depth data and 
analvses of Nomura 
Research Institute (NRI). 

As in all aspects of its 
business, Nomura sets a 
premium on working in the 
closest harmony with clie 
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agricultural sectors — 
 cedented overhaul 


-decade of President 





. targets of the first-ever joint reform ef- 
| fort of its kind by the IMF and the 
‘World Bank. 

With the Philippine economy suffer- 
ing a 10% contraction during the past 
two years, agriculture is seen as the 
prime hope for rejuvenation, and 
coconuts and sugar are seen in turn as 
the twin pillars of agricultural reform. 
The IMF and the World Bank are at- 
tempting to bring about free-market re- 
forms in production, marketing and 
financing by making the changes pre- 


condition of further disbursements of 


emergency loans. 

The two farm sectors, controlled by 
two of Marcos' closest business cronies, 
must be “privatised” if they are to re- 
main traditional pillars of agriculture 
and growth, the two institutions argue. 
Inefficiency and corruption; bad policy 
decisions; increased protectionism; 
greater regional competition, and rising 
use of substitutes overseas have com- 
‘bined to reduce seriously the contribu- 
tion of sugar and coconut to the econ- 
omy. 

The situation is so bad, some World 
Bank analysts say, that even if the man- 
dated reforms are implemented fully — 
and succeed — it will be the early 1990s 
before individual consumption nation- 
wide returns to the level of 1982, the last 


year the Philippines’ economy grew fast- 


er than its population. In addition, the 
drastic declines in production and re- 
venue from the two commodities during 
the past five vears has caused wide- 
spread labour dislocation. Unless sub- 
stitute work is found quickly, discontent 
will feed the accelerating growth of the 
communist insurgency in the coun- 
tryside, especially on the major sugar- 
producing island of Negros. 

Sugar and coconuts dominate the ag- 
ricultural sector, with an estimated 37% 
of the 54 million population earning 
their primary income producing, pro- 
cessing, marketing and servicing the in- 
dustries. Well over half the 21.8% of 
comes from and 


ulture sugar 


* 


The —— main 


sugar and coconuts — |. 
are facing an unpre- | totalled L S$1.4 billion, or 25% of allex- 
Run as virtual mono- |. s à 
-polies during the past |. To gi 
and World Bank have, for the first time, 
Marcos! authoritarian 
a these sectors have become the. 


gross national product derived from ag- | 


conuts, though in terms of revenue, 
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ely USS1 billion was 
ad, or about 19% of exports. 
ve impetus to reform, the IMF 


formally joined hands in tacking 
medium-term structural reforms on to 
the performance criteria the govern- 
ment must meet to continue receiving 
an IMF standby credit. 

Agreement with the proposed re- 
forms, and government action towards 
achieving them, are required before 


WHERE THE SUGAR AND 
COPRA GROW  , 
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REVIEW MÁAPT by Andy Tang: 


Manila gets t the third of seven tranches 
(about US$106 million) of the 615 mil- 
lion special drawing rights (SDR, equal 
to about US$655.4 million) standby 
credit agreed. to by the IMF in 
November 1984. As access to the IMF 
funds is a condition for getting the new 
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Ank 
which en d 
ernment had hap 
the IMF executive b 
September in Washing 
agreement was re ached in prin 
IMF wanted the details worked 6 
implementation begun. 
The decision by the IMF 
normally limits itself to ste 
stabilisation targets such as contr 
money supply, budget deficits: 
sector outlays, exchange-rate fs 
and the like — to add institutior 
form as part of its performance e 
evolved out of a study done b 
World Bank. The bank came to th 
clusion that while IMF measure 
debt-ridden nations. jerk 
economies into macro-economie fa 
ality, they invariably lead to low g 
(if not outright contraction) and tet 
plaster over the deeper economic p 
lems of production which contrib 
the inefficent use of borrowings. 


"he IMF agreed earlier this ye; 
World Bank request to tr 
deeper : eforms fos E 




















pots W Vorld Bank of 
in the fiegotiattons with the? 
ernment say they are surpri D: 
steps it agreed to take | in dismanth 
two monopolies, hinting that 4 
within Marcos’ cabinet, pri 
so-called economic techt 
Prime Minister and ce 
nance Minister Cesar Virata 
and Industry Minister Robert 
had been wanting orev : 
























gme isms so that 
free-market pricing is maintained. The 
World Bank has stressed “transpa- 
rency" within the institutional struc- 
‘tures, meaning strict accountability to 
"avoid the charges of corruption and mis- 
management of funds which have 
plagued the monopolies since their in- 
ception. And it is demanding that the 
"boards of regulatory and marketing 
- arms be totally separate, so no one per- 
1 son can dominate. 
— — But the main problem facing the 
- technocrats in the past, that of political 
— patronage within the two industries, is 
| unlikely to change even with the struc- 
| tural reforms. Both sugar, and to a less- 
| er extent coconuts, have been a pour 
| cal treasure trove in traditional Filipino 
| life. One of the reasons Marcos chose 
- during the 1972-81 martial-law period to 
| dismantle the old oligarchies which con- 
| trolled portions of the two industries 
was to solidify his own political control. 
| In the sugar industry, for example, 
| his most powerful opponents held sway 
| over large territories, building political 
} alliances and influence. In building the 
+} monopolies, Marcos managed to dis- 
| mantle those traditional political bas- 
| tions, replacing them with his own. As 
| ene prominent planter explained: “If 
| you do not behave politically, the 


iA financing faucet is simply turned off.” 
E 
A 




















|... Since 1975 for coconuts, and 1977 for 
id por. the dominating forces have been 

| Eduardo Cojuangco and Roberto Be- 
-] nedicto. Both are close Marcos asso- 
| Ciates, and were able — backed by pres- 
| idential decrees — to develop 
| monolithic, or vertical integration of 
-] their respective industries. The two in- 
| dustries, however, are quite different in 
| terms of production. Sugar has tradi- 
| tionally been a plantation crop, grown 
| ina few specialised areas such as Negros 
| and Panay islands, and in the central 


1 F The Oxford dictionary 
$ defines “crony” as an 
intimate friend, but in 
the Philippines the 
word has a much more 
specific connotation. 
T Many of the economic 
ERSTES | ills facing the country 
|! | ——] are blamed on crony 

— capitalism, a system built by President 
ʻi Marcos during the 1972-81 martial-law 

| years designed to place key economic 
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sectors under the control of trusted 
| friends. In theory, Marcos wanted to 
| dismantle the traditional |. family- 
| | - oriented oligarchies, which had become 
| bastions of anti-Marcos organisation 
| during his two elected terms prior to 
| martial law. 
] — Instead, he would place crucial in- 
|  dustries such as finance, construction, 
| cement, wood processing. car assembly, 
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Luzon province of Tarlac. Although 
there are more than 33,000 sugar farms 
in the country, barely 600 of them con- 
trol 26.2% of total sugar land. Almost 
60% of the farms are less than 5 ha— al- 
most 20,000 farms with about 12% of 
the land, Thus the large plantations (or 
haciendas) dominate the industry politi- 
cally as well as economically. 


he coconut industry is far more wide- 

spread geographically, though re- 
gions such as Bicol in southern Luzon 
and on the southern island of Mindanao 
have concentrated production as well. 
But large plantations are a rarity, with 
the estimated 2 million farms producing 
coconuts having an average size of just a 
few hectares or less. Control over the in- 
dustry was thus organised differently. 

During a domestic cooking-oil crisis 
in 1974, the government set a levy on 
coconuts to provide a subsidy for con- 
sumers. But once the crisis was over and 
international prices began to rise, the 
government found itself with a highly 
lucrative fund. Cojuangco, who moved 


| Friends of the first family 


coal mining and agricultural develop- 
ment in the hands of supposedly young, 
dynamic businessmen, who were to lead 
their respective industries in expansion 
with the help of preferential treatment 
afforded by presidential decrees. 

But in reality, those chosen to lead 
this financial and industrial develop- 
ment often were not picked simply be- 
cause of their potential for turning ideas 
and risks into rapid growth. They were 
close family friends and, in some cases, 
political kingpins in their regions — re- 
gions in which Marcos wanted to dis- 
mantle his political opposition. 

The cronies' empires bécame a trea- 
sure trove for political largesse, whether 
funding elections, dispensing favours, 
or buying new loyalties for the presi- 
dent. Also, with one major exception, 
most of the cronies moved their profits 
— and "commissions" — outside the 
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work: industry reforms. 
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into coconuts as a trade-off for allotting 
some of his family rice lands in central 
Luzon to Marcos’ land reform program- 
me, joined Defence Minister Juan 
Ponce Enrile in an attempt to vertically 
integrate production, processing and 
marketing. 

Cojuangco continued to exact the 
controversial levy from the farmers 
(though ostensibly paid by exporters, 
the cost was passed on to farmers 
through lower farmgate prices) with 
which he bought a bank, into which he 
deposited levy funds interest-free, and 
used the funds for the eventual consoli- 
dation of coconut-oil mills which main- 
tained a virtual monopoly on exports 
and control over the farm price. 

While the institutions used levy funds 
as equity “on behalf of the coconut farm- 
ers," Cojuangco managed the industry. 
Although thev were shareholders, the 
farmers had no access to accounts and 
the levy funds were never audited. The 
institutions created had interlocking 
boards: whether the regulatory Philip- 
pine Coconut Authority (PCA); the co- 


country into real estate and other in- 
vestments frequently benefiting Mar- 
cos' inner political circle. 

Coconuts and sugar are the two in- 
dustries most widely affecting the popu- 
lation, and Eduardo Cojuangco and 
Roberto Benedicto — the chosen over- 
lords respectively of the two sectors — 
are cited as the two top cronies. 

They are very different people, how- 
ever. Benedicto hails from Bago city on 
Negros, the country's sugar capital. Al- 
though from a traditionel planter fami- 
ly, Benedicto, who was a frequent golf- 
ing partner of Marcos during the presi- 
dent's healthier days, was tapped to 
consolidate the sugar industry in the 
mid-1970s through the monopoly 
created by the Philippine Sugar Com- 
mission and the National Sugar Trading 
Corp. Critical in the building of the 
monopoly was Marcos’ desire to keep 
Negros in line politically, with Be- 
nedicto using pam delays, credit 
facilities through associated banks (such 
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conut-farmers’ federation; the United 
Coconut Planters’ Bank (UCPB); the 
milling conglomerate (Unicom); the 
hybrid-seed farm for coconut replant- 
ing, or the coconut chemical processing 
plant. Cojuangco had a controlling in- 
fluence over all of them. 

Sugar was a slightly different corpo- 
rate animal, with the government's 
Philippine Sugar Commission (Phil- 
sucom) Owning a myriad of subsidiaries 
despite its main regulatory function. 
The National Sugar Trading Corp. 
hae hy handled the purchase of sugar 
rom the mills for domestic and export 
trade with a complex system for paying 
planters for the cane delivered to the 
mills. Both were headed and controlled 
by Benedicto, with planters’ associa- 
tions largely controlled by him as well. 

Accounting was abysmal, with audit- 
ing never properly done. For example, a 
confidential government report on the 
sugar industry completed in February, 
in which attempts at a proper audit were 
undertaken, cited discrepancies in 
Nasutra accounts which are hardly be- 
lievable. During the six years between 
1978 and 1983, according to the report, 
Nasutra under-reported its profit by an 
astonishing 23.44 billion (US$430 mil- 
lion at the average exchange rate during 
the period). It also overstated its ad- 
vances to producers by P1.25 billion. 
What happened to those funds is un- 
known. 

Sugar undoubtedly has the greater 
problem, with its entrenched hacienda 
(estate plantation) system of cultivation 
creating serious social and security 
problems, and a world-market price 
which affords little profitability. Since 
1974 the lapse of a key trade agreement 
with the US has left the Philippines sub- 
ject to sugar export quotas for the first 
time. While it increased trade with 
buyers like China and Indonesia, these 


as the Benedicto-controlled Republic 
Planters’ Bank), selective advances and 
largesse to maintain loyalty from among 
the more maleable planters. 

Since the creation of Marcos’ politi- 
cal party, the Kilusang Bagong Lipu- 
nan, in 1977, Benedicto has been the 
party chairman for the Western Vis- 
ayas. 


ojuangco's relationship derives 

from political support for Marcos 
during his days in the former M cr 
Senate. Cojuangco, whose family held 
major rice lands in the central Luzon 
province of Tarlac, supported Marcos 
for the senate presidency. He also sided 
with Marcos against the then rapidly ris- 
ing star of the opposition, assassinated 
opposition leader Benigno Aquino, 
who was married to Cojuangco’s 
cousin, Corazon. A tough businessman 
with set ideas on centralised economic 
(and political) control, Cojuangco al- 
lowed portions of his family’s rice 
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nations, along with Thailand, began 
boosting their own production which 
wiped out the export market for the 
Philippines and increased regional com- 
petition. At the same time, the move to- 
wards markets outside the US (for 
higher prices) backfired as it meant 
gradually diminished US quotas for the 
Philippines. 


Under a decree signed by Marcos on. P 
4 October, four new government offi- 
cials have been added to the board: Vir- 
ata (in his role as finance minister); Na- p 
tional Economic and Development Au- 
thority (NEDA) Minister Vicente Val 
depenas; Labour and Employment 
Minister Blas Ople, and National Sci- 
ence and Technology Authority head 
Emil Javier. 

Under the monopoly system, Phil- 
sucom sets the price of raw sugar based 
on its own determination of production 
costs plus a “reasonable” profit, set by 
the price stabilisation council (based on 
exchange rate, factors affecting produc 
tion, labour, transporation costs and so | 
on). Planters bring cane to the mills 
after which raw sugar is divided in a 
range from 60/40 to 70/30 in favour of 
the planter. All the sugar goes to Nasu- | 

| 
| 


he huge subsidies the EEC gave its 

beet producers cut into international 
markets, while the US soft-drink mar- 
ket's shift to corn-fructose as a sugar 
substitute drove the US market down 
considerably. The result was a world- 
market price of sugar at about half the 
cost of production. 

On top of that, sugar planters’ crop 
loan delinquencies drove local banks, 
including Benedicto's Republic Plant- 
ers Bank (RPB) and Trader's Royal 
Bank, into trouble — while Nasutra's 
creative accounting left it unable to pay 
planters for their cane. 

The World Bank negotiations with 
the government centred on two basic is- 
sues: giving the government firm con- 
trol of” the Philsucom board, and creat- 
ing a new marketing arm for Nasutra, 
run solely by private interests. Origi- 
nally, Philsucom was dominated by pri- 
vate interests with six members, led by 
Benedicto, on its board. Three govern- 
ment ex-officio members were present: 
Ongpin, Minister of Agriculture and 
Food Salvador Escu- 
dero, and central bank 
governor Jose Fer- 
nandez. But they 
were unable to influ- 
ence decisions, as 
Benedicto normally 
dealt directly with 
Marcos for approval 
of any regulatory 
change. 


tra, however. Nasutra gives planters 
and millers an inventory certificate Tor 
the volume received, which the planter 
and miller bring to a bank which pays 
them the set price, rediscounting the 
certificate with the central bank, while 
waiting for Nasutra to sell the sugar and | 
pay. Since the central-bank window Was 
closed in 1983, local banks have been 
unable to get Nasutra to pay on time; 
Philsucom set raw sugar prices for 
domestic, export and reserve sugar. 
often differing by as much as 50%., with 
the domestic price consistently lower 
than the export or reserve price. ASW 
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lands to be used in "m1 
Marcos' land reform |: * 
programme for Bug- |. ` l 
suc Island, south of | | 
Palawan. He was 
given tacit control 
over the coconut in- 
dustry, which he developed into a mono- 
poly by building control over fund-gen- 
eration, processing, marketing and 
development. 

His technique has been one of ex- 
tracting funds from producers by giving 
them collective shares in his companies, 
then buying up processing facilities to 
create eventual control over marketing. 
He has vast holdings in cement, is chair- 
man of the Philippines' largest corpora- 
tion, San Miguel Corp., and has re- 
cently been trying to win control over 
the wheat-import, flour-milling and bak- 
ery business, though this has been effec- 
tively thwarted for the moment by con- 
certed opposition from the flour millers 
and government economic technocrats. 








Cojuangco's relationship with Mar- pi 
cos remains extremely close, though jj 
there has been strain with Marcos’ wife, | 
Imelda, and her brother, Ambassador 
to the US Benjamin Romualdez. When 9) 
Cojuangco began buying coconut mills | 
in 1977, the first acquired was Southern 
Luzon Oil Mills, then controlled by 
Romualdez. He is frequently cited asa 
possible successor to Marcos, though 
many analysts suggest he would rather 1? 
control the country from the sidelines, |) 
via his vast economic influence and 4 
growing clout politically in provinces 
where his companies operate. Some 
analysts joke that Cojuangco does not 
want to run the Philippines, only own it 

— Guy Sacerdoti 
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duction of mill fee. 
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. Nasutra sold all the sugar, a composite 
. price was actually paid the planters and 
- millers, based on a weighted average of 


domestic and export prices — after de- 
production tax, 
stabilisation fee and a "social-ameliora- 
tion fee.” 

As of 12 July 1984, the price for 
domestic sugar was set at the level of the 
export price that day, which was P300 a 
picul, or about 12 US cents a Ib. That is 
the basis the government wants to main- 
tain as a guideline, but as Ongpt 
suggests, the government feels that 
freeing the market, with the new Philip- 
pine Sugar Marketing Corp. (Philsuma) 
only one of many in domestic market- 
ing, will result in lower prices. « 

Under the reforms, Philsucom will 
divest itself of its subsidiaries, which in- 


-clude.RPB, a stevedoring and transport 


company, a railway, sugar terminals, 
drydocking facilities, sugar godowns, 
three “sugar refineries managed: by 
another subsidiary (the National Sugar 
Refinery Corp.), and 15 financially dis- 
tressed mills it owns via the National 
Sugar Corp. 

Instead, Philsucom will act purely as 
a regulatory body. It will emphasise 
longer-term planning for the industry; 
research and development in such areas 
as energy uses for sugar-derived alcohol 
and distilleries; monitoring of mills, 
production and marketing. The hope is 
that the new Philsucom will be better 
able to coordinate with other ministries 


and agencies to plan agricultural-diver- 


sification plans for rice and corn. 
One of.the outstanding disagree- 
ments between the World Bank and the 





government concerns the establishment 
of quotas for sugar production. In mid- 
September, an interim committee of 
Philsucom headed by Ongpin set quotas 
totalling 1.6 million tonnes for the cur- 
rent milling season (which began this 
month), but an outcry from traditional 
planters has put the quota system on the 
backburner. The World Bank believes a 
quota system is necessary to control 
production, even though actual produc- 
tion this vear is estimated at merely 1.3 
million tonnes and may turn out to be 
even lower (over the past decade, pro- 
duction has averaged 2.4 million ton- 
nes). The bank is vying for a “trade- 
able" quota among planters — meaning 
overproduction by one could be traded 
to an underproducing quota holder — 
given the uncertainty of plantation out- 
put and raw-sugar yields. 


T major problems with the quota 
system for this year have been the 
lateness of the decision to impose 
quotas, which were based on last year's 
production rather than the 1985 plant- 
ing, and the traditional fights over prio- 
rity to those who hold *proper" political 
alliances. When Ongpin, as head of the 
interim committee, set out to propose 
allocations evenly, the politically in- 
fluential sugar planters, like Federation 
of Sugarcane Planters president Ar- 
mando Gustilo, fought against it. 

* Politics also became relevant to the 
more serious of the disagreements be- 
tween the government and the World 
Bank. That concerned the creation of a 
marketing arm to replace Nasutra. The 
new company, Philsuma, should be a 
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Coconut arian bleak prospects. 


purely private enterprise (in the bank’s 
view) with a monopoly on the export of 
sugar in the tradition of established 
“sugar-trading agencies” worldwide, 
but merely one among many in the 
domestic marketing of sugar. 

The government, led by Ongpin, ar- 
gued that a transition period was neces- 
sary to allow for a stable price for local 
Sugar until a steady financing scheme is 
in place and proper estimates of future 
production requirements set. To do 
this, Ongpin argued, Philsuma would 
have to — at least temporarily — re- 
main a monopoly for domestic trading 
as well. 

But the World Bank insisted that 
domestic marketing should be free. In 
the first place, it argued, the crop this 
year in all likelihood will not meet total 





also controls United Coconut Oil Mills (Unicom) and 
the United Coconut Planters Bank, both set up largely 
with the help of a levy on coconut products. The replanting 


A tough nut to crack 







Unless world rices recover su programme was ed in mid-1982 after it ran into fi- 

prospects for ‘coconut indus- nancial difficulties after the levy's removal. 

try will remain bleak for a long time to The , which is a key to the indus- 
Y come. Declining farm prod , there-  try'sfuture, was revived on a smaller scale. Planting 
T farmer? Mite H4 MOM Saare PAVA have been reduced from the original 60,000 ha a vear 
3 farmers' failure to pt more | that area. The programme, which requires P335 mil- 

L techniques, is e 1o continue, and lion (US$17.9 million) a year, is now "ug tsar ip with 

UR : coconut-product users are likely toturnin- proceeds from a tax on coconut-oil exports. Priority is being 

dH R creasingly to substitute products and to * sa ri aan li a by a drought in 

"t — coconut suppliers. 

The country 1s its coconut revenues MAT ot phia à Soda Bank Lon of 
- decline. In the first eight months of 1985, for to- — US$100 million to finance the replanting, but industry lead- 
tal exports of coconut products fell 13.7% froth the year- ers decided the export-tax revenue would suffice. Industry 

© earlier period, with revenues down 36.4%. A the leaders were also wary of —* —* xchange risks in- 
| decline had halted: by September, no dramatic recovery is volved in ee hat had ons on the proposed 
. likely. World loan, e was oa to ito USS70 million when last 
j To boost productivity, the government ( the discussed, also also bogged down on the stiff conditions which 
. Philippine Coconut Authority, or PCA), is pushing would be ‘attached: to one industry source, these 
à replanting programme to or replenish the current would include a regular audit on levies imposed on coconut 

crop of coconut trees, of which a substantial portion are 60 moy and exporters. 







programme was launched in 1980, there was controversy | nother add trt to boost 


over its ending and the varieties of tree to be used. The 11982, w 
t 


= development of the so-called Mawa hybrid seednut (a cross —— eta between coconut trees. MU genou 
d 0s Ed ned bv FORET CREE DEO vider gaps between the trees will 
| dated to a company owned by Eduardo Cojuangco, who coconut crop, while the f. also pain income for the new 
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: But presidential palace sources 


S te t 
'onsumption alone are slightly more than 
| millión tonnes). Ongpin feels the 
domestic price, slightly above produc- 
tion costs, will still fall because of the 
seasonal glut of sugar on the market 
after milling. Also, the expected domes- 
tic needs for 1986, some prominent 
planters argue, have been overest- 
mated, with the estimates for exports 
based on the US quota for 1985, not 
1986 — which is lower by a third. That, 
the planters argue, will mean a further 
glut domestically which will drive the 
price well below the government's 
target, Nonetheless, after formalising 
its argument, the government went 
along with the World Bank, agreeing 
shortly before the Seoul World Bank/ 
IMF meeting. | | 
An internal political argument. de- 
veloped as well over who was to incor- 
porate Philsuma. After Ongpin had 
taken over the interim committee, trad- 
itional planters, led by Gustilo, argued 
that Ongpin knew nothing about the in- 
dustry and was a government official as 
well, making the organisation of Phil- 
suma compliant to government instead 
of the private planters, as the World 
Bank originally wanted. But Ongpin's 
move was an attempt to avoid having 
Philsuma become, as one planter put it, 
"the same dog with a different collar." 
As a compromise, long-time planter 
Fred Elizalde, who runs a conglomerate 
of firms including one of the 
country's largest sugar planta- 
tions, was given the mandate to 
form and incorporate Philsuma. 
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cos told Gustilo in effect not to interfere 
with the Philsuma incorporation, Gus- 
tilo warned Elizalde not to get involved, 
implying he*was planning to get control 
of the marketing firm. During the 
negotiations and reorganising, now ap- 
proaching settlement, Benedicto has 
quietly left the scene in person but not in 
influence, according to prominent plant- 
ers. These sources suggest Gustilo. 
who is known as a local warlord in 
northern Negros, is actually trying to 
control Philsuma through an alliance 
with Benedicto and possibly also 
Cojuangco. 


OO x reforms are less 
precise and must yet be finalised. 
though certain steps have already been 
taken. Initially, the Philippine Coconut 
Authority board was strengthened as a 
government regulatory body with the 
inclusion, as in the sugar-regulatory 
agency, of the trade and industry minis- 
ter and the NEDA director-general as 
ex-officio members. The PCA head 
was recently named “minister of coco- 
nüts." 

Along with the dismantling of Un- 
icom as the predominant trading unit. 
10 cooperatives have been set up. How- 
ever, the new companies have a com- 
mon principal shareholder =- UCPB — 
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Nonetheless, farmers appear ta 
luctant to do business with the new 
ing firms. : l 
More recent influence 
Bank-instigated reform was 
the coconut industrv's revise 
on replanting. The Philippi 
ment agreed to bank su 
the increase in the export te 
products, from which funding! 
planting programme is source 
duced. In the case af coc 















































copra, it remains at the old rate af? 
The imposition of the tax, which i 
fect will replace a proposed World I 
loan, was agreed to with the ur 
standing that, while imprudent to. 
uses of government revenue, the n 
collected funds pari passu will be use 
finance the replanting programme. | 
The reforms under Way to j 
the monopolies are anything but 
fire solutions to the vast problems € 
fronting the industries. But they af 
attempt by the multilateral institut 
with the Philippine Government, 
to set the institutional stage for af 
ricultural recovery when the eco 
stabilises. The problem. as us 
mains politics 
areas where political patronage - 
played its traditional role, 
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Philippine Govern- 
ment attempts to over- 
haul the sugar indus- 
try (with considerable 
rodding from the 
MF and World Bank) 
Is considered by many 
experts and some 
planters as a classic 
— case of "too little, too late." With export 
- demand weak and world prices still very 
— low — though well above record lows set 
I early this vear — dismantling of the 
| sugar monopoly will not necessarily lead 
| dh anything like a dramatic recovery in 
e industry. 
} The reforms will entail a hard 
| rationalisation: cutting out the dead 
- wood among both planters and millers, 
- leaving market forces to squeeze out the 
© remaining inefficient producers. It will 
inevitably cause widespread dislocation 
“among field labourers (some 500,000 
onide), forcing the government to 
— make concerted efforts at diversifica- 
\ tion into other labour-intensive crops. 
If not carried out with the plight of 
[ the workers in mind, the reforms could 
} easily feed the growing popular an- 
A tagonism towards the government and, 
- in all likelihood, bolster the attractive- 
hess of the nagging communist in- 
surgency in the countryside — particu- 
- larly on Negros island, which produces 
= about 60% of the country's sugarcane. 
Bu Hard decisions will have to be made 
on how many sugar mills will be closed 
|. to ensure better allocation of scarce 
—eane supplies and financing. And firm 
licy on the granting of credits, includ- 
| ing crop loans, to qualified producers 
| will be essential. Most economists feel 
| that despite the strong lobbying by some 
} planters’ federations, maintaining a 
| subsidy programme for an industry cur- 
. rently saddled with sizable unused capa- 
| y will simply prolong the drain on the 
T EL and without much hope of re- 
- vitalisation. 
1— . For the sugar industry to survive, the 
domestic market will have to generate 
—— the bulk of revenue with, at least for 
‘| now, producers being assured of a gov- 
ernment-mandated minimum price. 
33 (The domestic price for the crop year 
1 









ending in September 1986 has been 
fixed at about 12 US cents a Ib, com- 
pared with the current world-market 
price of about 5.15 US cents.) 
The world market, where protec- 
tionism and sugar substitutes will con- 
j tinue to keep prices low, is unlikely to 
! see a turnaround from the existing situa- 
Eton where prices represent less than 
- half of production costs for most Philip- 
p pine producers. It seems just as unlikely 
` that the high costs of farm inputs and 
capita will be reduced anytime soon. 
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| Sugar's rebirth calls 
| for painful contraction 






The situation was much different à 
decade ago. From 1974-77, Manila ex- 
ported an average 62% of its raw-sugar 
production. Last year, it was less than 
40%. In terms of the industry's con- 
tribution to export earnings, the 
US$737 million in 1974 was more than 
27% of total export revenues, while last 
year exports were a mere 4.6%, or 
US$246 million. 

Given those trends, which are un- 
likely to change dramatically, produc- 
tion will continue to be directed more 
and more towards the domestic market 
(where the demand is projected to rise 
minimally from 1.07 million tonnes in 
1984 to about 1.18 million tonnes in 
1988). The US, which pays 21 US cents 
a Ib for its sugar — far above the the so- 
called free market price — applys an an- 
nual quota to its imports, which this 
year will be 312,000 tonnes for the 
Philippines. Manila would like to main- 
tain a reserve of about 
10% of required produc- 
tion. Thus, for the cur- 
rent crop year, govern- 
ment technocrats have 
set a production target of 
1.6 million tonnes, sub- 
stantially below the 2.4 
million-tonne average 
for the past decade. 

Current plans are for 
a reduction in the 
number of operating 
mills, though some in the 
industry insist that main- 
taining the overall low 
level of operations is still 
a viable option. But as 
boosting efficiency seems 
to be the only means for 
survival on a national 
scale, some of the mills 
will have to go. 

During the past sea- 
son. some mills were 
forced to shut down be- 
fore the close of the mill- 
ing season (which tradi- 
tionally runs from Octo- 
ber to August), and this vear the tradi- 
tion of beginning operations in unison 
went by the wayside as some mills were 
forced to wait due to lack of either cane 
or financing. The country's 41 sugar 
mills’ combined capacity usage is cur- 
rently running at some 70% of the total 
installed processing of 188,640 tonnes of 
cane a day. 


Sugar production 
(million tonnes) 
exports 


Tu serious financial plight of the mill- 
ers is obvious. During the 10 years 
to 1983, the 26 (of the 41) sugar mills 
which complied with government re- 
quirements to file reports with the Secu- 
rities and Exchange Commission posted 


million) 
% of total exports 
Coconut production 
(million tonnes) 
Coconut exports 


% of total exports 
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combined losses of some P1 1.63 billion 
(US$87.2 million) on total revenues of 
P11.12 billion. Financial expenses 
(mostly loans) of P2.73 billion ate up a 
major portion of the mills’ revenue. 

Ten of the 15 sugar mills that were 
taken over in November 1983 by the 
Philippine Sugar Corp., a company 
created by the government to save fi- 
nancially troubled mills, recorded losses 
of nearly P670 million in 1984 alone. 
And in mid-September, shortly before 
milling began, the government an- 
nounced that six of those mills were to 
be mothballed. 

For various reasons, ion and 
millers are waging a losing battle against 
high costs. For the planters, the prob- 
lem has mainly been the cost of operat- 
ing capital and falling productivity over 
the years. Many of them are heavily in 
debt and the banks are constantly 
threatening to foreclose on their prop- 
erties. Those who have been able to se- 
cure financing have to pay very high in- 
terest charges — up to 36% a year until 
the middle of this year. 

Also, many planters, mostly those in 
their mid-30s to 40s, now recognise the 
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industry's twin problems of first, the 
closed society which the hacienda sys- 
tem of sugar planting brings, and sec- 
ondly, the detrimental effects of re- 
liance on any political force which pro- 
motes their parochial interests. 

The hacienda, which predominates 
the sugar culture on Negros, was set up 
to provide extremely cheap labour — 
frequently below mandated minimum 
wages — with various categories of 
workers in effect running the land for 
the planter. Sugar was easy money for 
the landowners, as long as they supplied 
schooling, health and shelter for the 
workers. The system led to compla- 
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cency among planters, and as hard times 
began in the early 1980s, even greater 
hardships for the labourers, who began 
organising among themselves with guid- 
ance from leftwing groups. 

In addition to those problems, the 
planter found that government regulat- 
ory boards, whether it be the Philippine 
Sugar Commission (Philsucom) or the 
National Sugar Trading Corp. 
(Nasutra), were unable to support their 
continued operations due to discrepan- 
cies in accounts and the bad export mar- 
ket. Financing became a serious prob- 
lem with crop loans difficult to come by 
and expensive; the two banks dealing 
most with the sugar industry — the 
Philippine National Bank and the Re- 
public Planters Bank — in financial 
trouble, and Nasutra unable to pay what 
was owed the planters. Many planters 
have not been paid by Nasutra since 
March, and a number of millers say they 
cannot operate this season for more 
than two to three weeks unless new 
financing is forthcoming, 

As a result, many planters have had 
to cut down on new planting, even stop- 
ping entirely in some cases, This has re- 
sulted in widespread rattooning (leav- 
ing sprouts to grow by themselves) and 
application of minimal amounts of in- 
puts such as fertilisers. Many planters 
are now showing little interest in im- 
proving their sugar farms — particularly 
on Negros. 


; ex problems confront sugar farmers 
who want to switch to alternative 
crops: first, the cost of diversifying and 
the limitations on bank loans to farmers 
whose life has been spent in sugar, and 
second, the pricing policies of the gov- 
ernment for the alternative crops. For 
example, for the past two years the gov- 
ernment has been pushing corn as a sub- 
stitute crop. A number of farmers went 
into corn, particularly in southern Ne- 
gros. only to be confronted by expensive 
inputs and massive high-protein corn 
imports which the government allowed 
in 1984-85. That drove down the price. 

In addition the government prom- 
ised driers to prepare the corn, but 
never delivered. The result was dismal 

rices. And San Miguel Corp. (control- 
ed by Eduardo Cojuangco) bought up 
huge quantities at relatively low prices 
(San Miguel's Magnolia chicken opera- 
tion is the largest buyer of high-protein 
hybrid corn). 

In fact, marginal farmers who can af- 
ford to are currently trying to shift into 
rice. In some areas of Negros, for exam- 
ple, up to 40% of sugarland (where irri- 
gation is already in place) is being con- 
verted to rice. But for most marginal 
farmers the cost of diversifying — esti- 
mates range from P.4-11,000 per ha — is 
prohibitive. 

In the case of the mills, the problem 
has been mainly low cane supplies and 
reduced yields, owing to the poor qual- 
ity of the harvests. Because of the indis- 
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have become close 


Philippines «can sell 
— —* 
production, The US 
quota system, which 
| was reinstituted in 

1982, is revamped each 
year based on US import requirements 
and exporters' performance in meeting 
the previous year’s quota. Quotas can 
be enhanced or reduced depending on 
US Congressional action, such as Presi- 
dent Reagan's Caribbean initiative, 
when favoured status was given to 
Caribbean nations, and other exporters 
had their quotas reduced. 

Before the 1974 expiration of the 
Laurel-Langley agreement between the 
Philippines and the US — which al- 
lowed for preferential trading between 
Manila and its former coloniser — Man- 


ila exported as much as 1.2 million ton- 
nes a year to the US, taking advantage 
of the preferential US pricing which fre- 


quently was above world-market 
values. This allowed hacienda owners 
to, as one Filipino sociologist explains, 
become rich, complacent and inefficient 
as well as dependent on the US. 

At the same time, the large revenues 
helped generate income for the govern- 
ment for both politically and economi- 
cally motivated spending, creating some- 
thing of a symbiotic relationship be- 
tween the large planters and the admin- 
istration. This explains President Mar- 
cos’ desire to keep the industry away 
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New habits turn an 
old market sour 


| from the opposition since the martial- 


_ law years, as well as the political effects 
to the limit of what the | 








inherent in any pro reform — 
something both the World Bank and the 
government technocrats consciously try | 
to ignore, Te 

In 1975, without the benefit of the 
Laurel-Langley pact, exports to the US 
dropped to 330,000 tonnes but fluc- | 
tuated widely depending on the world | 
market and US d IT 1.2 1 
million tonnes again in 1977, but | 
ping precipitously afterwards. In the 
sence of US preferential treatment, 
sugar tsar Roberto Benedicto instructed 
his marketing people to try to look for 
other markets, as US es were drop- 
ping below world-market levels. | 

hon four buyers of Philippine sogar 
in 1974, the list expanded to 11 by 1980, 
with Japanese, Soviet and South Ko- | 
rean imports accounting for more than |. 
twice the 400,000 tonnes | 
US that year. In 1974, the three non-US 
importers of Philippine sugar J 
less than a fifth of the total sent to the — 
US. i^ 

In determining quotas for individual | | 
countries, the US employed a system | 
whereby imports by the US between f 
1975 and 1981 were averaged excluding 1 
the high and low years for each country. — i 
Thus, Benedicto's move to other mar- 1 
kets backfired in terms of the US, as 1^ 
excluding 1977 (1.2 million tonnes) and 
1981 (183,000 tonnes), the average 
equalled 13.5% of the US requirement, 
or for the 1982-83 US fiscal year some | 
343,000 tonnes. This was against a total | 
exportable surplus of about 1.1 million |- 
tonnes that vear. x 

But increased production by coum- 
tries such as Indonesia (which 
29,000 tonnes in 1980) and C 
(43,000 tonnes), along with the en- | 
trance into the market by countries like 
Thailand, reduced potential buyers - 
rapidly, so that by 1983, only five im- | 
porters apart from the US remained, 1 
The total value of these sugar purchases — i 
were less than that of the US, 

The huge subsidies the EEC gave 
(and continues to give) its beet produc- | 
ers also cut into potential international 
markets. Meanwhile. the US soft-drink © 
market's shift to corn fructose as a sugar 
substitute continued to erode s | 
share. Corn fructose comprised 4.2% of 
US sweetener consumption in 1975, | 
while by 1983, the figure had risen to. | 
24.5%. Refined sugar during the same  |- 
period fell from 75.5% to 57.2% of the | 
market, according to US Department of 
Agriculture figures. The result has been 
a drop in the US quota for the Phili 
pines from 312,000 tonnes for 1984- 
to 215,000 tonnes for 1985-86. 

— Guy Sacerdoti 
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apacity in the past 25 years. The 
tain the early 1960s, followed the US 
bargo on Cuban sugar. The second 
in 1967-74, before the Laurel- 
gley Agreement expired, when 13 
mills were built. Seven of these 
supplied by Japanese trading com- 
ss (five by Marubeni, one by Mit- 
ii and one by Toya Menka). Four 































Xf these new mills ever posted pro- 
Jwnership of major mills reads like 
ho's who of prominent business and 








e have been two surges in mill- | 


ills were constructed after 1975 | 
nd planted to sugar increased. | 






















Limits on equipment imports result- 
ing from the financial crisis since late 
1983. (when. the. country imposed a 
moratorium on. foreign-debt. repay- 


bour with new wor — 
Both planters and workers must 
break away from the constraints of the 


hacienda vice. Otherwise, even should 


the reforms proposed by the govern- 
ment with the IMF and World Bank 
come to fruition, it will have little effect 


ments) works against efforts of mills to | on the actual conduct of an industry 


improve efficiency rates, according to 
industry analysts. 
The Philippine sugar industry today 
is a fragmented, confused sector that 
| has lost its ertswhile strength as a major 
j economic and political power base. If it 
is to survive, and help the ravaged 
Philippine economy recover, it. must ac- 
cept its lesser role in the economic 
scheme of things, rationalise itself and 
diversify into rice, corn and other cash 


which for years has been isolated from 
the economic maelstrom. 

As one frustrated traditional planter 
told the REVIEW: “What can I do if all I 
know is sugar. We planters are like a 
loaf of bread baking — under fire from 
above [the government] and being 
singed from below [the workers]." Un- 
less that attitude is changed, there is lit- 
tle any reform can do for the industry. 

— Guy Sacerdoti and Jose Galang 
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a den for a recovery 
| in the Philippine econ- 
omy in 1985 are fading 


slower inflation rate 
and increased availabi- 
5| lity of credit, most re- 
——4 cent estimates point to 
decline in the gross national product of 
ut 4-5% in real terms, again ap- 
aching the 5.576 drop in 1984. In the 
‘st half. GNP shrank by 4.6% com- 
ired to the year-before level. 
Business confidence remains low 
xd no improvement in the weak 
ymestic demand is seen coming in the 
‘ar future. The Philippine Govern- 
nt's ability to perk up economic ac- 
y is hemmed in by the terms of a 
ctausterity programme it had agreed 


. The programme sets limits on, 





i the financial system's liquidity 


nt now wants to adjust 
performance targets in its pro- 
e. which is. supported. by a 
y credi 615 million spe- 






facility of 615 mill 
ng rights (SDRs — US$652.7 
) from the IMF. Manila wants an 
reased budget deficit of P8.7 billion 
US$465.2 million (from the old ceil- 
.of P6.4 billion) to offset the lower 
nues caused by. business and trade 









































ts Manila to also raise certain tax 
"A 
‘alks with the IMF on the perform- 

criteria adjustments, along with 
icted debate on whether the 





ick to in securing continued fi- 
| assistance from its foreign cre- | 


ong others, the national budget de- 


wn. On the other hand, the IMF | 


so rate should be adjusted | 





downwards against the US dollar to 
counteract the effects of reduced ex- 
ports, have delayed the drawdown on 
the third tranche of the standby facility. 
The third release, worth SDRs 106 mil- 
lion, has been moved from end-Sep- 
tember to November or December, 
pending the finalisation of the program- 
me revisions. | 

That effectively moved back the re- 
lease of the second portion of the 
US$925 million new credits pledged by 
the country's commercial bank cred- 
itors. (Releases from the facility are 
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linked to drawdowns in the IMF facil- 
ity.) The new. money, however, is 
primarily intended for the settlement of 
Manila's arrears.on debt repayments, 
on which a moratorium was declared by 
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half the 1984 full-year rate of 50.3%. 

Interest rates are back to near-nor- 
mal levels of 17-1995, from. about 45- 
50% at the start of the year. Nonethe- 
less, commercial banks remain highly 
selective in their lendings, given the 
high rate of corporate failures over the 
past two years. Investments in new cor- 
porations, meanwhile, have shown 
some recovery with the amount of paid- 
up capital in newly operated enterprises 
expanding by 85% in the first six 
months. 

The peso rate, however, remains the 
principal factor that keeps many invest- 
ors on hold-pattern. Most independent 
economists project an exchange rate of 

P20-22:US$1 by year-end, 
though government. mone- 
tary officials maintain that 
the low demand for the US 
dollar (as perceived in the 
lower level of imports) has 
kept the peso firm. At mid- 
October, the rate was 
P18.7:US$1, compared to 
the P19.68:USS$1 at the 
start of the year and to 
about P18.65:USS$1 pre- 
vailing from February to 
end-September. 

." Export earnings in the 
a first seven months of 1985 
reached US$3.1 billion, down 12.9% 
from the corresponding period in 1984. 
Imports reached US$2,99 billion, down 
16.3%. The lower export revenues are 
traced to the weak prices of such tradi- 
tional Philippine exports as sugar, cop- 
e products and such lead- 
ducts as semicon- 
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ductors and. 
imports, on. 
from the dep 
tors 
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hen Nixdorf decided to move 

into the Asian market, we 
decided to put down roots the way a 
banyan tree does. 

Once it's established, not even an 
earthquake can shake it loose from its 
holdfast. 

And Nixdorf is established here, 
strongly. We've built offices, pro- 
duction facilities, and technology 
centers here. We've put permanent 
Staffs of experts in place here, to 
serve our Customers in Southeast 
Asia and the Far East. 





We've designed special architec- 
ture for our computer systems, and 
built special software designed for 
people who do business in this 
market. We've made an enormous 
investment. And that investment 
grows every day. So, if you're looking 
for a computer company that your 
company can grow with, take a close 
look at Nixdorf. 

Meet with our local people in sales, 
in support, in hardware, in program- 
ming, in training, in field engineering, 
and in manufacture. Talk to them 


S. 





about the problems you face in your 
business, and ask them what they 
have developed in terms of concrete 
solutions to those problems. 

Solutions that were created for you! 
particular business problems, not sol. 
utions that were created for others 
someplace else, and then ineptly 
"adapted" to your needs. 

At Nixdorf, we made the commit- 
ment to design systems to satisfy 
Asian requirements. The computer 
architecture we bring to you was 
built for your applications. 





When we say 


we're here to stay 
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The software speaks your language, 
for your needs, in your unique 
marketplace. 

No other computer company any- 
where in the world can offer you this. 

Fortunately, you don’t need another 
computer company. You have Nixdorf. 
Grow with us. We're here to stay. 

Nixdorf Computer (S) Pte. Ltd. 
Regional Office Asia Pacific 

#07-01 NOL Building 

456 Alexandra Road 

Singapore, 0511 — Tel.: 274 11 00 
Telex: RS 557 00 NIXREG 


we really mean it 





| E bue ir, 
Australia, Telephone (02) 4 39 54 77 
Hong Kong, Telephone (05) 20 22 22 
Indonesia, Telephone (021) 51 49 16 
Japan, Telephone (03) 4 40 03 51 
Korea, Telephone (02) 7 35 01 31 
Malaysia, Telephone (03) 66 03 62 
New Zealand, Telephone (09) 39 98 66 
Sri Lanka, Telephone (01) 57 55 45 
Thailand, Telephone (02) 2 35 33 12 
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Business 
Travels 
With 
The 
Review 


When it comes to reaching 
Asia’s frequent business 
travellers, the Far Eastern 
Economic Review offers you 
the most mileage. 











At present most of the 
world’s leading airlines with 
routes in Asia use the Far East- 
ern Economic Review requ- 
larly as a primary advertising 
medium. Why? The answer is 
simply because the Review 
reaches the highest audience 
concentration of heavy fre- 
quent independent business 
travellers of any regional pub 
lication in Asia today. And 
does it more cost-efficiently. 


If you'd like to know more 
about our frequent business 
travellers, write on company 
letterhead and we'll be glad to 
send you a copy of the latest 
1982/83 6 City Media 
Phase from the INTRAMAR 
STUDY independently con 
ducted by International Travel 
Research Institute. The facts 
speak for themselves. You'll 
see how well-travelled we are. 


Address your inquiries to:- 


Elaine Goodwin, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hong Kong. 


— 












At a time like this when two major pieces of research, 
namely Asian Businessman Readership Survey and 
Asian Profiles IV, have been released into the market 
place, it’s a good idea to sit back and reflect on just what 
publishing and advertising are really all about. 


With just about everyone in media racing around claim- 
ing that “my numbers are better than his or her num- 
bers” and “our percentages are better than their per- 
centages” etc., it just might make some sense to get 
back to basics. 


And perhaps the most basic thing in publishing is 
that advertisers of quality products and services do 
not buy numbers. They buy audiences, composed of 
people of quality, who are dedicated in a variety of 
ways and for various reasons to one publication or 
another. 


When we at the Review talk about our most important 
numbers, you can bet we're referring to the size and 
collective experience of our editorial staff. The people 


.. who, week after week, produce Asia's most highly re- 


garded and respected publication, 


With 46 editors and reporters and 11 specialist corres- 

-pondents, and scores of contributors, representing the 
largest, most highly qualified editorial staff of any 
publication in Asia, it's little wonder that when it 
comes to providing the best coverage of the region even 


bers others 
about! 








our fiercest competitors recognise the Review as the 
unchallenged leader. 


Another extremely important number we're very 
proud of is our over 80 percent subscriber renewal per- 
centage which we believe to be the highest in the re- 
gion. Extremely important because it reflects so clearly 
the loyalty and dedication of our readers, the over- 
whelming majority of whom come from the very top 
rung of Asia’s socio-economic ladder. 


So when advertisers buy space in the Review they do so 
knowing that they get something far beyond costs-per- 
thousand efficiency or mere numbers for numbers’ sake. 


They get editorial excellence of the highest order. They 
get consistency of readership by an audience of people, 
the total quality of which other publications in this mar- 
ket can only dream about! People who run the com- 
panies and countries of Asia. 


If you are an advertiser of quality products or services 
we'll happily deliver all the numbers you ask for. And 
when the numbers crunching is over and done with 
we'll give you something much more. A truly unique 
editorial environment to advertise in, created week 
after week by the best and largest editorial team in 
Asia. 


They are now and always will be our most important 
numbers ... 


T FarEastern Economic 





z APIV and ABRS Data available on request. 











HOTEL IN PERFECT HARMONY. 








Relax in the impressive lobby of the Shangri-La, Kuala Lumpur 
and you'll be soothed by the sounds of our resident string quartet. 
But the harmony doesn't end there. Throughout your stay with 
us you'll experience a service finely tuned to your every need, 
with superbly appointed rooms, four specialty restaurants, and 
even a fully-equipped health club. 

In Kuala Lumpur, where else but the Shangri-La could bring such 
music to your ears. 


IN KUALA LUMPUR WHERE ELSE BUT THE SHANGRI-LA 
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S Shangri-La hotel 


KUALA LUMPUR 






A SHANCRI-LA INTERNATIONAL HOTI 


⸗ 
Shangri-La Hotel, 11 Jalan Sultan Ismail, Kuala Lumpur 50744, Malaysia. Tel: (03) 232 2388 Telex: MA 3002 
Or Shangri-La International: * Hong Kong (5)242 367 © Singapore 335 3300 © Australia Std free (008) 222 445 * London (| 


e Tokvo (03)667 7744 € USA & Canada (SO 1457 5050 


Shangri-La Singapore. Shangri-La Kuala Lumpur. Shangri-La Bangkok (1956). Shangn-La Beijing (| 


The special quality of our bank can be expressed : 
in the balance sheet total (11,648 thousand million Swiss 
francs), net profit (39,351 million Swiss francs), 

payroll (1194 people) - end 1984 - or simply as: 
Established 1755. mem 





Or in words: the only figure that hasn't 
increased in proportion to our experience for 
the last 230 years is the date of foundation. 


Bank Leu X 


Bank Leu Ltd, the oldest Swiss bank, founded in 1755. 

Head office: Bahnhofstrasse 32, P. O. Box, CH-8022 Zurich, telephone (1) 219 11 11, telex 812 174, cable bankleu zurich. 

New York branch: 375 Park Avenue, Suite 310, New York, N.Y. 10 152, telephone (212) 418-0300, telex ( WUI) 666 924. 
Affiliated banks in Geneva, Basel and Nassau/Bahamas. Representative offices in Amman/Jordan and Tokyo (opening 1986). 








e SOUTH Korea's capital markets are 
far from autonomous, whichever way 
you look at them. Not only are they al- 
most completely out of bounds to for- 
eigners, they are highly susceptible to 
government influence in such areas as 
interest rates, and manipulation 
through such measures as loans to secu- 
rities-finance institutions to bolster sag- 
ging stock prices. Almost all bonds are 
guaranteed, and those guarantees must 
come from commercial banks, which 
are notorious for playing to tunes set by 
the Ministry of Finance (MoF), their 
former equity owners. 

No one really knows the inside story 
on any particular company, except that 
company's prime bank, which is directly 
answerable to the government. Getting 
companies to be more honest about 
themselves and taking the markets out 
of the hands of insiders is a major task 





which will require a fundamental 
change in attitudes as well as practices. 
The recent appearance of a credit-rating 
company in Seoul, the Korea Business 
Research & Information Inc. (KBRI), 
may be one step towards a better- 
informed market. 

Chang Jong Hyun, KBRT's energetic 
young senior vice-president, tells Shroff 
the idea of a South Korean rating firm 
came from Il Sakong, the chief econo- 
mic adviser to President Chun Doo 
Hwan. The idea also has strong backing 
from Minister of Finance Kim Mahn Je, 
along with the International Finance 
Corp. (IFC) — the World Bank's 
equity-financing arm. 

It was through the help of the IFC 
that KBRI first made contact with Fitch 
Investors Service Inc., a New York- 
based rating firm, which has shown a 
strong interest in supplying know-how 
in company analysis and possibly later 
becoming a shareholder in the venture. 
According to Chang, the IFC has said 
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that it, too, might invest in KBRI in the 
future. Such a move would be in keep- 
ing with the IFC's past South Korean in- 
vestments which are concentrated in the 
financial sector. 

The company was launched in Feb- 
ruary with a small capitalisation (Won 2 
billion or US$2.2 million) and en- 
thusiastic government blessings. South 
Korean short-term finance companies 
and merchant banks were required by 
the MoF to furnish the capital, and thev 
somewhat grudgingly complied. With 
their own credit departments and 
sources of information, the idea of pay- 
ing inexperienced outsiders to do the 
job had little appeal. 

When KBRI suggested in May that it 
should start rating companies for all 
loans made by the short-term finance 
companies, as well as all commercial 
paper (CP) issued, the offer was 
soundly rejected. Chang did not seem 
overly worried; as he put it: "Of course 
there is a tremendous amount of resist- 
ance, and in many ways the market is 
not ready for us — but we hope that as it 
matures, so will we, and we'll find a 
niche." 

For the moment, all sides have ag- 
reed that KBRI will give ratings on 
existing and potential CP issuers which 
the short-term houses will use as refer- 
ence. The other area where KBRI plans 
to play a major role in the future is non- 
guaranteed bonds. Non-guaranteed 
bonds are not common now, but are 
being encouraged as another source of 
capital for blue-chip borrowers. Ac- 
cording to Chang, KBRI and the MoF 
are still ironing out details on how rat- 
ings in this area would be managed. 

e IFSeoul's capital markets follow pat- 
terns set by Tokyo, there ts a place fora 
rating firm. Tokyo's rating firms, mod- 
elled on Wall Street, have grown with 
the liberalisation of capital markets. 
KBRI could well find itself with custom- 
ers among the large numbers of foreign 


banks lending to South Korean com- 
panies. 
Under the “national treatment" 


package for foreign banks unveiled last 
ear, foreign banks are required to start 
ending to small companies — 25% of 
their loans this year, and probably 35% 
(in line with levels required for local 
banks) next year. This has meant mov- 
ing into uncharted, riskier territory. 
The idea of a rating firm is so alien to 
the South Korean financial sector at this 
stage that some people are wondering 
how KBRI will be earning its keep. 
Chang hopes to use the knowledge that 
is accumulating as more firms are rated 
to act as a consultant for foreign com- 
panies looking for joint-venture 
partners in South Korea. He has been 
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talking with foreign consultants and in- 
formation companies about possible tie- T 
ups in this field. The MoF has indicated | 
its desire to use KBRI as a think-tank, f 
and negotiations are currently under- | 
way to have a World Bank-funded 
study carried out by KBRI staff. a 
e QUITE apart from the resistance it 
already faces within the financial sector, — 
KBRI will have an uphill struggle estab- - 
lishing itself as an objective source of — 
data on South Korean companies, who — 
go to great lengths to control the out- — 
flow of all information about them- - 
selves. In a typical company, the major .— 
shareholder is also the chairman, who | 
feels little responsibility to other share- | i 
holders, and does not worry about share 
prices because the law protects him 
from lightning takeovers. | 
Accounting practices in South Ko- | 
rean companies are considered good by |. 
developing-country standards, but still — 
leave much to be desired. In the case of — 
large conglomerates, for example, the — 
absence of consolidated accounts makes 
it possible to move money from com- 
pany to company without leaving a trace” 
in the books. Gauging the exact re- — 
lationships within a business group is 
difficult, because tax laws encourage — 
holding companies to hide the true ex- - 
tent of shares owned, usually by n" | 
f [ 
t 








them into the hands of individuals, such ~ 
as the family of the chairman. As Shroff 
heard it told by one accountant: "You — 
find an awful lot of brother and sister 7 
firms, but very few self-professed par- ~ 
ents.” | 

Daewoo last year published accounts ~ 
which came close to being consolidated, 
but were still not completely within in- 
ternational practice. As one banker — 
noted: “It was a first step towards con- — 
solidation, but still a host of questions — 
were left unanswered." From this year, - 
companies will be required to publish 
consolidated accounts, though this new | 
regulation will be implemented gradu- | 
ally over s ponian of years. ^ 
€ MEANWHILE, many are wonder- | 
ing when the MoF will announce thata | 
South Korean company will issue a con- 
vertible bond overseas, which, according 
to published liberalisation schedules, 
should occur by the end of the vear. An 
announcement was expected before the | 
World Bank/IMF annual meeting im 
Seoul early in October, but may have 
been slowed by the current furore over = 
trade-opening measures bein shed | 
by the US (REVIEW, 24 Oct. y. Hyundai T 
Motor Co. or one of the electronics- 
related branches of the Samsung Grou 
have been suggested as likely candi- 
dates, and Shroff expects an announce- 
ment from Samsung rather than Hyun- 
dai before long. 
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Anthony Rowley in Hongkong 

group of leading international 
banks, institutional investors and 
ncial foundations is expected to de- 
by the end of October to go ahead 
|a plan which would inject large 
of foreign investment into certain 
and other developing-country 


— 


d (EMGF ) could hele restore a bal- 
between foreign debt and equity in 
eloping countries. 

‘Imitated by the International Fi- 
nce Corp. (IFC), an arm of the Wash- 
gton-based World Bank, the proposal 
ra US-incorporated U S$50-60 million 
ised-end investment fund — to be 
substantially" expanded later — has 
cen under consideration. for. some 
ine, but discussions have now reached 
detailed and critical stage. 

‘The four European banks, four 
hajor US pension funds and financial 
undations, plus a US and a Japanese 
'stment institution involved are 
heduled to decide by the end of Oc- 
ober whether to commit funds to the 
lan. Six leading investment or mer- 
aant banks have come forward with of- 
ers to manage the scheme. It is expect- 
d that the fund will be operating by 
Aarch 1986. It should be listed on the 
ixembourg stock exchange and is like- 
to be expanded later to permit public 
articipation. — 

_Uhe fund is expected to invest ini- 
fly in at least half a dozen "emerging" 
ockmarkets which in Asia could in- 
de Malaysia, Thailand and South 
yea. India is another possible candi- 
€, depending upon the total number 
arkets finally selected. Outside the 
ist, the list from which selections 
be made include Mexico and 
(as well as Argentina and Chile) 
in America plus Greece and Jor- 
The heaviest weighting could well 
Asia. | 

' significance of the EMGF plan is 
it would mark the first meaningful 



































itions to make portfolio investments 
ess-developed countries. Up until 
4 

üch countries have come almost exclu- 
ively from multinational corporations 


w 


mercial banks making loans. 

., Just how important this transition 
ald be is evident from discussion 
pers prepared by the IFC on the 
GF. The papers also reveal some 
prising facts about how good the re- 
on certain developing country 


kmarkets. U Itimately. the plan to 


tment by major international in- 
foreign private capital flows to 


naking direct investments, and com- 


stocks have been in recent years - 


— 


the REVIEW there is a 


(even after taking account of such things 
as inflation and currency depreciation) 
— especially in Asian markets. 

“A pool of funds estimated at more 
than US$2 trillion and growing at about 
15% annually in nominal terms, forms 
the investable resources of pension 
funds, insurance companies, trust 
funds, 
companies based in the capital-export- 
ing countries," the IFC has estimated. 
Only the tiniest fraction of these is pre- 
sently going to less-developed stock- 
markets. 

The object is to use the EMGF to 
catalyse much bigger flows which, if the 
project takes off — as appears likely — 
could quite quickly grow to hundreds of 
millions of US dollars, and then billions, 
a year. 

The time is ripe for the launch of 
such a fund. A spokesman for one of the 
major US pension funds involved told 
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mutual funds and investment | 





expect this proportion t o grow to S0 Or 


US$50 billion) and by the end of the — 


century to around 15% of the total. 
“Since every additional 1% of US 
tax-exempt stock assets invested out- 
side the US represents USS6 billion in 
1985 dollars, the potential future impact 
on smaller world markets from these 
US institutional investments could be 
very substantial,"  Prudential-Bache 
noted. ; 

The problem at present, as one IFC 
executive expressed it to the REVIEW, is 
one of the supply of suitable stockmar- 
kets and stocks rather than one of de- 

mand. The point about an EMGF is that 
it could help considerablv in overcom- 
ing at least some of these problems. 
such as securing access to markets which 
are virtually closed at present, helping 
overcome fears in emerging markets 
about domination by any one major in- 
vestor — and securing essential tax and 
other reforms i impinging on iab in- 
vestment. 
The fact that so many markets are ef- 
fectively closed to foreign. investment at 
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“high probabil- 
ity" that the EMGF will go ahead. Its 
prospective launch comes at a time 
when US pension funds and other tax- 
exempt institutions are becoming much 
more international in their investment 
thinking and when they are looking for 
opportunities in new growth markets. 
They are especially interested in Asian 
stockmarkets. 


n executive of New York-based 

Prudential-Bache, one of the big- 
gest managers of foreign stocks and 
bonds i in the US, told the REVIEW that, 
so far as US institutional investment is 
concerned, "we expect that particular 
attention will be paid to the relatively 
newly industrialised countries such as 
Taiwan. Hongkong, Singapore, Malay- 
sia, Thailand, India, Indonesia and 


, China.” 


Prudential-Bache, which like 


an- 
| other major US securities group, Gold- 
man Sachs, is fast raising its invest-. 
ment profile in Asia | (REVIEW, 29 
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listed 

1984 





| equity investment in “emerging” 


“Compound total returns 
in USS terms 5 


: Degreeoft p 
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present — through diréct prohibition: on 


foreign purchases of securities, foreign- - 
exchange restrictions, high withholding . 


taxes, minimum holding periods. before 
redemption of shares and other regulat- 
ory provisions — explains why, accord- 
ing to the IFC, only five non- OECD 
countries have so far received signifi- 
cant foreign investment. These are 
Hongkong, Israel, Malaysia, Singapore 
and South Africa. 

The IFC estimates total foreign 
mar- 
kets (excluding Hongkong and Singa- 
pore) at around US$600 million with 
possibly a further US$50 million in- 
vested in developing country stocks 
listed on developed country stockmar- 
kets. Most of this money has flowed in 


being U S$150 million in Mexico via the 
Mexico Fund, US$140 million in South 
Korea through various Korea funds and 
some USS80; million i in Taiwan v via SEV- 
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through investment funds — the biggest | 
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foreign investment in developing coun- 
try stockmarkets at present represents 
less than 1% of their total capitalisation 
of around US$90 billion (which tn turn 
is less than 4% of the US$3 trillion 
capitalisation of developed-country 
markets). If foreign investors raised 
their aggregate investments to around 
USS! billion a year over the next four 
years they would still control only 5% of 
the emerging markets present capitali- 
sation. 

That capitalisation is expected to 
grow at around 20% a year — in 
line with historical trends. So, in order 
to attain the 5% stake, foreign institu- 
tions could increase their capital exports 
to US$2 billion a year. In fact, the IFC 
feels that US and other instututional in- 
vestors could aim to inject US$4 billion 
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Kuala Lumpur stock exchange: investment expected. 


a year into developing markets in order 
to reach “desirable” targets more 
uickly. For perspective, this is around 
ouble the US$2 billion or so a year of 
new money which US corporations have 
been investing directly in developing 
countries in recent years. 


he two obvious questions are: will de- 

veloping-country governments per- 
mit this, and will foreign investors find it 
attractive? IFC feels that the answer to 
both is ves. Debt to commercial banks is 
already heavy in developing countries 
and neither debtors nor creditors are 
anxious to see it increase. Dividend pay- 
ments over time are usually less than 
fixed-interest payment on debt, and can 
be reduced or terminated without pen- 
alty. Numerous governments will be 
happy to receive equity investment as 
an alternative to debt and the EMGF 
will be in a position to push for market- 
opening concessions to investors. 
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‘he IFC has compiled an emerging 
markets data base which shows that 
throughout the 1970s, double or triple- 
digit annual growth in market capitali- 
sation was realised in South Korea and 
Thailand, as well as in Argentina, 
Brazil, Chile, Mexico and Jordan. (The 
other countries in the data base are 
Greece, India and Zimbabwe.) This 
data base is currently being expanded to 
cover 20 countries. 

Such growth was well ahead of infla- 
tion and of growth in US and European 
stockmarkets. “Devaluation [of curren- 
cies] is normally compensated by high 
local-currency apprecanon sel stock 
prices]." says the IFC. It also claims that 
"accounting, auditing and disclosure 
standards in the 15 largest emerging 
stockmarkets are adequate and compar- 
able, in most cases, to European stand- 
ards.” 

Assuming that the sponsoring invest- 
ors approve the EMGF plan in principle 
by the end of October, a fund manager 
could be selected in November, formal 
incorporation and subscription could 
take place in January and the fund be 


eg G24 142 & 


, 
' 


THE NEW STRAITS TIMES MALAYSIA 





operational by next March, the IFC be- 
lieves. The EMGF would be a closed- 
end fund (which requires investors to 
encash shares through their sale to other 
investors rather than make a market in 
its own shares, as does an open-ended 
fund) though later it could be made 
open-ended. 

It would not invest more than 20% of 
its assets in any one country nor more 
than 5% in any one company. Initially 
the fund would probably select around 
25 companies from the 200 or so consi- 
dered "eligible" in the half dozen mar- 
kets favoured for investment. Up to a 
fifth of the fund's total assets could be 
invested in bonds, money-market and 
other instruments as well as equities. 
The fund would not gear up through 
borrowing. It would buy securities of 
developing-country companies listed on 
foreign stock exchanges as well as pur- 


chasing such securities in domestic mar- 


kets. o 
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TRADE 


A buyers’ 
market 


China signs up for Singapore’s 
petrochemical by-products 





By V. G. Kulkarni in Singapore 

ingapore has been assured of a 

major market for its petrochemical 
products under a two-year deal signed 
with China in mid-October. Although 
the quantities involved have not been 
revealed, Hideo Maki, the managing di- 
rector of The Polyolefin Co. (TPC). a 
downstream plant of Singapore's S$2 
billion (US$936.8 million) petrochemi- 
cal complex, said that China would buy 
about 30% of TPC's output of low den- 
sity polyethylene (LDPE) and poly- 
pr (PP). 

PC, which became operational at 
the beginning of last year, is estimated 
to be producing about 135,000 tonnes of 
LDPE and 115,000 tonnes of PP this 
year, or about 15% more than its de- 
signed capacity. China has been lifting 
about 30% of TPC’s output of these two 
products since last year on short-term 
arrangements every quarter. Thus, the 
new two-year contract signed by 
China's Sinochem Corp., running to 
September 1987, does not increase 
China's purchases substantially, but 
guarantees they will continue. 

The contract, which had been under 
negotiation for some time between 
Sinochem and TPC, was finalised after 
Singapore's Prime Minister Lee. Kuan 
Yew visited China in September and 
brought up the issue with authorities in 
Peking. 

The value of the contract, based on 
current prices, is put at about S$100 mil- 
lion annually by TPC officials. How- 
ever, prices for shipments under the 
contract are to be negotiated every 
quarter. Product prices have firmed 
considerably in recent months due to 
temporary closures of some West Euro- 
pean plants, caused by fires and other 
accidents, Industry sources say that by 
next year, the West European plants 
should be back in operation and the 
Middle Eastern products should be 
flooding regional markets. 

The West European petrochemicals 
industry is estimated to have 20% ëx- 
cess capacity and is itself threatened 
with increased exports from the Middle 
East. The EEC has been negotiating 
with the Gulf Cooperation Council for 
some form of voluntary restraint on the 
Gulf's exports to Europe. Eventually, 
the surplus from Western Europe and 
the Gulf will likely depress the prices of 
products in Southeast Asia as well, thus 
undercutting the value of Singapore s 
LDPE and PP exports to China o 
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A basket-case can still 
| offer rich opportunities 








f -,... | Observers of the Philip- 
+ {4 — pine scene should be 
careful to distinguish 
between the short-term 
outlook for the Philip- 
ine economy and the 
ong-term potential for 
| —— peo itable investments. 
fe m here is no question 
| that most of the top 1,000 firms which 
| have benefited from tapping the Philip- 
4 i market during the past 20 years will 
| be facing bleak sales prospects for the 
] next three to five years. But those 
| whose investment horizon goes beyond 
| five years can still find attractive returns 
| in a number of agribusiness areas (such 
—] as cocoa, rubber, priwes, shrimps, tro- 
Xi pical fruits) and labour-intensive export 
fil po (such as garments, furniture, 
—| houseware and giftware and semicon- 
| ductors). 
| First, let us examine the short-term 
“d pepet: The glib rationalisations of 
| President Ferdinand Marcos cannot 
x! basket case of the Asia-Pacific in 1985. 
—] As its neighbouring East Asian coun- 
| tries continue to expand at average 
- | gross national product growth rates of 4- 
| 6%, the Philippine economy is expected 
«| to register a GNP decline of 3%, after 
an unprecedented fall of 5.6% in 1984. 
. Although price increases have been de- 
- celerating in recent months, the average 
| inflation for the whole year of 1985 
—] would still be 25%, in contrast to the 
| single-digit rate projected for every 
—]| East Asian country, including In- 
—] donesia. The unemployment rate of 
15% and underemployment rate of 
more than 40% are also the highest in 
the region. 
The slowdown of export markets and 
the foreign-debt crisis cannot fully ex- 
plain the continuing economic crisis in 
| the Philippines. Other countries in the 
WT region — for example, the newly indus- 
—] trialising countries (NICs) — are even 
— | more dependent on exports to the in- 
— | dustrialised countries. The foreign-debt 
figures for South Korea (US$45.3 bil- 
_ | Hon) and Indonesia (US$32.5 
= | billion) are much larger than 
that of the Philippines (US$25.4 
billion). The serious deteriora- 
. | tion of the Philippine economy 
= | during the past two years can be 
e mainly attributed to the harm- 
—] ful effects of political interfer- 
—] ences on the workings of a mar- 
ket economy during the 20 
years that Marcos has governed 
the country. 
Contrary to what Marcos 
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thinks, not very many Filipinos find 
fault in his technocrats. With the excep- 
tion of 11 major industrial projects 
which have been cancelled, most of the 
economic policies that have been in 
place since the mid-1970s are the right 
ones. Agricultural productivity has 
been assigned the highest priority. Rice 
self-sufficiency was finally attained in 
1977. Recent shortages are principally 
due to the drought of 1982. The export 
programme now focuses on the labour- 
intensive industries which catapulted 
the NICs to high levels of economic 
growth in the 1960s and 1970s. There is 
an avowed policy of removing price- 
control ceilings for such basic com- 
modities as rice, corn and livestock to 
encourage the farmers to produce more. 

Thus, the Marcos years have not 
been entirely devoid of notable ac- 
complishments that have contributed to 
establishing a firm foundation for long- 
term growth, once investors’ confidence 
is regained. The infrastructure for an 
agricultural-productivity drive has been 
laid. What m been accomplished in 
rice can be duplicated in other crops. 
The non-traditional exports, such as 
semiconductors, garments and wood 
products, now account for more than 
60% of total exports (up from less than 
10% in 1972). Especially during the sec- 
ond half of the 19705. the growth rates in 
the export of these light manufactures 
accelerated to 30-40% a year (com- 
pared to 10-15% for the traditional 
items such as sugar, coconut and cop- 
per). 
Lastly, the Philippine economy has 
managed to significantly reduce its de- 
pendence on imported oil from more 
than 90% of total energy requirements 
before 1972 to about 50% in the early 
1980s. All these are permanent legacies 
of the Marcos years and can serve as a 
solid footing for renewed growth in the 
next decade. 

Unfortunately, however, the excess- 
es of crony capitalism and other forms 
of political patronage have led to mas- 
sive misallocation of scarce capital and 


president of 
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ness. He obtained his Ph.D. in Eco- 
nomics from Harvard University. 


thus largely have negated the ac- 
complishments enumerated above. Up 
to 1976, most economic decisions at the 
national level were based on rational 
economic criteria. But because of à shift 
in the composition of the inner circle in- 
fluencing investment decisions after 
1976 (with Marcos' cronies assuming al- 
most full control) the past eight to nine 
years have seen billions of pesos going 
to many ill-conceived projects that were 
funded by loans from such government 
institutions as the Philippine National 
Bank or Development Bank of the 
Philippines, or from international in- 
stitutions that asked for government 
guarantees. 

These well-connected entrepreneurs 
were encouraged by such easy access to 
credit to ráshiby pursue business-diver- 
sification strategies into industrial sec- 
tors in which they had no demonstrated 
competence. Most of these capital-in- 
tensive projects that failed are now the 
non-performing accounts that have 
been dumped onto the laps of govern- 
ment financial institutions or state cor- 
porations. Huge amounts of the loans to 
these "lemon industries" have been 
converted into government equity par- 
ticipation. 


T. year 1977 was also the beginning 
of an alarming trend which saw pub- 
lic capital outlay being increasingly di- 
verted away from the generally produc- 
tive public-works expenditures, such as 
those ingrrigation, roads, STORES and 
energy projects, towards five-star 
hotels, luxurious government offices 
and the multiple projects of the ex- 
travagant first lady Imelda Marcos, who 
as the governor of Metro-Manila and 
minister of human settlements, chan- 
nelled massive funds into housing and 
other social projects of dubious produc- 
tivity. 

A macroeconomic indicator that is à 
tell-tale sign of the massive misalloca- 
tion of capital during the second half of 
the 1970s was the increase in the na- 
tional incremental capital-output ratio 
from about 4:1 in the early 1970s to 10:1 
in the early 1980s. In other words, the 
productivity of capital dropped precipit- 
ously during the later years of the mar- 
tial-íaw regime. It is also highly proba- 
ble that such a deterioration in the pro- 
ductivity of capital can be partly 
explained by the clandestine 
methods used by some of the 
cronies to send out part of their 
wealth for investments in real 
estate and other assets abroad. 

It was also during the last 
years of the 1970s when a great 
deal of damage to the agricul- 
tural sector was inflicted by the 
monopolisation of sugar, coco- 
nut and grain marketing. 
Through the monopoly power 
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state or para- 
boards wittingly or unwittingly eroded 
the purchasing power of the nation's 
farmers by either gross incompetence in 
the distribution of these basic com- 
modities or deliberate schemes to use 
the profits to enlarge private for- 
tunes or to pursue political objec- 
tives. 

The dismantling of these agricultural 
monopolies has been one of the 
strongest conditions from the IMF, 
World Bank, and other lending institu- 
tions during the recent debt-reschedul- 
ing talks. Unfortunately. the political 
clout given by the control of these 
strategic sectors (coconut alone affects 
the lives of 18 million Filipinos) has 
motivated Marcos to merely apply 
cosmetic reforms in these industries, 
with the cronies still firmly in control of 
farmers’ incomes and prices of the com- 
modities. 

Because of the way Marcos is still 
playing games with those seeking legiti- 
mate reforms, there will be limited pros- 
pects for a resurgence of investors’ and 





creditors’ confidence unless there is a 
change in leadership. Businessmen are 
understandably uncomfortable in an en- 
vironment dominated by a head of state 
who is more interested in staying in 
power at any cost and who is willing to 
grant reforms only to the extent that he 
no longer has any choice. 


Fo the really entrepreneurial invest- 
or, however, the Philippines con- 
tinues to be an attractive place for in- 
vestment. He realises that the country is 
not about to explode like a Nicaragua or 
an Iran. Marcos has introduced a mini- 
mum of reforms to diffuse an otherwise 
explosive situation: the mass media is 
relatively free; the technocrats are al- 
lowed greater freedom in complying with 
IMF conditions for the stabilisation pro- 
gramme (the monetary authorities have 
done a superlative job in stabilising 
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and pressures from the US y 
leading to reforms in the military. There 
is enough reason to hope that the next 
elections — whether snap or regular — 
will be conducted at least as democrati- 
cally as the May 1984 parliamentary 
elections, in which close to a third of 
those elected belonged to the opposi- 
tion. 

As à people, the Filipinos have cer- 
tain safety valves that prevent violent 
upheavals. First, like other Third World 
countries with a wide entrepreneurial 
base, the underground economy is 
booming, giving numerous families 
precious opportunities to supplement 
their meagre incomes. Then, there is 
the extended-family system which acts 
as the insurance scheme to many un- 
employed or underemployed individu- 
als who can always depend on relatives 
during times of crisis. Finally, the 
exodus of Filipino workers to foreign 
lands to seek employment continues un- 
abated. 

There are about 2 million Filipinos 
working in the Middle East, the Asia- 
Pacific region, Africa and the 
OECD countries in manufac- 
turing and service industries. 
These overseas workers earn an 
estimated US$2 billion annual- 
ly, most of which is ultimately 
repatriated to their relatives at 
home, whether through the of- 
ficial banking system or the 
kerb market. 

In the final analysis, it is the 
human-resource base of the 
Philippines that should be the 
foundation for optimism over 
the long run. There are very few 
countries in the Third World 
which have the educated man- 
power of the Philippines. As 
a result of four decades of 
US colonisation, the country 
has been gifted with a relative- 
ly advanced system of educa- 
tion. 

In the 1960s, the Philippines 
was next only to the US in the ratio of 
those in tertiary education to the popu- 
lation aged 20-24. In 1981, despite some 
deterioration in its educational system, 
the Philippines still ranked highest in 
this ratio (26%) within East Asia and 
surpassed even such  industrialised 
countries as Britain (20% ) and Switzer- 
land (18%). Latest figures show that 
with 1.6 million students at the tertiary 
level, the Philippines is surpassed only 
by Japan in the Asia-Pacific region in 
the absolute number of university stu- 
dents. 

Because of the wide reach of tertiary 
education, the Philippines has a large 
pool of teachable manpower that, under 
appropriate management, can be as 
productive as their counterparts in more 
developed countries, while receiving 
salaries or wages that are a third to a 
quarter of those prevailing in such NICs 
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South Korea, "Taiwan, Hc rKong 
and Singapore. Only Indonesia and Sri. 
Lanka have wages lower than those in ` 
the Philippines, but these two labour- 
surplus countries are very short of Eng- 
lish-speaking, white-collar workers who ~ 
are increasingly needed in the hi-tech 7 
manufacturing and service industries 7 
being put up in the Asia-Pacific re- mii 
gion, " 
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Iso attracting long-term investors. | 

are the resource-based industriesin ~ 
the Philippines. Some Malaysian com- 
panies have found many parts of Min- P 
danao to be one of the best regions in d 
the world to grow cocoa and are thusex- 
panding their hectarage even in the 
midst of communist insurgency. Rubber 
grown by smallholders can also promise ` 
high dividends because of the relatively 
abundant labour, in contrast with the © 
Strategy of the Malaysians to phase out 
rubber plantations because of serious 1 
labour shortages. Some South Korean ` 
and Taiwanese investors are busy exa- 
mining possible joint ventures in wood 
processing, corn farming. shrimp and 
prawn culture and orchards. 1 

Agriculture will be the fastest-grow-- 
ing sector for the rest of the century, 7 
The decades-old biases against agricul- | 
tural development have been removed. 7 
Most international agencies giving aid | 
to the country are focusing on agricul- d 


€ In the final analysis, it is the 
human-resource base of the 


Philippines that should be the 
foundation for optimism over 
the long run. ? 





tural and rural development. The fly in J 
the ointment is the increasing strength — 
of the communist New People's Army p 
(NPA), precisely in the regions where d 
agriculture has the brightest prospects. 
But there are sufficient reforms in the < 
military and in policies affecting farm- f 
ers’ incomes as a result of the external 7 
and internal pressures on Marcos to 
offset the NPA threat. With a more pro- | 
fessional military and higher incomes T 
for coconut, rice and corn farmers, the P 
12-15,000-strong NPA rebels can be P 
kept under control. | 
The Philippines has more than ‘ts 
normal share of risks and uncertainties 
mainly because of a crisis in political P 
Icadership. The investor who considers 
a highly educated manpower as the ulti- 19 
mate resource, however, can still take a 
calculated risk that the Filipinos will be 79 
able to overcome the political obstacles 
to economic development. Despite the 
far-from-ideal political climate that now 
prevails in the Philippines, there are 
both short- and long-term opportunities 
for making money in some selected in- 
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dustries in this Southeast Asian ar- 
chipelago. oO 
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amish McDonald in Suva... 
fter 15 years of independence, Fiji is 
being urged to reduce its depen- 
€ on sugar — while getting con- 
ictory advice about the economic 
uit should adopt: keeping its young 
ople home on the village farms, or 
g them in factories to produce for 
pening markets of the Pacific Rim. 
country's economic concerns 
eeper than the vicious cyclones 
^h Minister for Economic Planning 
Stinson says "can each cost us 2% 
ross domestic product] if it hits in 
right spot." Terms of trade have 
tantially worsened in recent vears 
a country whose main visible exports 
sugar, copra, gold, timber and fish 
eading to a wide trade deficit be- 
y exports of F$233 million 
$$211.8 million) and imports of 
407 million in calendar 1984. 
his has been compensated, except 
d cyclone years like 1983, by a 
rplus in invisibles, chiefly from 
rowth averaging some 15% a year in 
sm receipts. These totalled F$155 
lion in 1984, and can be expected to 
row a little this year. Despite a 5% fall 
the first half because of cyclones, full- 
ear tourist arrivals are expected to be 
ut the same as last vear's 231,000. 
Fiji finished a fairly normal year in 
4 with a current-account deficit of 
























































ü— —— ——— — — — — — — — — — — — — 


vhat appears a preparation for in- 
'ndence in New Caledonia as well 
mmercial strategy, the French 
ent has transferred the mines 
melting works of state-owned 
é le Nickel (SLN) to a newly 
d SLN subsidiary domiciled in the 
acific territory. — 

The local company will thus own 
ost of the group’s assets, and employ 







































nthe SLN name. established in world 
tal markets for decades — while the 
h parent will look for a new name, 
orporating “SLN” somewhere. It 





lems limit Fiji’s diversification efforts 


> Nickel goes local 


Caledonia's biggest miner gets a new facade 


| Since the collapse of New Caledonia 


ost of its 2,600 staff at the massive | 
smelter on the outskirts of the terri- 
v's capital, Noumea. It will also re- 


ontinue .to own and run the SLN - 


finery at Le Havre in France, |. The restructuring has | 








balance-of-payments position of any 
South Pacific state. External govern- 
ment debt of F$169.6 million in mid- 
1985 is easily managed, with Fiji's debt- 
service ratio in a comfortable’ 12-13% 
bracket. "m 
Long-term contracts for sugar and 
the commissioning of a big hydroclec- 
tric scheme on Vitu Levu (which cut the 
oil-import bill by 2095 in 1984) have 
eased Fiji through difficult times, but 
the country's leaders are cautious. “I 
see an on-going fragility in our external 
sector in coming years," said Reserve 
Bank of Fiji governor Siwa Siwatibau. 
Like many senior officials, the cen- 
tral bank chief also points out that Fiji’s 
growth rate has slumped since its fortu- 
nate first decade of independence. The 
economy grew at an average 4.6% in 
real terms over 1970-78, but slowed to 
1.9% a year during 1979-84. With GDP 
growth likely to be less than 2% this 
year, the latest five-year development 
plan (1981-85) has fallen dismally short 
of the targeted 4.7% average annual 
growth. At about the same time, a de- 
clining birth rate turned around; after 
falling to 2% a year in the late 1970s, it 
has risen again to about 2.276 so that per 
capita GDP (F$1,794 in 1984) has been 
falling in real terms. | 
More than 50% of the 700,000 popu- 
lation is less than 21 years old — mean- 
ing the workforce is growing faster than 








and provide marketing and technical 
services. The parent also retains the ac- 
cumulated SLN debt of Ffr 900 million 
(US$110 million). I 

This may mean the local subsidiary, 
which was formally born on 1 Sep- 


cane cutters) rather than 





tember, will promptly become a major 
contributor to the territorv's budget. 
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famous nickel boom a decade ago, 
French Government subsidies have 


compensated for the virtual absence of 





calendar 1985. this, compensation is 
Communauté Française du Pacifiq 
Franc (CFP) 3.64 billion (US$24.7 m 


CFP 30.63 billion. 


| corporate tax paid locally by SLN. In 


| | 7 mil- |: 
lion), or nearly 12 % of total receipts SER 
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work in the vil- 
lage subsistence economy. Job«sharing 
s has been dis- 











freeze. since 
November. PAP 
Unemployment has risen from the 
6% or so of the 1970s to more than 10% 
as a result of the slow. growth. One 
symptom is a rising crime rate in the 
capital, Suva, among Fijian youths. for 
which the Melanesian world's other 
city, Port Moresby, sets an ominous 
precedent. | 


A dvice to the government of Prime 
P Minister Ratu Sir Kamisese Mara 
has come from two camps. A report 
commissioned from the Institute of Deve- 
lopment Studies at Britain's Sussex Uni- 
versity argued strongly for policies to 
channel new. workforce members into 
the village economy, while pointing to a 
continuing need for emigratión. These 
recommendations are made partly with 
an eye to lessening social disruption, but 
also in the belief that Fiji's capacity to 
generate manufacturing jobs is limited 
by low, productivity and a lack of local 
inputs. 

Fiji's inherent limits are also widely 
cited by officials as the reason Fiji has 
let its.currency ride up by about 11% 
against that of Australia (which supplies 
about.38% of Fiji's imports and 43% of 
its tourists). The domestic economy is 
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sented in the context of a trimming op- 


eration in progress for. the. past. two 











more economic smelting units 

duced (REVIEW, 13 Dec. '84). SLN 
said the new organisation is “better 
adapted to the management conditions 
of companies operating on an interna- 
tional level." It gave flexibility to handle 
differing social conditions and fiscal re- 
gimes in France and New Caledonia, 
and handed more responsibility to the 
Noumea company. 
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Fish market: contradictory advice. 


not in a position to respond to the com- 
petitive push of a devaluation. And 
while the payments balance has been 
worsened by keeping a strongish Fiji 
dollar, it has helped reduce inflation 
from last year's 4% to 2.5% or so. 

The Sussex University team did see 
tourism as a job-generator, but like 
other sources of advice, suggested that 
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the level of imported inputs to the in- | 


dustry be lowered. Few would disagree 
with this, but the main priority is to gen- 
erate another round of hotel construc- 


Societe Nationale Elf Aquitaine (15%). 
No proposal has been announced to di- 
vest equity in the New Caledonia com- 
pany, though the Kanak leader Jean- 
arie Tjibaou has said an independent 
state would negotiate for gradual as- 
sumption of equity (REVIEW, 10 Oct. ). 
Separate results for the two firms will be 
published for the first time around April 
1986. 
Export figures for the first half of 


Street riots: mining hobbled. 
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Hon. Stinson said Fiji 
needed an extra 500-800 
hotel rooms a year to add 
to the present stock of 
about 4,000 rooms, and 
needed to improve the 
quality of accommoda- 
Lion. 

Fiji is also advised by 
international agencies to 
take the plunge into man- 
ufacturing as the op- 
portunities occur. With 
the Sparteca (South Paci- 
fic Regional Trade and 
Economic Cooperation 
Agreement) giving South 
Pacific Forum countries 
access to the Australian 
and New Zealand mar- 
kets for all but a handful 
of sensitive items (gar- 
ments the most prob- 
lematic) Fiji has become a 

lausible manufacturing 

ase for the Australasian 
countries — if not further 
afield. Stinson points out 
that wage rates for factory 
hands are in the F$0,90- 
1.50 range compared with 
perhaps A$13.50 (US$9.50) an hour in 
Australia — though productivity differ- 
ences are also wide. 

One of the first candidates is the 
Adelaide-based | manufacturer Light- 
burn and Co., which is setting up a fac- 
tory in Fiji to make washing machines, 
wheelbarrows and cement mixers. The 
more sophisticated components will be 
made in a robotised plant in Adelaide, 
and shipped to Fiji for labour-intensive 
work which will account for 50-60% of 
finished cost. ü 
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1985, meanwhile, show nickel as the 
only bright spot in an economy hobbled 
by political unrest. 

The territory shipped 21,917 tonnes 
of nickel metal (in maite and ferronickel 
form), as against 17,825 tonnes a year 
earlier. Value was up from CFP 13 bil- 
lion to CFP 16.3 billion. Exports of nic- 
kel ore — from SLN and the petits 
minieres (small mining firms) — rose 
from 650,851 tonnes to 704,800 tonnes, 
with value up from CFP 
1.96 billion to CFP 2.67 
billion. For the full 1985 
year, SLN is confident of 
nickel sales close to maxi- 


tonnes, up more than 
20% on last year. The sec- 
ond-ranking mineral ex- 
port, chrome ore, also 
fetched higher prices. 
The territory's trade 
balance deteriorated, 
however. The French 
monetary authority for 
Overseas territories, the 
Institut d'Emission 





— — — — — — — — 





mum output at 43-45 000 | 





A sweeter 
export picture 


Ce with most sugar- 
producing countries, Fiji is for- 
tunate. Because of its small size and 
political pull as a conservative, pro- 
Western focus for the South Pacific 
island states, it is still being offered 
favourable access quotas in a des- 
perate world sugar market. 

Earlier this year, Fiji signed a 
new 60,000-tonne-a-year long-term 
agreement with New Zealand. And 
during his Pacific tour in April, 
Chinese Communist Party General 
Secretary Hu Yaobang offered a 
45 ,000-tonne-a-year import quota, 
at what Fiji Sugar Marketing Co. 
managing director John May calls 
"world market-plus" prices. 

Fiji's biggest embarrassment 
this vear is that it is unable to fill all 
its quotas because of damage 
caused bv a string of cyclones that 
hit the main sugar-producing areas 
on the northwest of Viti Levu is- 
land. “It has had a much more seri- 
ous impact on the crop than we 
realised at the time," May said. _ 

The amount of sugar available 
for export has been progressively 
scaled down, from 407,000 tonnes 
early in the year to 380,000 tonnes 
at mid-vear, to the latest estimate 
of 330,000 tonnes — which would 
be down 13% on 1984 and the low- 
est level in more than five years. 

May said the total shortfall 
would be *about 20,000 tonnes," 
for which the exporter is negotiat- 
ing carry-over agreements with im- 
porting countries. Most of the 
shortfall, it seems, is hitting the 
New Zealand quota while the Fi- 
jians service their most valuable 
market — Britain, which takes all 
Fijs 170,000-tonne quota under 
the Lomé agreement of the EE.C — 
and their Asian customers (China, 
Malaysia, Singapore and Japan). 

The Lomé agreement gives Fiji 
à price based on the EEC domestic 
sugar price, which at around 15 US 
cents a Ib, is some three times the 
current world-market price. Fiji's 
other agreements currently vield 
prices lower than the European 
price but far above world prices. 

The recent rise in the world 
price, and the fact that all exports 
are within concessional quotas, has 
raised the average price received. 
Despite the lower tonnage shipped, 
receipts from sugar exports. this 
year should be about the same as 
last year’s F$110 million (US$100 
million), which was 47% of ex- 
ports. — Hamish McDonald 
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from CFP nihon a y 
27% rise in imports outs 
gain in exports. - 
ourism, the main contributor to in- 
bles (apart from French subsidies 
salary payments), has also plum- 
d with nearly a year of sporadic 
ce between pro-independence 
s and “loyalist” settlers. Arrivals 
% in the first half. 

he business community has eked 
its activities with the help of a 
e-down from the mining sector and 
,000-some gendarmes billeted in 
rritory. Commercial activity is al- 
ntirely in the hands of Noumea- 
d companies. In the past 20 vears, 
sector has broadened. “The time 
inished when three or four families 
'olled the territory," said one offi- 
ut the list of major houses still 
ly to a dozen firms, all controlled 
lies of French settlers apart from 
nterprises owned by Vietnamese 











































e biggest group is still Etablisse- 
rents Ballande founded in 1883, 
tive in retailing. shipping and 
'doring, mining, coffee milling and 
le-raising. Gross turnover was CFP 
2 billion in 1984 compared with CFP 

billion in 1983, with net profit down 
FP 512 million (from CFP 527 mil- 
Chairman and managing director 
s Ballande, 34, said the past 10 
ths had been difficult for New 
onia business. though higher ac- 
at SLN and military spending has 
pensated in part for the tourism 

H. var 
» far only one prominent Noumea 
'ssman has openly embraced the 
pendence cause, and his experi- 
hardly encourage others to come 
rd. This is Gaspard Ravel, who 
and runs. the Sofrana transport 
In September, he was forced out 
position as managing director of 
edonie. International, owned by 
torial. government (then con- 
by Rassemblement pour la 
onie dans la Republique the 
anti-independence party) and 
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NZ$62.17m 
(US$36.6m) 
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Y30June | A$105m | 
(US$74.1m) © 
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Japan moves to cut prot 








By Bruce Roscoe in Tokyo — 
apan's Ministry of International 
Trade and Industry (Miti) is finally 

drawing the curtains on a grossly ineffi- 

cient aluminium industry Ww 
come to symbolise Japanese. protec- 
tionism at its worst. Because aluminium 








was regarded as a strategic industry. jus- 


tifying a high level of domestic produc- 

tion to imports, it has enjoyed cheap 

money and tariff protection. — | 
Acting largely under pressure from 


the US — the type of pressure: that the 


ministry has been waiting for to use as 
an excuse to do what it has wanted to do 
for some time — Miti officials have 





- 


will have to be dismantled. 0. 

They have also said that the tariff on 
imports of finished aluminium products 
faces a reduction of around 2095, and 
that tariff breaks for offshore da 
panese production are likely to-be stop- 
ped. 

These measures are certain to result 
in an expanded market for aluminium 
imports from Indonesia, . Australia, 
New Zealand and the US, and thus take 
the heat out of à simmering trade dis- 
pute. 

In late September. the administra- 
tion of President Reagan. anxious to im- 
press upon the US Congress that it was 
effectively arguing the US case for mar- 
ket access. announced that it intended 
to scrutinise Japan's aluminium trade 
for evidences of practices that could be 
ruled unfair under Section 301 of the 
1974 Trade Act. Alcoa, the biggest US 
aluminium producer, also is plan- 
ning action against Japan under the 
same act. MEE 

Although Japan's aluminium smelt- 
ing is just a shadow of its former self. it is 
a big, clumsy, costly shadow. Because 
of high electricity costs, Japanese refin- 
ers’ ingot production cost is about 
* 460,000. (US$2,984) a tonne. That 
compares with a world average fob price 
of *320,000 a tonne. The cif price for 
Japan's 1984 ingot imports was only 
3 344,248 a tonne. 
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told - 
the industry that the national stockpile | 


Japan has moved to cut production, 


ection for its aluminium industry - 
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but tariff regulations. appear to have 
been framed to favour imports of ingots 


produced by foreign smelters in which 


hich has | 


pation. That is one bone of contention 
the US is picking. S 
^ Under a Miti-guided industrial-re- 


Japanese refineries have equity partici- 


-structuring programme, Japanese ingot 


; . [Extraordinary 





production was cut from the 1.05 mil- 
lion tonnes produced in 1978 to 286,728 
tonnes in 1984. Over the same period 
imports rose from 674,050 tonnes to 
1,05 million tonnes. 

As compensation for the reduced 
production, Japanese aluminium smelt- 
ers have been allowed to import ingots 
in a volume corresponding to their indi- 
vidual production cuts and at. a. tariff 
rate of only 1%. That represents sav- 
ings for the smelters of about ¥10 bil- 
lion. The standard tariff is 9%. This 
vear, 450,000 tonnes of ingots are ex- 
pected to be imported at the 1% tariff 
rate. 


ost if not all of these preferen- 
tially treated imports are sourced 
from overseas smelters in which Japan's 
big five smelting companies — Showa 
Light Metals, Mitsubishi Light Metals, 
Mitsubishi Metals, Sumitomo Alumin- 
ium and Nippon Light Metal — hold 
equity. | 
Mitis decision to sell the national 
aluminium stockpile back to the smelt- 
ers — a move the smelters unsuccess- 
fully resisted — should force further 
production cuts. The stockpile, begun 
in 1976, has mounted to 116,000 tonnes. 
Miti intends to raise about 51,6 bil- 
lion from the sale, which is expected 
to weaken the smelters’ financial posi- 
HOM... 1v | AE | 
Although the ministry has not set a 
date. for scrapping the discriminatory 
tarrif structure, it has told the industry it 
cannot continue much longer. It has 
also announced plans to cut the tariff on 
manufactured-aluminium products: by 
about 2095, which would bring it down 
to 9.295, almost in line with the ingot 
duty. — ü 





loss of NZ$599,000 compared with NZ$6:5m | 











FINANCE 


In whose interest? | 


Competition for depositors in Hongkong is out, it seems 


By Philip Bowring in Hongkong 
ongkong authorities are still tryin 
to late the wrong side of ban 
balance-sheets, effectively  curtailin 
competition — allegedly in the name o 
protection of depositors. 

The issue has surfaced as a result of 

public criticism by the normally sure- 
ooted Banking — obert 
Fell of a scheme to attract depositors an- 
nounced by RNB Finance, a deposit- 
taking subsidiary of Republic National 
Bank, of New York. The Hongkong 
branch of the bank had initially pro- 
—8* a scheme to offer gold coins and 
sets as a signature bonus for term 
deposits above a certain size. Informed 
of the proposal, Fell referred it to the 
Hongkong Association of Banks 
(HKAB ). which runs the local interest- 
rate cartel. 

They ruled against it. So the scheme 
was reintroduced by the bank's deposit- 
taking company (DTC) subsidiary, 
which is not subject to the cartel. An ad- 
vertising campaign was launched which 
stated the actual interest paid by RNB 
and the equivalent rate grossed up to in- 
clude the retail value of the bonus. Indi- 
cated rates of return including the bonus 
were 1-1.5 percentage points above 
those offered by competing DTCs. 

Fell took the occasion of a report 
that this scheme had been approved by 
his office to issue a denunciation and a 
threat. He said: "Depositors should ask 
themselves why someone was willing to 
offer extra inducements to get my depo- 
sit" — implying that competition was 
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somehow suspect or even that RNB 
needed the money so badly it had to 
offer extra inducements to depositors — 
an insinuation which could be defamat- 
ory of the bank. He added insult to in- 
jury with an inappropriate attempt at 
frivolity: “Father Christmas only comes 
on 25 December and banks are closed 
on that day." 

He also released a letter to RNB say- 
ing that he would prefer to see competi- 
tion through "normal" interest-rate 
mechanisms. And while admitting that 
at present he had no legal power to stop 
the scheme, he said the DTC ordinance 
was being reviewed and might include 

wer to ban such schemes if they were 
judged misleading. 


he opposition to gift inducements 
to depositors appeared to stem from 
a distaste for such flashy American-style 
methods. But it seemed more emotional 
than logical. To say that competition 
should be through easily understood in- 
terest-rate differences was remarkable 
from a man who presides over a bank 
cartel which specifically prevents in- 
terest-rate competition for depositors 
with less than HK$500,000 (US$64, 100) 
to their name. 

It was also hard to see why an at- 
tempt to reduce the spreads prevailing 
in Hongkong's domestic financial sector 
— spreads sometimes described as more 
appropriate to rural banking in a de- 
veloping country than to a highly com- 
petitive city state — should be regarded 
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with such suspicion. Fell's job is to pro- 
tect depositors by ensuring that finan- 
cial institutions are soundly run, not 
prevent depositors from receiving com- 
petitive offers for their money. 

Caution might be understandable if 
RNB were one of the numerous DTC 
bucket shops over whose regulation Fell 
presides and they were making the offer 
to fund a dodgy loan book. But RNB isa 
subsidiary of a very large bank which 
was recently rated strongest bank in the 
US in a consultant's study of the short- 
term financial strength of 450 US banks. 
The bank was, ironically, a loser from 
the 1982 collapse of Dollar Credit 
whose involvement in huge cheque-kit- 
ing operations had for years gone un- 
noticed by Hongkong's regulatory au- 
thorities (REVIEW, 24 Oct. ). 

The concern to prevent advertising 
of deposit-attracting schemes contrasts 
with the total lack of Arar wim of offers 
on TV and in the newspapers of un- 
secured loans to all and sundry, without 
any indication of interest rates charged. 
This official discouragement of thrift 
and encouragement of borrowing would 
seem just the mentality that got Hong- 
kong into its last banking crisis. Perhaps 
Fell should be looking at why other 
banks and DTCs need big spreads to 
offset the depredations of bad loan 
portfolios. No bank or DTC in Hong- 
kong has failed because its margins were 
squeezed. All were victims of poor as- 
sets, fraud, or both. 

The underlying reason for hostility 
to the gift scheme appears to be that if 
would encourage competition, pare 
margins and undermine the position of 
the HKAB. Neither the big battalionsin 
domestic banking in Hongkong. nor 
small and inefficient local banks, want 
that, Competition is great for others, 
but why upset a cosy arrangement in the 
name of a principle? 
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Rallies rule the day : ES 
THE easing of US protectionist pressures and abundant takeover speculations —— 
helped markets in Asia to score substantially in the period to 21 Oct. The exception 
was New Zealand which was bogged down by tight liquidity. — 9 
RONG ONG: The volatile market surged ahead | enjoyed the largest single rise, followed by Shin- 1,700 
in an attempt to regain lost ground, driving the | han Engineering and Construction. h Au A" 
‘Hang Seng Index up 72 points over the period to y 1500 
close at 1,666.06. Sentiment was helped by take- | SINGAPORE: After two weeks of heavy declines | ^S 
over speculations and continued hope that Swire | the bears lost momentum and the market rallied. ww 
would float off its profitable aircraft division — | The Fraser's Industrial Index shot up a hefty 198.3 A 
Cathay Pacific. The easing of US protectionist | points during the period to close at 4,141.96 0n 21 
pressure and bullishness on Wall Street contri- | Oct. Most of the gains were made on two trading bynes 
buted to the general buying mood. Banks and | days — 18 and 21 Oct. — when the index shot up 
‘utilities led gains, with China Light and Power a | by 120.85 points. No single explanation for the up- , — 
star performer. Turnover almost doubled to | turn was available except that foreign institutional UNA E 
HK3299.63 million (USS$38.4 million), and | investors have begun looking favourably at the 210ct — *«change 
analysts expected buying interest to increase Singapore-Malaysia markets. Turnover, how- — RE te yer 
further. ever, bre ce ow with an average of 15.98 mil- Bank of E.A. mo | * se 
C lion shares changing handsdaily. —— st foo 
AVOIRALIA: The markets continued to push — Pme: a Nie oars 
further into record territory but with smaller gains | KUALA LUMPUR: The market remained nervous | | Se n weet ett 
than those scored in previous weeks. High levels | for most of the period as renewed fighting broke F.E Hotels Ex Div 070 — 14 
of liquidity, held by institutions, again spurred the | out in the Malaysian Chinese Association, Agua cee d 
market, along with takeovers both real and | threatening its position in the ruling coalition. Great Eagie 088 ents 
'umoured. The Australian All-Ordinaries Index | Average daily volume dipped toa low 19.2 million — iit 7. qe ia 
nar ed time through most of the period, but | shares. worth M$46.8 million (US$19.1 million), | Hang Seng Bank 43,75 +42 
urged on the last day to post an overall gain of 4.3 | rallying slightly at the end of period mainly on a and E E MEE 
Joints to 1,040.8. Rumours continued to surround | blue chips and reviving interest in rubber stocks. H.K Electric 820. — «33 
jroken Hill Proprietary Co. about a possible par- | Fraser's Industial Index rose 140 points to close at —— —— 
ial bid, but this failed to materialise. Special situ- | 3,056.83 on 21 Oct. Arab Malaysia Development H.K. Land 66$ — 233 
ations in industrial stocks, including a buyout of | and Raleigh led the most actively traded counters —— ae Ree 
*hilip Morris minorities by the US parent, buoyed | for the period. HK Realty "A" Ex Ow, 12.90 + BB 
he All-Industrials Index up by 9.7 points to — $25... -08 
515.2. TAIPEI: The market leaped upward with the HKA Y Ferry $35 
M. largest one-period gain this year. The weighted yt Tg * 
NEW ZEALAND: The market finished a sea-saw prick index apt $2.85 points, a striking 7.4% Raia "CHE ses 
period and ended up back where it had started, in | increase, to close at 767.69. Trading volume was | | Panom n marr eee 
he 1,560 region on the Barclays Index. The tone | also at its highest level on the year, with daily f |  sarcnematneson (900 —— +48 
at the end of the period was dati and quiet, withlit- | transactions averaging NT$1.2 billion (US$30 mil- —— ON. e IR Be 
le investor interest. The market found no relief in | lion). or better than twice the usual volume of the Liu Chong Hing 2.475 - 
a speech by the finance minister, reaffirming his | past few months. One cause of the rally was re- —— bo, a aig 
ntent to stick to policies which were squeezing | newed optimism that the Jenkins textile-quota bill Now Word 375 #08 
company earnings via tight liquidity and a firmex- | would not become US law. As a result, the spe- ut teet ——— 
change rate. cialised index on textiles shares rose 15.32 points Regal Hoteis i38 22 
2 1 to 128.36, up 14% on the last period. General op- rri qd i eae 
I9 0: The Dow Jones Average hit a new high | timism over short-term economic prospects also SuMMKPmps. ^ ~ 134 = =39 
of 13,055.52 points on 15 Oct., closing the period | pushed the market upward. E AR, yer e 
at 13,023.21 points on 21 Oct. But analysts saw the 087 — 4B 1 
harp rise as artificial. Volume was down, aver- | MANILA: A special block sale on Benguet A In add. 
aging 349.33 million shares. Special investment | shares worth P 10.9 million (US$589,189) pushed 240 +187 





rust or fokkin funds were big buyers, following | total turnover to an average daily value of P5.97 
currency-influenced issues that stood to gain from | million, up 49% from the previous period's aver- 
le strong yen. The government's announcement | age. Most mining issues that saw action posted 
of domestic-demand stimulation measures failed | gains, raising the Manila mining index by 30.74 
0 produce any new momentum for the market. | points to close at 698.10. The commercial-indus- 
Blue-chip electricals continued their recovery but | trials indicator gained 6.87 at its closing of 181.45 
‘were expected to steady or fall when mid-term re- | behind strong performance by Globe Mackay, 
sults were announced. id and San Miguel. Oils were again largely ig- 
AN nored. 
he ZUUL: Investors became more certain that the * | 
| Overseas issue of a convertible bond by a South | BANGKOK: In the absence of selling pressure. 
Korean company would be within a week or so, | the Securities Exchange of Thailand edged up in 
and celebrated with a buyin spres which drove | sporadic trading. A slight improvement was 
the index up 2.48 points to 140. 3. Average daily | noticeable at the cement boards. The market 
trading swelled to 25.92 million shares, up 8.83 | opened steady before gradually moving up. The 
million on the previous period's levels. Mainly | Book Club Index put on a mere 0.19 of a point to - 
owing to the burst of interest in Samsung Electro- | close the period at 132.15. The popular Jalap- 
"ics as a potential commercial-paper issuer, elec- | rathan Cement was a star performer, followed by |. 
tronic machinery issues rose 12.5 points, followed | Metal Box and General Finance. Total turnover | 
“bya 3.8 point rise in construction. Boves fared | for the period was 1.38 million shares valued at 
the worst, down 3.09 points. Samsung Electronics | Baht 200.39 million (US$7.5 million). 
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Wherever you're considering 
a pharmaceutical project, Foster 
Wheeler is just what the doctor 
ordered to get the job done right. 

From bulk pharmaceuticals 
to finishing operations, prescription 
or OTC drugs, Foster Wheeler 
has the experience, specialized 
know-how and resources you need. 

For two decades, major phar- 
maceutical manufacturers have 
turned to us for both large and 
small projects. 

Currently, we are responsible 
for the design, engineering, con- 
struction supervision, and overall 
project management of ACDIMA, 
a $335 million grassroots multi- 
purpose bulk antibiotics produc- 
tion and finishing plant in Iraq. 


This state-of-the-art-complex will 
use both fermentation and organic 
synthesis to supply a broad range 
of antibiotics. 

But regardless of size, every 
project is important to us. Our 
"Pharmaceuticals and Fine 
Chemicals Group" is a major 
division of Foster Wheeler SPEC. 
This specialty engineering subsid- 
iary provides the advantages of 
dealing with a small, flexible 
engineering firm backed by the 
worldwide resources of a Fortune 
500 company. 

Every client and every proj- 
ect, large or small, get the atten- 
tion they deserve. And our GMP 
Committee makes sure that every 
jobisin FDA compliance. 


And if you are considering 
the potential of biotechnology. 
Foster Wheeler's association wit! 
Applied DNA can provide you à 
fully integrated biotechnological 
service from conception to scale 
up to a completed plant. 

Whatever your pharmaceuti 
cal needs, Foster Wheeler has the 
right prescription. 

We speak your language 


Foster Wheeler Asia Limited 
Hong Kong — Ocean Centre 
Tel: 3-721-1711 Tix: 37512 
Singapore — Shaw Centre 
Tel: 733-5216 TIx: RS39292 
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We can fill any prescription, 
in any language. 
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Changing the shape 


devising a completely integrated hub... 


and state-of-the-art design. .. with precision assured in every component... 
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required sophisticated computerised research. 





down to the micro world of our products. 


f bearing technology. 








A key priority in the automotive in 


streamlining. Aerodynamic refinement seen thi 
drag coefficient reductions averages at least 0.) n 
five years. And weight losses more than 10%. Mi 
improvements have been recorded in fuel econom 
and reliability. And SKF has been helping m 
break rz idicall new ground over thc pes decade 
There are around 20 rolling bearings ii 
wheel drive car, those in the wheels supjeci 
arduous conditions. Within this difficult area, SKI 
completely broke with convention — devising à si 
that combines bearings, hub, stub axle and suspe: 


attachment functions. 

The result is a unit that replaces more tha 
components and that does more than just all 
weight savings of as much a 
a shorter drive joint shaft to be used. and impr 
and reliability. 

And SKF is devising many more sophisti 
solutions — units, for instance, that solve the coni 
requirements of strength and reduced weight. In 
were changing the shape of bearing techn 
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Down to the micro-world of the beari 





Our search for new answers takes us d 


micro-universe of the bearing - where micr T 

10,000th of a millimetre are now comm: " ace. Al 

bearing designs can yield energy savings of up t 
For this, high standards of metal-workii 

are required - and *near-absolute accuracy has to | 


tained from steel purity through — 
application. 

Now, by harmonising new theory with 1 
new technologies we have shown how bearu 
reliability—can be prolonged nigh on indefinitely 

75 years of close customer co-operatioi 
us the expertise to create a virtually boundless ] 
of ball, cylindrical, taper and spherical roller bearu 


in some 25,000 variants. From miniatures weighu 
hundredths of a gramme to giants weighing 50) 
times more. Assuring Our — worldwide oi 

bearing for every application. And ultimate reliah 


At SKF, our —— n to the 
industry will continue to evolve 


SKE The exact bearing. 





Uninhibited 


I'll always remember that evening in 
the Jayakarta Grill. From the moment | walked 
in, | was really pampered and made to feel 
special 


resident — San Francisco 


restaurants. With superb, 
unstinting value. 

It's where you'll feel 
at home. And it makes a 
very welcome change. 


There's nothing self- 
conscious about Indonesian 
hospitality. It's warm. Natural. 
Uninhibited. 

And, at the unique 
Hotel Sari Pacific, it's 
quietly matched by inter - 










national standards in =a ee EEE ES | 
everything we do. Bib am 

Right inthe heart of jaf dinnscuerss: pm |" 
Jakarta's Central Business 113143 Hit 
District. With 500 spacious. 1344341 


airconditioned rooms, first 
class comforts, luxurious 


Hotel Sari Pacific Jakarta 
The hotel with heart VP 


Jalan M.H. Thamrin, P.O. Box 3138 Jakarta, Indonesia. Tel: 323707. Cable: HOTELSARIPACIFK 

Telex: 44514 HTLSARIIA For reservations contact: British Airways Associate Hotel. KLM. Golden Tulip 
Worldwide Hotel UTELL International or any Pan Pacific Hotel offices or telephone: Tokyo 03-214-3001 

Hong Kong 5-230824 Singapore 2968678 or Sydney 231-1125. Or offices of major airlines 

29 PAN PACIFIC HOTELS BANGLADESH Sonargon Hotel. Dhaka © INDONESIA Hotel Sari Pacific. lakarta 

* KOREA Kyongiu Tokyu Hotel. Kyongiu City e NEW CALEDONIA Hotel Le Surf THAILAND Indra Regent Ho 
Bangkok: Royal Cliff Beach Hotel. Pattaya € VANUATU HOTEL Le Lagon Port Vila 

OPENING MID TO LATE 1985 PALAU Koror * MALAYSIA Kuala Lumpur: Penang: Malacca: Kuching 

Pangkor Island e SINGAPORE 
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... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon 


—————— — — 


Please enter my subscription for 
3 months 
6 months 
1 year 
Please include the Yearbook at extra 
US$21.95/HK$170. For airmail delivery. 
please add. USS6/HK$45 


Payment o! is enclosed 





Name - 
Address u 
Country zm " — — 

Jetspeeced Surface mail 


Cheque payable to Far Eastern Economic Review enclosed 


To: Circulation Manager 
Far Eastern Economic Review, GPO Box 160, Hongkong 
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We saved US$743,000 
in3 months 
through a working 


partnership with HP. 








“At Samsung Semicon- and engineering analysis 
ductor & Telecom- throughout the process. 
munications Ltd (SST), VT ae: ce Vain Nines 
€— 3000 "mein able to increase our yields 
E pondacter Product- y 2 penent yapan 
ivity Network (SPN) x dim p € — — 
has improved yield rate uring the work-in-process 
of chips and shortened — 

production time enough “We did a cost analysis 

to pay for the system three months after the 

in 90 days." installation and realized 
SST is a leading manufact- 4 ee 000 cm ihe 
urer of high tech products savings have continued to 
in Korea. With 6.000 increase since then. 
employees, the company js "Ihe strong HP service 
manufactures a wide range ZW and support team de- 

of products, ranging from microcomputers finitely contributed a lot to the system's 

to fibre optics to 256K DRAM chips. success. They have been backing us on-site, 


Kim Dae Jun, General Manager ofthe EDP providing technical and project management 
department, said, “The HP computers were sistance to ensure we met our aggressive 
installed to automate production of semi- implementation schedules even under 
conductors. The special software enables us extremely tight schedules. 

to accurately check lots and reduce missing “Our experience with HP makes us 
runs in the production process. It also allows ^ confident to further automate our 

us to collect engineering data plants in the near future." 


G HEWLETT 


PACKARD 
You should consider a working partnership with HP. Now. 


Call or write to vour local office 


* Australia Hewlett-Packard Australia Pty Ltd., Blackburn, VICTORIA. Tel: 895-2895 e China China Hewlett-Packard Co. Lid.. BE IJING. Tel: 2805¢ 

* Hong Kong Hewlett-Packard Hong Kong Ltd., HONG KONG. Tel: 5-8323211 * India Blue Star Ltd., BOMBAY. Tel: 4226155 * Indonesia Berca Indon 
JAKARTA. Tel: 373009 * Japan Yokogawa-Hewlett-Packard Ltd., Sukinami-Ku, TOKYO. Tel: (03) 331-6111 © Korea Samsung Hewlett-Packard, SE Ol 1. 
Tel: 784-2666, 784-4666 * Malaysia Hewlett-Packard Sales (Malaysia) Sdn. Bhd. KUALA LUMPUR. Tel: 03-986555 e Philippines The Online Advanced 5 
Corporation, Makati, METRO MANILA. Tel: 815-3810 e Singapore Hewlett-Packard Singapore (Sales) Pte Ltd., SINGAPORE. Tel: 4731788 

* Taiwan Hewlett-Packard Taiwan Ltd., TAIPEI. Tel: (02) 712-0404 KAOHSIUNG. Tel: (07) 241-2318 © Thailand Unimesa Co. Ltd., B. ANG KOK. Tel 














LETTER FROM KARACHI 























W ith Afghan chowkidars, Bengali 
cooks and Sri Lankan nannies to 
choose from, harried housewives in 
Karachi's elite residential areas no 
longer complain quite as vociferously 
about the lack of domestic servants. The 
servant “shortage” created by the mass 
exodus of Pakistani workers to the Gulf 
is gradually being offset by the arrival of 
Afghan, Bengali and Sri Lankan re- 
fugees in Karachi. Most Pakistani em- 
ployers recognise the new arrivals as 
“hardworking, clean and reliable.” The 
fact that they are willing to accept lower 
wages than most of their “spoilt” Pakis- 
tanı counterparts is also appreciated. 

Karachi plays host to a wide array of 
new immigrants, fleeing political perse- 
cution and economic hardships in their 
countries of origin. For some, Pakistan 
is only a temporary home, a base where 
they hope to earn enough money to 
reach their final destination in the Gulf, 
Europe or the US. This is the case for a 
number of Bengalis and Sri Lankans 
who dream of making enough money in 
Pakistan to buy a ticket to Dubai. The 
Afghans also see their stay in Karachi as 
a temporary one, though more and 
more of the refugees are now investing 
in businesses in Karachi's flourishing 
commercial centres. For others, 
Karachi has become a permanent — al- 
beit chaotic — home which offers more 
economic and business opportunities 
than either Kabul, Dhaka or Colombo. 

Noisy, bustling, — overcrowded 
Karachi has traditionally received all 
newcomers with open arms. Pathans, 
Punjabis and the perennial mahajirs 
(migrants) from northern India have 
lived in relative harmony with local Sin- 
dhis and Makranis. There have always 
been enough jobs for everyone, enough 
wealth to be shared. But times are 
changing. The sudden arrival of 
thousands of refugees, especially from 
Afghanistan and Bangladesh, has caught 
the sprawling city by surprise. Karachi is 
reeling under the impact of the new mig- 
ration and, happy housewives apart, 
most residents of the city are unhappy 
with the new arrivals. 

Although intercommunal clashes are 
still relatively rare, Karachi's older resi- 
dents tend to view the latest wave of im- 
migrants with distrust and suspicion. No 
attempts at integration are made by 
either the new arrivals or the city’s older 
inhabitants. As a result, the refugees 
tend to live apart in slums and shanty- 
towns which have sprung up all around 
the city. There are approximately 
300,000 Bengalis and 100,000 Afghans 
living in these “colonies.” 

Karachi's long-suffering residents 
complain that their city just cannot cope 
with the demands of the new arrivals. 
Always scarce, Karachi's water supply 
is now constantly disrupted. The city's 
electricity, sanitation, transport and 





communications systems are 
stretched to breaking point. 

Perhaps the worst-off of the new ar- 
rivals are the Bengalis. Clearly the 
poorest of Karachi's new refugee popu- 
lation, the Bengalis are also the most 
exploited by local employers — and 
their own compatriots who get paid 
thousands of rupees for "smuggling" 
Bengali workers into Pakistan. The flow 
of Bengalis began in the late 1970s, at 
about the same time as the exodus of 
about 3 million Pakistani workers to the 
Gulf. Today, the sporadic flow has 
grown into a thriving business run by 
hundreds of unscrupulous dallals or 
traders specialising in recruiting Bengali 
workers for Pakistani employers. 

Most of the Bengali refugees come to 
Pakistan via India, a difficult journey 
that can sometimes end in arrest and re- 
patriation by the Indian border forces, 
Pakistani guards are believed to be more 
lax. Once inside Pakistan, they pay vast 
amounts of money for fake Pakistani 
passports and identity cards. They then 
try and find jobs as domestic servants or 
factory workers. 


being 


Hiro: tales of voung Bengali 
women being set up as prostitutes 
or sold to rich Pakistani and Middle 
Eastern men are beginning to surface in 
the Pakistani press. Investigating jour- 
nalists have uncovered a booming 
underworld where young Bengali girls 
— sometimes as young as 13 — are sold 
to bidders for Rs 5-10,000 (US$312- 
625). 

Afghan refugees who have come 
south from their official "homes" in the 
camps that litter Pakistan's northern 
provinces are now a familiar sight in 
Karachi. They can be seen selling dry 
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fruit, carpets and embroidered gar- 
ments in almost all of Karachi’s rapidly 
growing shopping malls. Their more 
affluent compatriots have opened up 
shops and show no intention of leaving. 

While most Karachi residents tend to 
look on the Bengalis with compassion, 
any sympathetic sentiments they har- 
boured for the Afghans are disappearing 
rapidly as reports of their alleged in- 
volvement in drug and arms traffic ap- 
pear in the local press. What seems to 
anger people most is the government's 
apparent unwillingness to take action 
against the Afghans. Unlike the Ben- 
galis, the Afghan refugees are not consi- 
dered “illegal” and run no risk of repa- 
triation. Egged on by impatient Kara- 
chiites, the civil authorities are consider- 
ing plans to send Afghan refugees back 
to the camps in the north. But fears of 
armed clashes between the Pakistani 
security forces and the well-armed Af- 
ghans keep getting in the way. Most Pa- 
kistanis are convinced that, despite their 
rhetoric, the Atghan refugees are here to 
stay. They say that their talk of returning 
home is growing increasingly feeble. 

In addition to the massive influx of 
foreigners, Karachi is also trying to ab- 
sorb its own returning workers from the 
Gulf. Weary but obviously prosperous 
oil-industry workers have long been a 
familiar sight at the Karachi Interna- 
tional Airport. These days, however, 
these workers are not just coming back 
for fleeting reunions with their aban- 
doned families — they are coming home 
for good as the work dries up in the Gulf 
countries. 

Most of the returned workers still 
dream of going back to the Gulf. They 
are encouraged to do so by their families 
who, having got accustomed to a certain 
consumer-oriented lifestyle, find it 
equally difficult to readjust to a lower 
standard of living. Wives and children 
would rather suffer the loneliness 
caused by the prolonged absence of 
their husbands and fathers than be 
forced to sell the colour TV sets and the 
video cassette recorders that make them 
the envy of less-affluent neighbours. 

— Shada Islam 
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THE BEDS IN THE 
BEDROOM WHERE 
IT SHOULD BE. 


There's nothing quite so depressing as returning to a cramped hote! 
room after a hard day's work. 

How much better to come home to your own apartment. With a 
proper hallway and a well-appointed sitting room. If you have clients 
to entertain, you can do it in your luxuriously furnished sitting room. 
Not in your bedroom, hotel-style. 

Privacy. Freedom. They're prime necessities for the executive and 
his family living and working abroad for extended periods. 

Something difficult to find in Singapore. Until now. The Ascott 
Executive Residences offer purpose-built, fully furnished one or two 
bedroom residences on a short lease of one month minimum, or much 
longer, if you require. 

The concierge is obsessed with privacy. So only residents and the 


personal guests have the use of the private swimming pool. And if you 
tire of entertaining in your own home, there's a lounge and Móvenpick 


the famous Swiss Restaurant. 

The location could not be bettered. The Ascott Executive Residencs 
are in between the Hyatt and Dynasty hotels, 
close to some of Singapore's finest shops. Prices 1 | 
compare favourably with a room in a good hotel. | 
Except the Ascott Executive Residences are 
everything a good hotel can never be. 

For more information, contact The Ascott 
Leasing Office, tel: Singapore 7320033. 


— 











— — 
- ~ 


/ Ti. \ 
| THE | For people 
\ ASCOIT whod rather be at home. 
Se » 
LUN. 
EXECUTIVE 


RESIDENCES 


THE ASCOTT, 6-8 SCOTTS ROAD, SINGAPORE 0923. TEL: SINGAPORE 7320033. TELEX: RS 50139 
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And she thought he had it. That’s what can happen when infor- 

| | mation goes astray. People who need facts to make important decisions 
often find themselves at the mercy of lost scraps of paper. 

The smart way to get the answers you need is to turn to your IBM 

| Smart Desk. Put an IBM Personal Computer or terminal by your desk and 

| right away you start spending more time thinking, and less time waiting. 

| A Smart Desk like the IBM 3270PC lets you call up the latest 
sales projections in one window, last year's figures in another, and lets you 

| write a memo in yet another. The 3270PC gives you full access to 

the power of your office mainframe and lets you switch to local PC appli- 





cations whenever you like. 
Letting you get on with your work instead of making you wait is 
what the Smart Desk idea is all about. Smart people are turning to 
IBM Smart Desks when they want to get things done. 
And that's a smart move. 
We For further information, contact your IBM representative. 














i Dont ask around. Turn to your [BM Smart Desk. 


The Mandarin, Hong Kong. 
We're rather tickled 
about being in the pink. 
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Despite its 
unusual pink pages, The 
Financial Times of London is 
noted neither for flamboyance 
nor damning with faint praise. So it 
brought a blush (pink of course) to our 
cheeks when this august publication 
recently pronounced The Mandarin, 
Hong Kong as being among its first 
choice in hotels. 

This accolade came on top of both the 
respected ‘Executive Traveller’ and the forthright 
‘Business Traveller’ magazines who independently 
arrived at the conclusion that The Mandarin is the best 
hotel in the world. 

Rest assured though that all this flattery won't go to 
our head. Indeed, if anything, we're inspired to strive even 
harder. In order to live up to our future reviews. 


— — — — — — — 





The Mandarin, Hong Kong 


A member of Mandarin Oriental Hotel Group 


Hong Kong: The Mandarin. Manila; The Mandarin. Jakarta: The Mandarin. 

Vancouver; The Mandarin. San Francisco: The Mandarin (1986). Bangkok: The Oriental. 
Macau: The Oriental. Singapore: The Oriental (1986). Kuala Lumpur: The Oriental (1986). 
Hong Kong: The Excelsior, an Associate of Mandarin Oriental. 

For reservations, call The“Jeading“Hotels of th®World or your travel agent. 











Temporary visit 


I would like to clarify the REVIEW's 
BRIEFING item [17 Oct.] concerning my 
father, C. V. Devan Nair. There is no 
question of my father "quitting" Singa- 
pore to settle in the US. My father will 
be in the US temporarily, essentially to 
seek a living for his family and to set 
aside something for his eventual retire- 
ment. 

We in the family are proud of our 
father; after all, it was he who constant- 
ly reminded us to face our problems 
squarely instead of seeking refuge from 
them. My father and mother will be in 
the US temporarily, not to seek refuge, 
but to seek honourable income, and 
Singaporeans they will remain. 
Singapore Janamitra Devan 


Defining the limits 

| refer to the report on Pakistan's press 
[19 Sept.] and I draw your attention to 
some major inaccuracies in the report: 
» Your correspondent has spoken of a 
continuing debate on the role of the 
media in Pakistan, classifying the pro- 
tagonists as either "Islamists" or "sec- 
ularists." He states that secularists “de- 
mand liberties for the press that are un- 
acceptable to the majority of the coun- 
try's conservative Muslim population," 
and further claims that “secularist liber- 
als are annoyed over censorship of 
explicit sex and intimacy." This state- 
ment should be read in conjunction with 
a later comment that newspapers in 
Pakistan are enjoying “a greater degree 
of freedom than at any time since mar- 
tial law was first imposed in 1958." In 
fact, there are two clear-cut views on the 
role of the media in Pakistan — the first, 
which believes that the press should be 
the hand-maiden to government; and 
the second, which believes that a free 
press is a prerequisite for a functioning 
democracy. Your correspondent has 
chosen to represent the vast majority of 
sane thinking people in the country who 
believe in a free press, as secularists who 
are in favour of quasi-pornographic 
newspapers. The assertion is false and is 
a slur on the reputation of a press that 
has battled authoritarian regimes in 
Pakistan for several vears. 

» There are several inaccuracies about 
the functions of the All Pakistan News- 
paper Society ( APNS). APNS does not 
fix cover prices for various publications, 
as your correspondent claims, nor does 
it fix advertising rates linked to circula- 
tion figures audited by the govern- 
ments Audit Bureau of Circulations 
(ABC). 

» Your correspondent discusses the 
problem of government advertising in 
the Pakistani media. He estimates cen- 
tralised distribution of government ad- 
vertising at Rs 50 million (US$3.2 mil- 
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Arita ware, late 17th century Japan. Deep bowl with lid. 


Report from 
Number One Wall Street 





The art of personal investment management. 


How Irving Trust meets the special 
needs of individuals who command 
significant wealth. 


Our purpose is to help our clients preserve, use and enhance 
their wealth. Discreetly and effectively. 

To achieve this goal, we bring the resources of a major interna- 
tional bank, which has managed money for more than 130 years. 
We also bring a commitment to practicing the art of personal 
investment management, as well as the science. We orchestrate a 
wide range of products and services to meet the individual needs 
of each client. In investment management, personal banking and 
fiduciary services. 

For your convenience, we have offices in Hong Kong, Mel- 
bourne, Singapore, Taipei, Tokyo, London and New York. 


Irving Trust 
Unique. Worldwide. 


The best of the East with the best of the West. 


Lido Hotel Beijing, where the most modern comforts combine 
with the ageless traditions of warm hospitality. Amid the splendours 
of ancient China, discover the friendly, efficient service of the '80s. 


* Only 15 minutes from Tian'anmen Square and 
20 minutes from Beijing International Airport. 


* 500 luxuriously-appointed guest rooms and suites. 
* Superb international cuisine. 


* On-line computerised advance reservations system 
for guest convenience. 


For reservations, please contact 
your travel agent or the Hong Kong Reservations Office, 
Room 3304 Bank of America Tower, 12 Harcourt Road, Hong Kong. 
Tel: 5-236263. Telex: 73010 EDNA HX. Cable: EDNA SHIP. 


p 
Management services provided by HHotiday Sw. 


International -Asia /Pacific 


Holiday Inn Hotels in Asia 
Bombay * Colombo * Golden Mile Hong Kong * Harbour View Hong Kong * Islamabad * Johor Bahru 
Kanazawa * Inn On The Park Kuala Lumpur © Karachi * Kuching * Kyoto * Manila © Nagasaki 
Nankai-Osaka * Narita * Penang * Park View Singapore * Royal Singapore * Tokyo * Toyohashi * Yokohama 























li — the actual figure is far higher), 


and states that government advertising 
accounts for 30% of total print media 
advertisements (the actual figure is 
closer to 50%) but omits to point out 
that close to 15% of APNS' total mem- 
bership of 120 newspapers and periodi- 
cals is presently under an advertising 
ban or under severe advertising cuts. 
The above statistic includes the Lahore 
weekly Viewpoint, but your correspon- 
dent states that no attempt has been 
made to silence it. 
» The estimates for circulations of 
major dailies in Pakistan are inaccurate 
and some of the conclusions drawn from 
these figures are absurd. The Gallup 
poll used by your correspondent to sup- 
port his findings reveals newspaper 
readers to be almost three times as high 
as the rate of functional literacy in this 
country and this phenomenon cannot be 
lightly explained away by stating that il- 
literates see themselves as occasional 
newspaper readers. The actual figure 
for readership of the English-language 
press is 20% of total newspaper reader- 
ship and not 3*5 as stated. 

Hameed Haroon 
Karachi President, APNS 


e Husain Haqqani replies: The pro- 
tagonists in the debate on limits of press 
freedom in Pakistan, as mentioned in my 
feature, included the government, [s- 
lamists and secularists and not just the 
latter two. The main argument of the 
piece, apparently not appreciated by the 
A PNS president, was that apart from po- 
litical restrictions imposed by the govern- 
ment, the Pakistani press also faces pres- 
sures of moral and religious censorship. 
The press’ battle with authoritarian re- 
gimes is adequately discussed in historic 
sequence and nowhere in the story are 
the heroes of press freedom presented as 
supporters of quasi-pornographic news- 
papers. 

The comment that Pakistan's media 
has been freer since February's elec- 
tions than at any time since martial law 
was first imposed in 1958 only reflects the 
extent to which free expression has been 
gradually curbed. If, despite existing re- 
strictions, the media is relatively free 
today, then readers can judge the severity 
of censorship and of government con- 
trols in previous years, including the 
early years of the present regime. 

The figures for government advertis- 
ing were officially provided, and even 
now Haroon gives no alternative figure 
for the value of government advertise- 
ments, despite his claim that it is higher 
than the official figure of Rs 50 million. 
The use of government advertisements as 
a means of leverage against newspapers 
was discussed in the story though details 
were omitted as they were not central to 
the theme. While advertising cuts are a 
means of pressurising publishers they 
cannot be put at par with the outright 
banning of newspapers, the arrest of 
editors and journalists as means of 


! Ng WIEARDED 16OC . CAD CAST Ma Teese der Me nmm 





COURVOISIER 


L'EXCELLENCE ET LELEGANCE. 
COGNAC COURVOISIER. THE BORN LEADER. 
H Cognac he Lr or “4 





In Singapore 
even our smallest guest receives 
our fullest attention 


> 
d 





" 
A small thing... A special touch... 


The New Otani is a big city hotel with all the facilities and 
services you'd expect of a 5-star hotel. But 
with 400 rooms, we're small enough to devote 
special attention to the smallest details (even if 
they're 3 feet tall and weigh all of 60 pounds!). 






On the banks of the historic Singapore River 


oO d Me New leari 
HOTEL NEW OTANI SINGAPORE 


177A River Valley Road Singapore 0617 
Tel: 3383333 Telex: RS 20299 Sinota 











For reservations and information, please contact The New Otani International Sales Offices. 
Reservation can also be made through Utell International. Int'l Airlines or Travel Agents throughout the world 


silencing opponents. Several brave Pa- 
kistani publishers have survived adver- 
tising cuts and stood their ground against 
respective regimes. 

The circulation figures of major na- 
tional dailies were obtained from an im- 
peccable source and we stand by the fig- 
ures. There would be no dispute over the 
matter if APNS arranged for the official 
release of ABC figures annually instead 
of insisting on their confidentiality. Ha- 
roon's objections to Gallup Pakistan's 
methodology should perhaps be answer- 
ed by that organisation. I used their fig- 
ures, with due explanation — just as pub- 
lic opinion polls are used almost 
everywhere in the world. To my knowl- 
edge, Gallup Pakistan uses techniques 
no different to the International Gallup 
Organisation, of which it is a full 
member. 

Haroon is right about misreporting of 
the APNS' functions and this error is re- 
gretted. 


Owner, not shipper 


Your otherwise informative reporting 
on the downfall of Sanko Steamships 
[29 Aug.] is marred by a glaring lapse: 
you described Sanko as a Japanese ship- 
per. 

Sanko Steamships were owners of 
bulk carriers, tankers and general cargo 
ships and they were therefore ship- 
owners and not shippers. 

Your failure to make this distinction 
is akin to that of many people in this re- 
gion to distinguish between a typist.and 
a typewriter. 

Bombay K. M. Kamath 


e We apologise for the error, which oc- 
curred during the processing of Charles 
Smith's story in Hongkong. 


Name consultation 

| am amused by Derek Davies’ 
TRAVELLER'S TALES on the notice on 
“China Practional Horsepower Motor 
Corpeaton" [17 Oct.]. 

My amusement stems not so much 
from a nation's effort to handle a 
foreign language but an incorrect in- 
terpretation of a misnomer. 

| can agree that the *China Fractional 
Horsepower Motor Corporation” 
should have consulted a foreign ex- 
pert before putting up its English name 
on the facade of its building, but I 
am also of the opinion that Davies 
should have consulted an engineer be- 
fore deciding on another name for the 
company. 

Singapore Francis Ngiam 


€ Sorry, Fractional, not Tractional 
Corpeation. 


Pseudonyms are accepted, but letters in- 
tended for publication in these columns 


must bear the writer's signature and address. 
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Is your cargo arriving 
prematurely? 


"w^ 
; 


Transporting hatching eggs is a 
matter of keeping one’ cool. 


Should the temperature change, 


youre suddenly faced with a big 
problem. 
Hundreds of fluffy little chicks. 
However, on Saudia Cargo, the 
cabin is keptata constant temperature 


all the way to Riyadh. 
When the freighter arrives, it 


docks right into the Cargo Terminal. 


And the eggs go from one controlled 
environment straight into another. 


Safe from the burning desert heat. 


(Of course, if you actually want 
tO send day-old chicks they'll be 


equally happy in our air-conditioned 
atmosphere.) 
W hatever VOUT cargo prob en 


Saudia can crack it. 
. A 
sucia 
«b. 


Welcome to our world. 











Green light 
for business. 
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North America, the Middle 


East: places where business is 







fundamental. 






From electric cables in 






Jeddah to petrochemical engi- 






neering in New York, there's 






a billion opportunities. 






Banque Indosuez is in all the 






major countries in the Middle 
East. Al Bank Al Saudi Al Fransi, 


our affiliate, is among the fore- 








most banks in Saudi Arabia. 






And we're in all the major 






business centers in North 






America. With Banque Indosuez 






you ve got the green light for 






business. 






Banque Indosuez, present in 






65 countries, opens up a whole 






world of opportunities. 
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a A BANQUE INDOSUEZ 
YORK x engineering Head office : 96, boulevard Haussmann, 75008 Paris 


JEDDAH : electric Gables i 
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BANQUE INDOSUEZ. 
` WHOLE WORLD OF OPPORTUNITIES. 
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nlike other post-war Japanese leaders, Yasuhiro 
Nakasone has attempted to master political 
techniques apart from the traditional art of consensus. He 
4 has stamped his personality on his period in office as no- 
NX body has in modern Japan before, mostly with his bold as- 
44! Sault on taboo subjects. Coming from the post-war political 
| era, he has defined his mission as closing the accounts 
| of that period — finally drawing a line under Japan's war 
P heritage. Tokyo correspondents Charles Smith and Bruce 
=| Roscoe examine  Nakasone's personality, policies, 
methods and achievements and take a look at the post- 
Nakasone era — which may be further off than expected. Pages 50-60. 
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Page 18 

China looks to boost its relationship 
with Pyongyang by sending Vice-Pre- 
mier Li Peng with a delegation, but 
there is still a tilt towards Moscow. 


Page 19 

Thai authorities bring charges against 
40 people allegedly linked to the 9 
September coup attempt, but some 
key players in the rebellion are al- 
lowed to remain free. 


31 
Phnom Penh lets it be known it would 
talk to the Khmer Rouge — excluding 
Pol Pot and leng Sary personally — as 
part of the Cambodian coalition, 
which is seen as an apparent shift by 
Vietnam. 


Page 32 
Economic reforms in the Soviet Union 
have encouraged Vietnamese reform- 


crease efficiency at the expense of 
egalitarian practices. 


Page 36 

There is little doubt that Indonesia's 
ruling group in parliament, Golkar, will 
win handsomely once again in the 
1987 general election, but one impon- 
derable will be the 15 million first-time 
voters. 


Page 36 

Rioting in Vanimo by Indonesian re- 
fugees from Irian Jaya following 
Papua New Guinea's forced repatria- 


tion of a dozen among them raises | 


tension along the border area. 


38 


None of Pakistan's assurances over | 


nuclear proliferation — spelled out in 
detail by President Zia-ul Haq — are 
enough to convince Indian Prime 
Minister Rajiv Gandhi of its sincerity. 








Page 78 

Malaysia's public sector spending 
burden weighs heavily on Finance 
Minister Daim  Zainuddin's 1986 
budget but major reforms are put 
off. 


G GERRAND 





Pages 82-83 

After years of striving to grow enough 
rice to feed itself, Indonesia now finds 
itself with more than it can use — or 
sell. Meanwhile, Thailand, the world's 
top exporter, has absorbed the blow 
of losing its previously big export mar- 


_ ket in Indonesia by finding other mar- 
ers to push through their plans to in- | cales orent 


kets all over the world, mostly at the 
expense of the US. 


Page 95 
The Tokyo Stock Exchange has 
created 10 new membership seats 


and some of them seem certain to go | 


to foreign broking companies. 


96 
Samsung Electronics has jumped the 
gun on government policy and called 


for underwriters for an issue of con- | 
vertible bonds in Europe — offering | 


investors their first chance for direct 
access to the South Korean uy 
market. 


Page 114 

The inability of the International Tin 
Council's buffer stock to continue 
operating threatens a collapse in tin 
prices and throws into doubt the 
future of all commodity price-stabili- 
sation schemes. 
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NakKasone u his 

- Foreign Ministry 

Japanese Prime Minister 
Yasuhiro — Nakasone's an- 


mouncement in New York on 
- 25 October that he or Foreign 
Minister Shintaro Abe may 
visit Moscow next year has 
‘Created a rift between 
Nakasone and the Foreign 
Ministry, which says it was not 
told in advance of Nakasone’s 
comments. Several Japanese 
prime ministers have visited 
Moscow but no Soviet leader 
has reciprocated, and the 
ministry does not support a 
rime ministerial visit. It be- 
eves the announcement may 
adversely affect Tokyo's posi- 
tion on its claim to four Soviet- 


* 


occupied northern islands, to 
be argued when Soviet Foreign 
by ^ - 
Minister Eduard — Shevard- 
adze visits in January. 
* — Bruce Roscoe 


‘Hanoi has agreed for the first 
time to allow the US to exca- 
vi te a crash site in northern 
Vietnam. A 10-man US team 
will arrive at the B52 bomber 
crash area near Hanoi in 
- November, carrying with them 
heavy  earth-moving equip- 
ment. They will be assisted by a 
- 10-member Vietnamese team, 
—who will be paid by the US 
|} Government. The Americans 
"are expected to leave behind 
the equipment and medicines 
— taken for the mission. Some 
500 US airmen are estimated to 
“be buried in crash sites. 

— Hanoi has indicated that it 
will soon return to the US a 
“relatively large number" of 
"remains it has "recently" reco- 
vered. — Nayan Chanda 


Cont Christmas 
presence sought 
Australian authorities have in- 
- vited proposals for investment 
in Christmas Island, located 
| south of Java in the Indian 
| Ocean. With phosphate — 
becoming uneconomic after 8 

| years of operations, Canberra 
- | is concerned that a presence be 
jI kept on the island once the 800 
| mine workers and their 1,700 
} dependants leave. Tourism is 
} seen as one possibility, making 
| use of the existing airfield that 
takes regular Boeing 727 flights 
"from Darwin and Singapore. 
| Another is a smaller scale of 
| phosphate mining aimed at 
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Malaysian and similar markets 
instead of the sheep-farming 
belts of Australia and New 
Zealand. — Hamish McDonald 


France's 'symbolic' 
nuclear test 
France is no longer testing nu- 
clear weapons for military pur- 
popes, but for “political sym- 
lism,” New Zealand Prime 
Minister David Lange said of 
the latest series of French tests 
at Mururoa atoll on his return 
from the UN General Assem- 
bly. 
Lange said he was appalled 
at the resumption of the tests 
— the first, on 24 October in a 


blaze of publicity with French 
Prime Minister Laurent Fabius 
present, and a second on 27 
October, Pressure from out- 
side France seemed only to 
make the country more deter- 
mined to continue and it would 
take pressure within France to 

stop the tests, he added. 
Lange is himself under at- 
tack at home for his abrasive 
handling of both France and 
the US over nuclear issues. 
— Colin James 


France goes back 

to Panmunjom 

As part of its more active dip- 
lomatic posture in Asia, France 
has returned to the US-led 
United Nations Command 
(UNC) as observer of the UN 
team conducting regular armis- 
tice talks with North Korea at 
Panmunjom. A French officer 
has also been assigned to 
UNC's rear command head- 
quarters in Tokyo, the first 
time this position has been fill- 
ed since 1978. While North Ko- 
rean delegates at Panmunjom 
were surprised by the sudden 
appearance of a French mili- 
tary officer there, an embassy 
spokesman described the move 
as Paris "returning to nor- 
malcy" in the Korean armistice 
framework. — Shim Pedioon 





BUSINESS 


Australia revamps rules 
on foreign investments 
In astep aimed partly at replac- 
ing some of the country’s 
foreign debt with equity, Aus- 
tralia has eased a wide range of 
foreign-investment — controls, 
including abandonment of re- 
quirements for foreign invest- 
ors to show that Australians 
were offered the chance to par- 
ticipate — the so-called *op- 
portunities test" — criticised 
for making investors reveal 
lans to potential competitors. 
e level at which investments 
can be made without prior ap- 
proval of the Foreign Invest- 


ment Review Board have been 


lifted: 

> For real-estate acquisitions 
from A$350,000 (US$246,479) 
to A$600,000. 

» For takeovers, from A$2 
million to A$5 million. 

» For takeovers of firms al- 
ready foreign-owned, from 
A$3 million to A$20 million. 

» For new businesses, from 
AS2 million to ASIO million. 

> A 50% local-equity require- 
ment for real-estate develop- 
ments will apply only to pro- 
jects costing more than A$10 
million and taking more than 
five years. — Hamish McDonald 


Seoul to let builders 
use more foreign labour 


In an effort to improve the 
competitiveness of South Ko- 
rean construction firms in the 
slumping Middle East market, 
the government has ended 
limits on employment of non- 
South Korean labour by over- 
seas contractors. South Korean 
workers get about US$1,200 a 
month when they work on 
overseas projects, roughly 
twice the customary pay for 
Thais or Indians, for example. 
Until the limits were lifted, 
South Korean contractors were 
not permitted to draw more 
than 30% of their workforces 
fram outside the country, 
though many exceeded this 
level. — Paul Ensor 


KLCE resumes trade 
in palm-oil futures 


Malaysian Prime Minister 
Datuk Seri Mahathir Moha- 
mad on 29 October launch- 
ed an attempt to revive the 
Kuala Lumpur Commodity 
Exchange, virtually moribund 
after massive defaults af- 
fecting more than M$6,000 
(U$$2,444) in palm-oil fu- 


tures contracts in February 
and March last year (REVIEW, 
22 Mar. '84). e capitalisa- 
tion requirements for both 
clearing and — non-clearing 
members have been set at M$2 
million and M$500,000, re- 
spectively. The government 
hopes to lure foreign commod- 
ity firms to join with promises 
of majority equity control over 
local operations. In addition, 
trades will now be guaranteed 
by the new Malaysian Futures 
Clearing House Corp. 

— James Clad 


asier 


Minebea Co., a top Japanese 
maker of miniature bearings 
and electronics components 
(since 27 August the target of a 
hostile takeover bid by Trafal- 
gar Holdings of the US and 
more recently by Glen Interna- 
tional Financial Services Co. of 
Britain as well) on 29 October 
finalised plans to merge with an 
affiliate company, Kanemori 
Co. on 1 April 1986. The move 
is meant to raise the percentage 
of Minebea's "stable" share- 
holders to around 53%, effec- 
tively thwarting a takeover. 
Minebea already had an 18.9% 
stake in Kanemori, a jewellery 
and kimono dealer which 
in the year to 31 March 
showed unconsolidated pre- 
tax profit of *630 million 
(US$2.9 million). Glen Inter- 
national and Trafalgar Hold- 
ings executives have sent 
joint formal notification 
of their offer of *308 bil- 
lion to Minebea. 

— Bruce Roscoe 


Charges in a Carrian 
case are dropped 
Mark Saunders-Davies, one of 
the defendants in the Carrian 
case, who had been charged 
with conspiracy to defraud, 
had the — against him 
uashed in the Hongkong High 
ourt on 28 October. The 
charge against Saunders- 
Davies arose from the sale to 
Wardley (the merchant-bank- 
ing arm of the Hongkong and 
Shanghai Banking Corp.) of 
shares of China Underwriters 
Life and General Insurance 
Co. by Carrian Investments 
Ltd. e dropping of the 
charge was announced by Jus- 
tice Barker, but as the argu- 
ment leading up to the decision 
took place in camera, no reason 


for it was given in n court. 
This leaves seven defendants 
left to stand trial. 
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Now you will save an average of 25% 
shipments in Canada between 
the Pacific. Northwest and Alberta. 
The new company that makes it 
possible is Alberta Intermodal Ser- 
vices Ltd. It offers the international 
shipper the opportunity to take ad- 


vantage of what has been described: 


as "the most unique | 
comeoutof Canada's transportation 
industry in the last 20 years. 


concept to. 


Edmonton, Calgary and Vancouver. 
We'll supply the rail cars to transport 
your containers. We'll also supervise 
othe loading of your shipments and 
See that they reach their western. 


Ganadian destinatións on schedule 


and for a lot less money. : 
To find out more about Alberta Inter- 


^ modal Services Ltd. and how we can 


save you transportation. dollars, 
increase your exports, telex our 


IPIS 


EIRA 
TAN 


AlS was setup to give an economic advantage to Director of Marketing and Sales at this number - 
those businesses interested in trading with. now! 038-21071 Suite 1105, 101 -6 Avenue. SW. 
Western Canada. | . NE . Calgary, Alberta, Canada T2P apa 

i istributio nt ated i j Phone 1-403-234-7505 
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RIGHT IN THE HEART OF SEOUL 


_ WHERE CARE COMES NATURALLY 


ux Beate wore dig io know yin am Vit a big iiti 

S - capital like Seoul and have your needs well taken care 
PW ot always in an atmosphere of welcoming warmth. 
— Atthe Plaza you're at the heart of things, all under 
S a single shelter. At the heart of the city's most 
= modern accommodations. At the heart of ever- 
attentive service, international dining, and access to 
transportation and airline offices. At the heart of 
business, banking and entertainment. The Plaza — 
jc in every way we're at the heart of Seoul. But most of 
F all, we take you to heart. Naturally. 


Sf SEOUL PLAZA HOTEL 


23, 2-ka, Taipyung-ro, Chung-ku, Seoul 100 Korea 
Tel.: 771-22 Cable: PLAZAHL SEOUL 
Telex: K26215 or K24424 Fax: (02) 756-3610 


| The Plaza — overlooking a centuries —old royal palace. 


For information and guaranteed reservations: — 1 1 1. 

@ SEOUL PLAZA Tokyo Office: Tel. (03) 246-0234, Telex. 2222876 

GBCJAPJ Fax. (03) 246-0098 ll Odner Hotel Representatives 

Hong Kong: Tel. 5-262251 Taipei: Tel. 5515933 Singapore: Tel. 
~ 2353474 Bangkok: Tel. 2521181 W Prince Hotels Inc. Tokyo: Tel. 

(03) 209-8686 lll Loews Re International New York: 

Tel. (212) 841-1111 d Supranational Hotel Reservations Paris: Tel. 
(01) 7581225 
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Trust Company 
Representative 
Hong Kong 


Samuel Montagu continues to develop its offshore 
private banking business and currently requires the 
services of a high calibre executive to be based in Hong 
Kong. The individual will be responsible for marketing 
throughout the Asia Pacific region the trust administra- 
tion, company management and personal banking 
services of the Samuel Montagu Group subsidiaries in 
Jersey and the Cayman Islands. He will also provide 
a liaison between these companies and their clients. 


Candidates should have at least ten years’ experience of 
trust administration/company management and have 
knowledge of Far Eastern markets. A-C.1.S., A.I.B. 
(Trust Diploma) or similar qualifications desirable. 


An attractive compensation and benefits package is 
offered. 


Applications, which will be treated in strict confidence, 
with full curriculum vitae and contact telephone 
number should be sent to: 


The Personnel Manager 


Samuel Montagu & Co. Limited 
2201 Connaught Centre 

Connaught Road 

Hong Kong. 





This space is 

reserved for 
management 
appointments 








Reservations should be 


addressed to: 


General Sales Manager 
Far Eastem Economic Review 
7th Floor, Centre Point 
181-185 Gloucester Road 
GPO Box 160, Hongkong 


Tel: 5-734301 
Telex: 62497 REVAD HX 
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PRINCELY PRICE 

Prince Norodom Sihanouk, president 
of the Cambodian coalition 
government, has revealed that since 
the formation of the coalition his 
faction has received a total of 
US$700,000 from North Korea and 
US$550,000 from China. France has 
been contributing US$50,000 a year 
to his National Union Front for an 
Independent, Neutral, Peaceful and 
Cooperative Cambodia movement 
and Asean gives US$100,000. Some 
of the Asean contribution may 
include covert US assistance. While 
these donations are used to defray 
general expenses, China has, in 
addition, been paving airfares and 
hotel bills for the prince and his 
entourage. 


QUIET YEN 


In a little-publicised move, the Thai 
Government in mid-October 
concluded the first-ever currency 
swap by changing USS 60 million 
worth of floating rate notes obtained 
earlier this year into Swiss francs. The 
transaction was handled by Chase 
Manhattan Bank — the second of 
only two Western banks which 
eR esce in arranging a cheap Y 70 
billion (US$326.3 million) Euroyen 
loan for Thailand in late September 
(REVIEW, 3 Oct.). Chase joined in 
the Euroven deal at the last minute — 
the other Western bank involved was 
Citicorp International. The swap, 
which is part of the government s 
broader debt refinancing plan, is 
expected to open the way for more 
similar transactions, especially for 
large state enterprises such as the 
Petroleum Authority of Thailand 


THE WEEK 


AUSTRALIA 
Prince Charles and Princess Diana ar- 
rived (27 Oct. ). 


CHINA 


Several people were injured and two ar- 
. rested in a soccer riot in Shijiazuang, 240 km 
from Peking (27 Oct.). West German 
Foreign Minister Hans-Dietrich Genscher 
arrived for an official visit (28 Oct. ). 


INDIA 

Prime Minister Rajiv Gandhi arrived in 
Moscow for an official visit (26 Oct.). The 
Punjab state government ordered the release 
of 309 prisoners, mostly Sikhs, who have 
been held since 1981, it was reported (27 
Oct.). A New Delhi businessman with links 
to Taiwan was charged with passing secrets 
to Israel, West Germany, Taiwan and sev- 
eral other unnamed nations (29 Oct. ). 














(the national oil company) and 
Electricity Generating Authority of 
Thailand. 


G'DAY GANDHI 
c» x—— Indian Prime 
& | Minister Rajiv 
-| Gandhi is expected 
| | to visit Australia 
7 | and possibly other 
| South Pacific 
.| countries next 
_ | February. Gandhi 
— accepted a long- 
standing Australian 
invitation on the spot when it was 
renewed by Australian Prime 
Minister Bob Hawke at the recent 
Commonwealth heads-of- 
government meeting in the Bahamas. 
A recent policy review within the 
Australian Department of Foreign 
Affairs concluded that Canberra’s 
relations with the Subcontinent had 
been allowed to drift for many years. 
Gandhi's visit will be the first 
"bilateral" call 
(as opposed to Commonwealth 
gatherings in Australia) since his 
mother's tour in 1968. 


STRATEGIC STOPOVER 


Soviet Foreign Minister Eduard 
Shevardnadze, whose Tokyo visit is 
now scheduled for mid-January 1986, 
is planning to stop over at Fyongyang 
either before or after holding talks 
with Japanese Prime Minister 
Yasuhiro Nakasone. Moscow last 
year intended to dispatch then 
foreign minister Andrei Gromyko to 
Pyongyang but that visit was 
cancelled amid a Kremlin reshuffle in 
the wake of the death of Soviet leader 
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A district court sentenced a Muslim priest 
to 20 years in prison on charges of subversion 
(29 Oct.). 


PACIFIC 

France detonated a nuclear device below 
the Mururoa atoll (24 Oct.). France carried 
out another nuclear test at the Mururoa atoll 
(27 Oct.). 


PAKISTAN 

The wife of Shahnawaz Bhutto, son of 
former prime minister Zulfikar Ali Bhutto, 
was charged in connection with his death in 
Cannes, southern France, in July (24 Oct.). 


PHILIPPINES 

About 250 people picketed the presiden- 
tial palace and police headquarters in Manila 
to protest at violence which ended a demon- 


Konstantin Chernenko in March 1985. 
The possibility of Moscow gaining — - 
landing rights at North-Korean air — — 
bases in return for s ing MiG23s 
to Pyongyang is on Shevardnadze's 
agenda. 


JET TAG 

There is speculation that the US 
might be near os a sale of 
modern jets to India. Following the — 
visit to the US by an Indian defence 
team (REVIEW, 26 Sept.), x 
Washington has given permission tọ - 
General Electric to discuss with Indii 
the possible co-production of the 
GE F404 jet engine used in FI8S — 
Hornet and F20 Tigershark aircrafts. 
At present India has neither of 
the planes, relying on the Soviet 
Union for almost all of its modern 
jets. 


WORKING MAN'S TOUR 


South Korean President Chun 1 
Doo Hwan is expected to make a visit 
to major West European capitals in. 
early 1986, but | 
European diplomats in Seoul are 
concerned that there will be 
disagreement over the “level” of 
the visits. The problem is conce 
with whether Chun's visits will be 
given the status of official state 
visits or, one rank lower, working- 
level visits. Seoul was upset that 
Chun's visit to the US in April, y 
his second as president, was set at the 
working level by his hosts. P 
Apparently, none of the European _ 
countries on Chun's itinerary, 1 
with the exception of Belgium, 

want to stage official state af 
receptions. | 
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stration by peasants and their supporters f 
the city. A suspected communist gunn 

shot dead the eer es governor of Suniel 
del Sur, it was reported (23 Oct.). Imelda 
Marcos arrived in Moscow for a visit at the 
invitation of the Soviet Government, Tas 
newsagency reported (26 Oct.). Thousam 
of women marched through the streets « 
Manila calling for an end to President Fer 
dinand Marcos' government and denouncing 
US aid to his regime (28 Oct. ). ` 


SRI LANKA y 
Tamil separatists killed six policemen in 


an ambush, the national security minister 
said (29 Oct. ). -Ž 


THAILAND |i 
Former prime minister Kriangsak f 

Chomanan and 39 others were formally — 

charged with inciting rebellion (25 Oct. ). 
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. By Nayan Chanda in Washington 


| "Two months after a high-profile Soviet 
| E visit to Pyongyang, China has joined 
| the battle for North Korean hearts and 
| minds by sending a string of delega- 
| tions, the most important of which is led 
| by Peking's rising star, Vice-Premier Li 
| Peng. But the low-key reception ac- 
| corded to Li indicated the uphill task 
| that China faces in trying to restore the 
| balance of influence between North 
^| Korea’s two giant suitors. 

—— In August, Moscow sent a huge dele- 
‘gation headed by politburo member and 
| First Deputy Premier Geyder Aliyev — 
—and à small fleet of navy ships — to cele- 
-brate the 40th anniversary of the Soviet- 
_ aided liberation of Korea from the Ja- 
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i je rate its su 
—T0-day-long celebration to mark the 
- 35th anniversary of Chinese volunteers’ 
| entry into the Korean War. Initial indica- 
| tions, however, show that despite an ap- 
- parent North Korean attempt at even- 
—handedness — matching the symbolism 
_ of the two visits and the numerical par- 
—ity of the Soviet and Chinese delega- 
- tions — Pyongyang's tilt is still towards 
___ The most striking indicator of that 
‘Ne tilt was the rather ow-key reception 
- granted to Li. Analysts note that while 
|. public meetings had been held in Pyong- 
| yang to praise Chinese assistance and 
| medals of honour had been conferred 
| en Li and other members of the delega- 
| tion, neither President Kim Il Sung nor 
} his son and heir-apparent, Kim Jong Il, 
| were present at the welcoming cere- 
~ mony or at the celebrations — an hon- 
- our granted to Aliyev in August. At the 
end of Li's trip, the elder Kim did host a 
banquet for the Chinese, but did not 
{| make any speech. Curiously, Kim Jong 
| Il did not attend. 
| Unlike the Soviets, who brought a 
| naval unit to the North Korean port of 
} Wonsan, China made no such symbolic 
- military gesture to mark the anniver- 
p Chinese officials have privatel 
} told Western diplomats that Nort 
Korea did invite China to send naval 
ships to Nampo, but there was not 
| enough time to prepare the visit. If true, 
| the move seems to be a clever North Ko- 
|]. rean ploy to give the appearance of equal 
| treatment while in effect making it im- 
I possible for the Chinese to make the 
‘| visit. ' 
| What lies behind North Korean cool- 
| ness towards China? Analysts differ on 
| whether the principal motivation is to 
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—panese. Now it is China's turn to dem-$ 
| ort for North Korea? 
and remind it of its blood debt through a? 


Kapista; Li: wooing North Korea. 


| i Bain response to Moscow’s influence, the Chinese send a mission to Kim . 


Pyongyang revisited 


pressure China over its developing con- 
tacts with South Korea, or if it is due 
more to practical considerations — 
Pyongyang's need for military hardware 
that only the Soviets can provide, for in- 
stance. 

On the basis of the available evi- 
dence, North Korea's attitude towards 
Moscow seems fundamentally related 
to its desire to redress the military im- 
balance in the Korean peninsula caused 
by — among other things — the intro- 





duction of the sophisticated US F16 
fighter-bomber into South Korea. US 
administration sources believe that Kim 
Il Sung, who visited Moscow in 1984 for 








the first time in 23 years — accompanied 
by his defence minister — at that time 
asked for more advanced arms, includ- 
ing MiG23s. Positive response to the re- 
quest came in November 1984 when 
Soviet Deputy Foreign Minister 
Mikhail Kapitsa made a lengthy trip to 
North Korea. 

/ The Soviet Union agreed to provide 
North Korea with a squadron of 
MiG23s. According to intelligence 
sources, 26 aircrafts have so far been de- 
livered. The quid pro quo seems to be 
North Korean readiness to allow Soviet 
navy ships to visit Korean ports and 
open its airspace for Soviet reconnais- 
sance flights (REVIEW, 26 Sept.). Since 
early this year, Soviet reconnaissance 
aircraft have been flying through North 
Korean airspace at least once a month. 
The flights are used to look at China’s 
heavily industrialised and strategic pro- 
vince of Manchuria, bordering North 
Korea. The Japanese newspaper Sankei 
Shimbun on 28 October reported that 








Chinese aircraft have scrambled from 
Shanghai on four occasions since mid- 
September because of nearby Soviet re- 
connaissance aircraft. 

Faced with North Korea’s closeness 
to Moscow, China has stepped up its ef- 
fort on the one hand to sooth Pyong- 
yang's ruffled feathers and on the other 
to push the US to help in bringing a de- 
tente in the peninsula. Concerned about 
North Korean reaction, Peking has kept 
its contacts with South Korea discreet 
but at the same time has quietly worked 
to improve them. US sources say that 
now a regular channel exists between 
Peking and Seoul to handle specific 
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bilateral problems like the recent crash 
landing of a Chinese bomber in South 
Korea. Some of these contacts are 
known to be made in Hongkong. 


A coring to US estimates, indirect 
trade between China and South Ko- 
rea reached the US$500 million mark 
last year. Unlike in 1981 when press re- 
ports of indirect Sino-South Korean trade 
led to Pyongyang protests and Peking 
sharply cutting down the trade, China 
now scems undeterred by North Korean 
objections. Sources point out that pub- 
lic denials | notwithstanding, - China 
seems determined not only to maintain 
profitable commercial relations with 
South Korea but also the leverage 
it provides against Pyongyang. A re- 
cent (North) Korean Central News 
Agency report on the meeting be- 
tween the North Korean 'vice-pre- 
sident and Chinese Premier Zhao Zhi- 
yang at the UN quoted Zhao’ as 'say- 
ing that China has no relations 
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th Korea at 
the UN. The Chinese report on the 
same meeting omitted such assur- 
ances. 

US administration sources said that 
compared with Chinese practice before 
1983, when it refused to discuss the Ko- 
rean question with the US, the issue has 
now become a regular item on the inter- 
national agenda discussed by the two. 
While Peking has been urging North 
Korea to open up to the West and mod- 
ernise its economy, it has been prodding 
the US to talk to North Korea. 

China clearly feels that opening the 
republic to the West is a guarantee 
against North Korea's over-dependence 
on the Soviet Union. While the US has 
so far rebuffed Chinese-North Korean 
efforts for secret talks, it has recently 
shown cautious interest in developing 
"cross contacts." As one analyst put it: 
"In the wake of the Soviet gains in 
North Korea, China finds itself out on a 
limb. The Chinese are asking the US to 
give Peking some running room." The 





US has privately encouraged contacts 
between China and South Korea. In a 
small gesture of its own, the State De- 
partment has just granted (over mild 
South Korean objection) the first entry 
visas to North Koreans since the Korean 
War to attend an academic symposium. 
Diplomats at the North Korean mission 
at the UN are not normally allowed to 
leave New York City. 

Two North Korean historians and an 
interpreter arrived in Washington to at- 
tend a panel on Korean historiography 
as part of the annual meeting of the 
Mid-Atlantic region of the Association 
for Asian Studies. The North Korean vi- 
sitors did not stay the full seven days 
they were granted in the US because of 
a lack of previous planning. However, 
the State Department is happy with the 
way they conducted themselves — con- 
fining themselves strictly to the seminar 
and to sightseeing — and a second such 
cultural contact may be even less con- 
troversial than the first one. o 
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The quality of justice 


Two key coupmakers are allowed to remain at large 


By John McBeth in Bangkok 

hai justice officials are pressing 

ahead with the prosecution of 40 
suspects alleged to have played a role in 
the failed 9 September coup attempt. 
However, little headway seems to have 
been made in apprehending two key 
pares who perhaps could throw much 
ight on the reasons behind the revolt 
and tell authorities who else was in- 
volved. 

Despite warrants being issued for 
their arrest and, according to police 
sources, the fact that the police know 
their general whereabouts, Wing Com- 
mander Manat  Roopekachorn 
brother of coup leader Col Manoon 
Roopekachorn — remains free in the 
western province of Kanchanaburi and 
chit-fund operator Ekkayuth Anchan- 
butr, whose business dealings have been 
linked to two of the retired generals al- 
legedly involved in the coup, is reported 
to be under the protection of an influen- 
tial former military figure somewhere in 
Bangkok. Manoon, Manat, Ekkayuth 
and five serving army officers are 
among 10 people officially listed as fugi- 
tives. 

There have been few reports on the 
progress of the manhunt, and one senior 
police officer simply shrugged when 
asked by the REVIEW why the two men 
had eluded arrest. But assistant met- 
ropolitan police commissioner Maj.- 
Gen. Prayoon Komarakul told the 
Thai-language Matichon daily: "Both 
suspects are in Thailand and I do not 
agree with giving protection to them be- 
cause it is wrong. Whatever happens, 
investigating officials are not afraid of 
influence and believe they will be able 
to arrest them soon." 

An arrest warrant is also out for Ma- 
noon, who is now understood to be 
seeking political asylum in West Ger- 
many, but police sources say it has not 
been distributed through Interpol, the 
international police organisation, and in 
any event there is no extradition treaty 
between Bonn and Bangkok that would 
facilitate his return. Manoon was al- 
lowed to leave the country as part of à 
deal to end the coup. 

Reinforcing speculation that the 
Thai Government is making little effort 
to get Manoon back is the fact, con- 
firmed by Singaporean officials, that 
Bangkok did not ask Singapore to re- 
turn Manoon to Thailand. 

The Young Turk leader sought 
asylum in the US — where he had been 
living just prior to the coup — during his 
five days in Singapore, citing an alleged 
communist threat as the main reason for 
launching the coup. This differed mark- 


edly from the economic problems cited 
by coup leaders in their first radio 
broadcasts on the morning of the rebel- 
lion and brought into question Manoon's 
real motives and whether he was simply 
driven by opportunism 
The Americans delayed announcin 

their decision on Manoon's politici 
asylum bid for several weeks and then 
finally said they had turned him down 
on the strength of a US immigration law 
which bars entry to anyone who has 
tried to overthrow a legally constituted 
friendly government. 
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Ironically, in view of Manoon's anti © 


communist argument for 


political - 








asylum, the coup leader is currently” 
staying in the northern West German” 


town of Bielefeld with university lec- 


turer Preecha Pienphongsan, the son o£? 
a former deputy prime minister who” 


was arrested in July 1984 during a round 
up of 20 alleged members and support- 
ers of the Communist Party of Thar 
land. 


harges against Preecha were later 

dropped after he had agreed to 
undergo a period of anti-communist ine 
doctrination (REVIEW, 15 Nov, $4), 
Preecha was Manoon's mentor at Bang- 
kok's Kasertsart University when the 
cashiered colonel was studying for a de 
gree in social science 

Manat was allowed to escape into the 
Thai countryside as part of the same 
deal negotiated by 1st Army Region 
commander Lieut-Gen. Pichit Kul- 
lavanich that permitted Manoon to 
leave the country. Official accounts say 
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the bargain was struck in part to secure 


. who was apparently taken 


the release of air force commander Air 
Chief Marshal Praphan Dhupatemeya, 
Ostage in 
the early hours of the coup. 

Nothing has emerged since then to 
explain why Manat has not been ap- 
prehended — a situation made even 
more curious by reports from police and 
diplomatic circles that he was recently 
interviewed by unidentified military of- 
ficers. 

Over a period of not less than three 
months, according to the police, Manat 
had acted as the chief liaison among Ma- 
noon loyalists in the army and also with 
labour leaders who, it was hoped, would 
be able to give the coupmakers mass 
support on the streets. However, 
Manat's activities attracted suspicion 
and, prior to the coup, he was moved 
from an air police battalion to a support 


| —unit where he was not in a position to 
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mobilise any large force of men. 
Ekkayuth was already a fugitive 


| from justice when he was observed with 
| rebel soldiers at the Bangkok Mass 
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| Transit Authority bus depot in the pre- 


dawn hours of 9 September. A warrant 
for his arrest on fraud charges had been 
issued early in the year, following the 


| collapse of his Chartered Interraction 


E scheme — an offshoot of the 
larger and better-known Mae Chamoy 
chit fund. Police investigations have re- 
vealed that both he and Manat were in 
close contact during the planning of the 
rebellion and that he provided some fi- 
nancial support. 


nother key figure still on the run in 
Thailand is Capt. Nakharin Nakar- 
thit, a company commander in the Bang- 
kok-based 4th Cavalry Battalion. Police 
say he acted as the link between Manat 
and at least six other kev officers — two 
captains and four lieutenants — attached 
to his own unit and also to the 4th Ca- 
valry Regiment in the garrison town of 

Saraburi, 100 miles north of the capital. 
In two separate court hearings on 25 


} and 28 October, five serving or retired 


senior military officers, 26 junior offic- 
ers and non-commissioned officers from 


—cavalry and air force units, and nine civi- 


lians were charged under articles 113, 
114 and 116 of the Criminal Code with 
conspiring to incite an insurrection be- 


_ tween | August and 9 September. 


fi 


One-time supreme commander 
Gen. Serm na Nakhon was named as 
first defendant, with former prime 
minister Kriangsak Chomanan, ex- 
deputy army commander Gen. Yot 
Thephasdin na Ayutthaya, deputy sup- 
reme commander Air Chief Marshal 
Arun Promthep and former deputy sup- 
reme commander Air Chief Marshal 
Krasae Intharat described as co-con- 
spirators. 

Only Article 113 of the code, which 
deals with the violent overthrow of the 
government, provides for sentences of 
death or life imprisonment. Article 114 
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carries a three- to 15-year 
assembling rebel forces and weaponary, 
and Article 116 lays down a maximum 
seven-year sentence for utterances. 
either verbal or written, which incite 
public unrest. 

Although investigators say they have 
identified the crewmen aboard the four 
tanks which opened fire on the radio 
Station and are now looking for a motor- 
cyclist who apparently delivered the or- 
ders to shoot by hand, no charges have 
been filed which relate specifically to 





| that incident. Instead. the deaths of at 


least five people — including NBC TV 
newsmen Neil Davis and Bill Latch — 
are embodied in the wording of the 
overall indictment. 

Defence lawyers have said they in- 
tend to plead that the cavalrymen were 
acting on the orders of a superior of- 
ficer, but other legal experts point out 
that under Article 70 of the code that is 
no defence if it was known the orders 
were illegal. 

The time period covered by the in- 
dictment begins about a week or so after 


\ 
Manoon: allowed to leave. AP 





Manoon is known to have slipped into 
the country from the US and tends to 
confirm reports that the coup was post- 
poned three or four times before it fi- 
nally went ahead. 

Thailand has traditionally dealt le- 
niently with coupmakers. Indeed, the 
only rebel leader to have been executed 
was Gen. Chalard Hiranyasiri who 
broke an unwritten law in March 1977 
by shooting dead Ist Division com- 
mander Maj.-Gen. Arun Tavatasin — 
an act of desperation comparable with 
Manoon’s tank assault on the Ist Divi- 
sion radio station as the coup began los- 
ing steam. 

But while an amnesty has still not 
been ruled out for the coup suspects, it 
is clear that the indiscriminate shooting 
in the heart of Bangkok, the resultant 
bloodshed and the harm done to the 
country’s image abroad have been cru- 
cial factors behind the government's de- 
termination to allow justice to take its 
course — for the moment anyway. 
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Mustapha brings injunction to 
try to stop PBS amendments 


By Suhaini Aznam in Kuala Lumpur 


T Sabah state government has 
found itself temporarily para- 
lysed by a temporary injunction 
pentes by the local High Court to 

nited Sabah National Organisa- 
tion leader Tun Mustapha Harun 
restraining state governor Tun 
Moh Adnan Robert from as- 
senting to any bills that seek to 
amend Sabah's constitution. 

The injuction, ted on 26 Oc- 
tober, will be in effect at least until 
6 November when counsel for Mus- 
tapha and Adnan will appear in 
chambers to put their arguments. If 
the injunction remains in force, any 
attempts by the six-month-old Parti 
Bersatu Sabah (PBS) state govern- 

ment to consolidate its n by 
legislative means will be thwarted. 

The "LL lat 

move usta qu : 
Chief er Joseph Pairin Kitin- 
gan — comes at a crucial time for 
the state government. B i 
from a recent defection and thus fi- 
nally assured of a two-thirds major- 
ity in the state legislature, it plans to 
pass two important amendments to 
the Sabah constitution: 
> To force legislative assembly 
members to re their seats 
and face a by-election if they wish 
to switch , rather than 
merely the floor. 
» To require the governor to ap- 
point a member of the party with 
the greatest number of seats in the 
assembly as chief minister. 

At present, the wording of the 
relevant article in the constitution 
reads that the governor “shall ap- 
point as chief minister a member of 
the legislative assembly who in his 
judgment is likely to command the 
co nce of a majority of the 
members of the assembly." 

With the proposed amendment, 
PBS hopes automatically to pre- 
clude a recurrence of the situation 
on 22 April this year when both 
Mustapha and Pairin were sworn in 
as chief minister within 24 hours. 
— Y corlee ool 

š a's er suit, 
—— as oe — and 
us the legitimacy of the ov- 
ernment, is due fo be heard bs 18 
November. 
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My Rolex is more than just a watch, 
it makes me feel dressed’ 


[n everything that she does, 
Dame Kiri Te Kanawa combines 
a remarkable liveliness and 
spontaneity with an absolute 
obsession with perfection. She 
delights i in Strauss and Mozart 
“because the women in their 
operas are contradictory; warm 
and cool at the same time. 
Two of her favourite roles, for 
example, are the sad young 
Countess in ‘Le Nozze de Fi igaro 
and the frenzied, passionate 
Donna Elvirain‘Don Giovanni. 


When she decided to sing 
the Feldmarschallin in ‘Der 
Rosenkavalier, Kiri said it was 
“because the character appeals 
to me. She has understanding 
and maturity and when she 
lets her lover go, you feel its 
not completely "due end of the 
world for her. I'm sure I will 
have to sing the Marsc hallin 
100 times before I fully under- 


stand the depth of the chai "'actelr T 
Her famous voice ( "Perfect" 


said Sir Colin Davis of the 


Royal Opera House, Covent 
Garden), is in such worldwide 
demand that she IS booked up 
lor years to come. Will her voice 
stand the strain? Kiri says, 
"What you have to rememl er 
is to give quality, not quant ity. 
For many years, Rolex has 
shared that same obsession. 
"My Rolex, says Kiri, 


than just a watch, it also makes 


ROLEA 


“is more 


me feel dresse d. |t 
has been a friend 
for a long time. 





THE ROLEX LADY DATEJUST CHRONOMETER IN I8CT. GOLD. BEZEL AND DIAL SET WITH DIAMONDS 


ONLY TWO PLACES IN 
THE WORLD SERVE FOUR SEASONS 
LOBSTER IN SAVOY CABBAGE. 


x 


This October, November and December, First Class passengers on our nonstop flights from Tokyo to Los Angeles will enjoy a menu 
including Pumpkin Bisque, Shrimp and Chicken Curry, Four Seasons Lobster in Savoy Cabbage and Vacherin Glacé. prep 


ared to recipes 





FOUR SEASONS, 
ONE OF THE FINEST RESTAURANTS 
IN NEW YORK. 


created exclusively for Singapore Airlines by Four Seasons of New York. Accompanied, as always, by 


Dom Perignon, Malossol Caviar and Hennessy X.O., served by our gentle hostesses in their sarong kebayas. SINGAPORE AIRLINES $ 





THE FINEST YARN ALONE DOESN'T MAKE A 


Only the best design will ever be considered for a Dunhill product. 
And the best designer will utilise the finest materials in the knowledge that the finest craftsman will produce 
an item worthy of the Dunhill name. 





ALFRED DUNHILL'S PHILOSOPH Y: 


IT MUST BEUSEFUL.IT MUST WORK DEPENDABLY.IT MUST BE BEAUTIFUL. 
IT MUSTLAST.IT MUST BE THE BEST OF ITS KIND. 


DUNHILL SWEATER. A UNIQUE DESIGN DOES. 
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The Dunhill sweater. Made from 100% cotton, this sweater has been designed to 
complement the character of the yarn. A natural fibre, it breathes freely, allowing coolness and comfort 
In all, Dunhill designers utilise 12 of the world’s finest yarns to create a range of 
sweaters of unmatched quality and style. 
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A deem that's stood the test of time. 60 years ago, the first Dunhill lighter was designed to 
light first time every time. It still does. Today, each component is still engineered over 180 days. A quality 
that makes the Dunhill lighter the foremost lighter in the world. 





an len f ingredients, Grown in 12 different countries, stretching from 
Somalia to the French Alps, the herbs and flowers used in the blending of a Dunhill fragrance are selected by hand 
The oils they produce are then blended by a Parisian perfumer to achieve the ‘signature’ 
that makes a Dunhill fragrance unique. 
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— As the Namchow Group's lead bank we're 
with them all the way in their diversification efforts 
and continuous product development. 

. Chase plays a key role in the Namchow 
Group's expansion program by providing import 
financing, working capital loans and term financing. 

A close and highly rewarding relationship with 
à crucial difference. 

A difference which stems from Chase's global 
expertise and capabilities, coupled with close 
working relationships with its customers. 

.. The Chase Partnership. 
A simple but dynamic approach which enables us 
to serve you better — whatever your business. 














billion-dollar Dallas-based corporation with projects in a dozen nations — 


that surround or are surrounded by the Pacific Ocean. 


: : . 3 our commitment to the Asia Pacific wasn't born yesterday. We have 
been growing in partnership with you since 1962. 


- p= Shanirock i is oil and gas, chemicals and coal. It is a mult- 


Today, among other things, our Indonesian oil is a major energy source 
for your utilities and your industry. Our billion tons of Alaskan coal is 
being readied for your boilers and furnaces. Our chemicals are helping 
your textile and electronics industries grow and prosper. Fully a third of 
this Fortune 500 company’s assets are in the Asia Pacific. 

Diamond Shamrock’s partnership with Asia has been a rewarding one 
for both sides. We are actively seeking new ways to make it even more 
.. rewarding. For you as well as for us. » Please write for our new booklet, 

. “Helping Asia Grow.” 





shamrock 





The resourceful company 


Diamond Shamrock Corporation © Diamond Shamrock Corporation 
16/F., St. John's Bldg. . imperial Tower 1-1, 1- Chome 

33 Garden Road .  Uchisaiwai-Cho 

Central, Hong Kong |. Chiyoda-ku, — 100 Japan 
TeL: 5-212435 |». Tel: 3-593-341 


Telex: 65-301 DSPRC HK . Telex: J34313 Dec TYO — 











LE RAFFINEMENT : 
THE STYLE AND ELEGANCE THAT IS MERIDIEN 
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At over 40 Meridien hotels San Francisco, New Orleans, \ 
around the world you can Montreal, Rio, Guadeloupe, 
experience what we proudly call Bahia and Martinique. 
Le Raffinement. EUROPE/MIDDLE EAST: 
ASIA/PACIFIC: Hong Kong, Paris, Lyon, Tours, Abu Dhabi, Gisenyi, Kigali, Luanda, Dakar, 
Hong Kong/Airport, Singapore, Athens, Milan, Porto, Lisbon, Port Gentil, Mauritius and 
Changi/ Singapore, Tokyo and Tunis, Lattakia, Palmyra, Nice, Reunion. 
Colombo. Damascus, Al Khobar/Dhahran, You can also look forward to 
THE AMERICAS/CANADA: Cairo, Baghdad, Mohammedia, experiencing Le Raffinement in 
New York, Boston, Houston, Jeddah, Kuwait and Khartoum. Vancouver, Delhi, Taipei, 
Los Angeles / Newport Beach, AFRICA: Brazzaville, Douala, Aleppo and Cairo / Heliopolis. 
For reservations, contact your travel agent or phone Hong Kong 3-669996, Singapore 733-2878, Australia 235-1174 (Sydney) 
008-221-3807 (Inwatts). Tokvo 093-475-1511, Osaka 06-201-5161, Sri Lanka 544544, Bangkok 234-7877, Manila 815-4946, Seoul 


755-8945 Jakarta 570-016 laipeli 752-0504, Kuala Lumpur 185-738 


THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 


TRAVEL. COMPANION OF AIR FRANCI 





FOREIGN RELATIONS 


Sihanouk: Son Sann; Mitterrand: vague interest in 
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Hanoi's Khmer shuffle 


Vietnam says it will talk to all three members of coalition 


By Nayan Chanda in New York 


ietnam has let it be known that it 

would agree to direct talks being 
held between Phnom Penh's Heng Sam- 
rin regime and the tripartite Cambodian 
resistance coalition, including the 
Khmer Rouge but personally excluding 
Pol Pot and leng Sary. Such direct 
negotiation would obviate the need for 
"proximity talks" between Vietnam and 
the Heng Samrin regime on the one side 
and the coalition on the other, as pro- 
posed by Asean. 

While agreeing to talk to the Cambo- 
dian coalition, including the Khmer 
Rouge faction, Hanoi and its allies in 
Phnom Penh, still insist, however, that 
the final outcome must involve dis- 
mantling of the Khmer Rouge as a poli- 
tical and military organisation. 

Vietnamese Minister of State Vo 
Dong Giang told the REVIEW in New 
York that he had been informed by 
Cambodian Prime Minister and Minis- 
ter of Foreign Affairs Hun Sen that the 
Peoples Republic of Kampuchea 
(PRK) was ready for such talks. Giang 
explained that the exclusion of Pol Pot 
and leng Sary was required because a 
tribunal in Phnom Penh in 1979 had 
condemned them to death in absentia 
for crimes of genocide. 

While Prince Norodom Sihanouk, 
the head of the Coalition Government 
of Democratic Kampuchea (CGDK) 
told the REVIEW that he was unware of 
such a proposal, a high Asean official 
attending the UN General Assembly 
confirmed that the Vietnamese had 
indeed broached the idea in private 
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conversation. "I would like to get some 
more detail before judging this new 
proposal,” the Asean official said, 
adding that he was "afraid that the 
Khmer Rouge might oppose the idea of 
direct talks with the Heng Samrin gov- 
ernment." 

Another senior Asean diplomat said 
that while he was encouraged by the 
Vietnamese readiness to talk to the co- 
alition including the Khmer Rouge fac- 
tion, he was concerned that such talks 
could only confer legitimacy on Phnom 
Penh — something that Asean had 
fought very hard to prevent. 

Asked about the contradiction be- 
tween the PRK readiness to talk to the 
Khmer Rouge but not accepting their 
participation in a general election as a 
political group, Giang gave an ingeni- 
ous explanation. He pointed to the dif- 
ference between what he called “a pro- 
cess and the outcome.” According to 
Giang, Hun Sen explained to him that 
“there was a distinction between deal- 
ing with the Khmer Rouge or Sihanouk 
in the process of talks and having them 
take part in the settlement that ensues 
from the talks.” In other words the 
Khmer Rouge can take part in talks as 
part of the resistance coalition but they 
would have to disband themselves as an 
organisation at the end of the talks. 

Although Giang did not elaborate on 
the subject, the purpose of the talks be- 
tween the PRK and the coalition gov- 
ernment seemed to be for the latter to 
agree to its own demise as a political en- 
tity,and share power in the PRK by par- 
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ticipating in a general clection as private 
individuals. According to Giang, Hun 
Sen specified that Khmer Rouge politi- 
cal and military organisations have to be 
dismantled. 

“Those who would renounce the 
Khmer Rouge would be allowed to take 
part in the elections as ordinary citi- 
zens,” Giang said. 

Thus while Hanoi and Phnom Penh 
have reversed their earlier stand of not 
dealing with the Khmer Rouge and 
talking only to Sihanouk or coalition 
prime minister Son Sann if they disas- 
sociated themselves from the Khmer 
Rouge, the new proposal has mot 
changed their basic position which aims 
at elimination of the Khmer Rouge asa 
political organisation and legitimisation 
of the PRK. 


Menon obviously is not placing all 
its hope on enticing the coalition into 
direct talks. At least two other parallel 
moves consist of efforts to organise an 
informal gathering of interested parties 
to discuss Cambodia and an invitation 
to Sihanouk to return to Cambodia to 
become head of state of the PRK 

According to diplomatic sources, 
Vietnam had approached France to host 
a meeting in the form of a symposium 
where representatives of various coum- 
tries interested in Cambodia could dis- 
cuss ways to a settlement of the Cam- 
bodia problem. The Vietnamese re- 
quest, interestingly enough, dovetails 
with Sihanouk's latest call for an infor- 
mal meeting. 

In an interview, Sihanouk said he 
had approached French President Fran- 
cois Mitterrand to organise an informal 
meeting — “a grand cocktail” — bring- 
ing together Cambodian factions and 
the countries concerned with Cam- 
bodia. 

He suggested that “during the infor- 
mal talks we should examine the possi- 
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ver, iie raid had expressed 
üi pe- Interest, in, the idea. while 


















—2 — Sihanouk, Thai 
Minister, Sitthi- Savetsila. told 
m Bangkok, Paris is too far to 
just. for a. cocktail. or a glass of 











| und added that leaders ‘of 
pore, Malaysia. and the Philip- 


| a. "Naturally they 
dare to put themselves in conflict 
Thailand, And they also feel that 
ne is not ripe for China and Thailand 
accept my idea." Sihanouk hoped 
ime would come soon. 

T nevertheless reminded my inter- 
cutors from Singapore, Malaysia and 
e Philippines that, according to me, 
ie is working for the other. side.” 

nanouk's.- long-standing belief that 




















‘aul Quinn-Judge in Bangkok 

ver the past six months Vietnamese 
leader Le Duan has knocked gap- 
ng holes in Vietnam's old economic sys- 
m; and in doing so has directly at- 
ked the egalitarian. principles that 
€ been instilled in generations of 
inamese Communist Party (VCP) 






The most recent blow to the old ways 
ame.on 23 September, when the gov- 
iment announced a new wages sys- 
or state employees and the army. 
.new system explicitly repudiates 
“heavy egalitarianism” of the past, 








ple of “pay according to work.” 
differentials are. based on such 
as the difficulty of the work or 
. is needed, to accomplish it. 

salary changes. were the third 
innovation since the eighth 
of the VCP Central Committee 















nced the end of the subsidies given 
O government workers for basic 
oodstuffs and other key commodities, 
nd the introduction of cash salaries in- 
exed to the cost of living. Then on 14 
eptember the government changed the 
rrency: one new dong was declared to 
worth 10 old dong (“10 old nothings 
ual one new nothing,” an East Euro- 
resident commented gloomily), 
w notes were issued. 















hom he met in New York were - 


g it with a system based on the 
policies seem to have established the in- 
..tellectual 
change can take place: much of.the de- 
„bate in the media these days. centres on 
efficiency rather than ideology. 


une this year. The plenum an- 








Hayden, — Sihanouk praised as M 
“honest and sincere [with] plenty of Bi 
goodwill,” told him the situation for MI 
| HengSamrin was getting better and bet- BI 
ter in every field. Hayden also informed $A 
Sihanouk that there was a change in the - 













attitude of the Heng Samrin regime tos. dads 


wards the prince.. 






Earlier, leaders in Phnom Penh have |: isa 


indicated they would like Sihanouk to ff 
fill the same sort of role as.that of the W 







late Prince Souvanna Phouma in Laos, PMi 
as an adviser to the government. “But DAN 


. now, according to Bill Hayden, if I de- fi 
cide to go to Phnom Penh I can be head 
he said. Sihanouk. „stressed 


of state," ! 
that by conveying that news Hayden , 


“was not serving the interest of Hanoi or 


Moscow. A man like Hayden is. very 
honest.’ 

But Sihanouk said he told Hayden 
that he could not be the head of state of 
such a regime or cooperate with. a 


Acceptable face of capitalism 


anges to economic system bewilder party faithful 


The move seemed to be a repetition 
of a similar operation in 1978 and was 
obviously an attempt to bring under 
state control the reportedly vast amount 
of money circulating in the “open” — 
non-government — market. As usual 
news of the change leaked out in.ad- 
vance, and mass buying of basic com- 
modities seems to have neutralised 
much of the operation. | 

The immediate effect of the changes 
seems to have been confusion. This is 
scarcely surprising, as the changes go 


against decades of ideological and | 


bureaucratic tradition. But the. new 





framework . within. which 


Le Duan and his close. colleagues — 
these most probably include politburo 


‘members Le Duc Tho, Nguyen Van 


Linh and Vo Van Kiet, and Deputy 


| Premier Tran Phuong — are dismantl- 
ing the old structures built in the 


north during the war, and making it 
clear that the transition to. socialism 
will be a much longer process. than 
the leadership previously implied. 


The change must come as a shock to | 


the VCP rank and file who. had been. 
led to believe that the transition. to 


| least six years. 








Heng: Samrin:c “change in attitude. | 


foreign power occupying. his ‘country. 
He, however; added: “T have no hatred _ 
against Vietnam or Heng Samrin. I 
‘want to normalise Cambodia’s relations 
with Vietnam. I will go home when — 
with the help of ene Asean, the Soviet 


the party leaders who had preached this. 
^ The main victim of the recent 
changes seems to have been the theo: 
of permanent revolution —- tl 
that the bourgeois: democra ic : 
tion could proceed. non-stop to social- 
ism. This was the line that appeared to 
predominate 10 years ago when Truong 
Chinh — thought to be one of the main 
opponents’ of the current policies — 
called for “fast, strong and firm” transi- 
tion towards socialism. 

Until recently, as far as the VCP was 
concerned, there was. only one alterna- 
tive to socialism: capitalism, described 
by Truong Chinh as “the path of ruth- 
less. oppression and exploitation, |. 
characterised by the most abominable | 
evils one can see every day in the U nited ni 
States or any other capitalist country." | 
The vast majority of. VCP members | 
joined the.party when Truong Chinh’s 
‘clear-cut world. view. „predominated. 
They probably find the new line, with its 
deceleration of socialist tranformation, 
wing of capitalist-style 
,€0 nfusing at the very least. 



































A (S the pace of. ch ange. has, pick- | 
IF" ed up remarkabh this year, the 
policies have been i in ther 













production. incentives. conde vein pum 
way for local managers — was adopted 
at the fifth VCP plenum of September 
1979. In 1982 they were adopted by the 
Fifth Party Congress, which by.a subtle 
sleight. of hand portrayed them asa con- - 
tinuation, rather than a Eevee, of the 
earlier policies. - 















| socialism was well P MBSE: way, and to | party main 
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.| Union, Vietnam and all the sponsoring 
| countries — I will be able to preside 
. over a government of national reconcili- 
ation because to be in Phnom Penh 
would not be useful to my people, 
because the Khmer Rouge would be 
there always to sabotage my work. To 
rebuild our destroyed country we need 
peace." 

Asked whether he saw any possibil- 
ity of a breakthrough on Cambodia 
from — Sino-Soviet rapprochement, 
Sihanouk said he did not see any sign of 
progress. Neither did he see any soften- 
ing of the rigid Chinese position vis-à-vis 
Vietnam. Interestingly, in contrast with 
Sihanouk's pessimism the Vietnamese 
claim to see signs of a shift in the 
Chinese position. 

Giang said: “We are getting mixed 
signals from China. We are trying to 
analyse them and see what they mean." 
Giving example of mixed signals he said 
that on the one hand China had kept up 
its military pressure and tough political 
demands but on the other had made 
small gestures of friendship. He said 
that the Chinese had been attacking the 
Vietnamese border with artillery, some- 





tween two paths" — socialism and 
capitalism — could still go either way. 
The new policies, this group implied, 
would reinforce Vietnamese capitalists. 

The opposite side of the argument 
was expressed by people like Tran 
Phuong, who asserted that capitalism in 
Vietnam was definitely not a threat to 
socialism. As late as 1983 pani ideolog- 
ical specialists were still spea ing criti- 
cally of the *small segment" of party 
members who had expressed doubts 
about the ability of the northern system 
to compete with southern capitalism. 
(Few people today would question the 
north's inability to do so.) 

The party newspaper Nhan Dan re- 
cently gave a graphic account of the 
tribulations of one overly successful 
Hanoi factory manager. By 1984 he had 

established a good reputation with 
"foreign customers and built up for- 
eign reserves of US$500,000, Nhan 
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nam. They had also been taking a tot 
‘line, demanding total Vietnamese with- 
— from Cambodia before engaging 
in talks. 





B the Chinese message of greet- 
ings on Vietnam's National Day on 2 
September had been friendlier than in 

revious years. Asked what conclusion 

ietnam drew from Peking’s mixed 
signals, Giang said that it was Hanoi's 
view that the Chinese had realised that 
their policy in Cambodia was a failure 
but at the same time they feared that 
to encourage dialogue with Vietnam 
would further precipitate Asean’s move 
towards a dialogue. So while maintain- 
ing a hard public line China was dis- 
creetly positioning itself for eventual 
talks. 

Chinese sources deny that there is 
any softening whatsoever towards Viet- 
nam. In a bid to dispell any doubt on 
that score Peking has given US and 
Asean officials details about its con- 
tinued military pressure against Viet- 
nam. 

During his recent visit to Peking, 





Dan says. Instead of 
praise, however, he was 
constantly looking over 
his shoulder and wonder- 
ing whether his factory 
was not developing too 
fast. 


2s Duan signalled a 
speed-up in econo- 
mic policy changes at the 
sixth V plenum of 
July 1984, but most of 
the implementation has 
taken place this year. 
The 10th anniversary of 
the end of the war, dur- 
ing which Le Duan 
emerged as Vietnam’s 
undisputed leader, may 
be the key factor behind the abrupt 
change in tempo. 

The build-up to the 10th anniversary 
was accompanied by a sharp change in 
Le Duan’s public image. He had previ- 
ously kept in the shadows but a lengthy 
series of biographical articles in Nhan 
Dan just before the aniversary placed 
great stress on his personal qualities, 
contribution to the war effort and close- 
ness to Ho Chi Minh. And while VCP 
officials had up to then tended to stress 
that the victory over the US was the col- 
lective triumph of the whole VCP 
leadership, the publication of a thick 
volume of Le Duan’s war directives to 
the south emphasised his key personal 
role in prosecuting the war. 

The increased prestige may have 
given Le Duan the extra strength 
needed to push ahead with the changes. 
Or conversely the build-up of his role 
may have been a carefully planned pre- 
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a detailed briefing or 





Yew was given 


D 


Chinese shelling and other attacks on 


1 


Vietnam and * counts" of Viet- 
namese casualties. Chinese also in- 
formed Lee that four Vietnamese offers — 
of secret talks had been turned down by 
Peking. 
While p some marginal im- 
ino- Vietnamese rela- · 
tions — increased trade, more civil con- — 
tacts in public occasions including — 
Chinese attendance at Vietnamese | 
tional Day receptions in different cities — 
in the world — US analysts tend to dis- — 
miss the Vietnamese claims as mainly - 
propaganda aimed at sowing doubt be- - 
tween Asean and China. — i" 
Although the reverses suffered by 
the Cambodian resistance during the © 
last dry season, their modest perform- | 
ance during the rainy season and the in- — 
ternecine conflict within the Khmer - 
People’s National Liberation Front 
have cast some shadows over the gen t- 
ally upbeat Asean-Chinese view of the - 
Cambodia conflict, a move towards - 
negotiations is unlikely until the results — 
are in for the 1986 dry season. / 
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lude to their accelerated introduction, 
Certainly the potential opposition tot J— 
policies was great: in addition to Truong - 
Chinh and his protégé To Huu, a deputy 
premier and politburo member, the 
armed forces leadership is thought to be 
unimpressed by the new policies. Anc 
the open proponents of change — men 
like Vo Van "iet and Tran Phuong — — 
would probably not be able to push. 
through the policies on their own. — 
Le Duan may also have received a 


‘little help from Soviet leader Mikhai 


Gorbachov, however. Many of the- 


| pr^ currently underway in Vietnam. 


resemblance to tho: 


ar a stron sc 
championed in the Soviet Union by 
Gorbachov. Like Le Duan, Gorbacho 
has declared war on bureaucracy ant 
the Vietnamese and Soviets both spea 
of giving local planners and managers. 
more initiative. T 

Also in common with the Vietnam- 
ese, Gorbachov has in the past tried to: 
increase output by the promotion oi 
production contracts. Similarly, he has 
called for more use of “economic lev-— 
ers" (both Gorbachov and Le Duan use 
the same phase) such as prices and pro- 
fits to stimulate the economy. 
bachov's 15 October criticism of the 
“groundless fantasies" of past policies” 
even sounds rather like the Vietnamese 
reformers’ denunciation of “heavy 
egalitarianism. ” e. 

In content the two sets of changes 
may differ considerably, but the Sovie 
reform effort at last gives the Vietnam- 
ese reformers a legitimate socialist — 
parallel to point to. Until now, after all, — 
the main parallel! with the Vietnamese 
policy changes was a rather embarrass- y 
ing one — China. "D 
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On September 30, The Royal Bank of in Sydney and Tokyo, and merchant. 
cotland merged with its sister bank, Williams & in Jakarta and Singapore. - | 
lyns, and became simply The Royal Bank of Our banking service for corporate cus- 
cotland. — | ||. | | . tomers handles all aspects of foreign doc 
his strengthens still further our position services, and payments, loans, deposits and 
he Pacific Rim. We already have branches in finance. Whether you're already trading in the] 
ong Kong and Singapore, representative offices Rim, or currently thinking about 
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Andrews in Port Moresby 

"3$ ecent developments on Papua New 
3uinea's border with Indonesian- 
trian Jaya: have emphasised the 
tility and complexity of a refugee 
blem which continues to defy solu- 
‘The forced repatriation on 12 Oc- 
of 12 activist supporters of the 
Papua Movement — known as 
OPM — brought underlying ten- 
"to a head. More than 100 Irian 
ins from a camp called Blackwater 
mainly young men — rampaged 
ugh the northern border town of 
animo, smashing government offices 
overturning several vehicles. 
Earlier that day, the 12 men claimed 


atus by supporting insurgency were 
oaded on to two chartered light aircraft 

the 30-min flight to the Trian Jayan 
capital of Jayapura. One of the aircraft 
is temporarily forced to re-land after 
ie of the men being deported allegedly 
acked a police guard with a knife. 
ome eyewitnesses subsequently claim- 
"the Irian Jayans were beaten by 
lice on the airstrip while handcuffed. 
Blackwater Camp inmates said the 
en were tricked into believing they 


mpus over refugees 


gets tough — and so do lrian Jayan sanctuary-seekers 


PNG to have violated their refugee | 






were being flown to another camp, but 
that three others who were tipped off 
had fled into the bush. An angry group 
from the camp arrived in Vanimo at 
about midday after walking 15 km from 
Blackwater. They first protested out- 
side the airline office which had char- 
tered the aircraft for the deportations 
and then turned on the offices of the 


Foreign Affairs Department. Every. 
window and exterior panel was smashed - 


by large stones and timber. Police and 
soldiers used teargas to break up the 
demonstration and subsequently 106 
men and two women were charged with 
offences ranging from threatening be- 
haviour to malicious damage to govern- 
ment property. The local Catholic 
bishop, John Etheridge, said the trou- 
ble had resulted directly from the "in- 
humane" action of repatriating refugees 
against their will. 

The forced repatriation fits in with a 
hew government policy package to deal 
with the border situation. It is based 
on a tougher stand against use of PNG 
soil by anti-Indonesian independence 
forces, movement of more than a dozen 
camps further away from the border and 
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son who has 
origin and is unwilling to return because 
of what "our government judges to be a 
justifiable fear of persecution for 
reasons of political opinion.” This is 
narrower than the UN definition 
which is based on an individual's per- 
ception rather than government assess- 
ment. 

PNG is now also seeking to inter- 
nationahise the issue through greater 


UN involvement and direct assistance. 
from countries such as Australia, the 


US and the Netherlands to help finance 
the screening process and to accept peo- 
ple for resettlement. The plan is for the 
most politically active [rian Javans to be 
resettled overseas, with less active peo- 
ple who nonetheless are deemed to have 
a realfear of persecution being resettled 
in PNG. 


he government has announced it will 

establish a "pilot repatriation pro- 
gramme" in a yet-to-be-selected camp 
under which people found not to be 
genuine refugees would be sent back 
across the border. The disturbances at 
Vanimo over the forced repatriation 
there could be a signal that any such 
plan could meet with strong resistance, 

The reason that Australia, the US 
and the Netherlands have been re- 
quested to lend additional assistance is 
historical. All three countries were di- 
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Bewani border station: stringent screening. 
rectly involved with determination of 
Irian Jaya’s status in the 1960s — the 
Netherlands as the reluctantly outgoing 
colonial power, Australia as adminis- 
trator of PNG and the US as a super- 
power power-broker. Although reticent 
at first, both Australia and the US sub- 
sequently endorsed Indonesia’s incor- 


poration of Irian Jaya as a province of 


Indonesia. 
The PNG Government now feels 
that it was left to deal with the aftermath 


of a border resulting from a colonial | poses. But government leaders, particu- ernment's latest attempts to tackle the 
past and international mishandling of | larly Deputy Prime Minister John | country's thorniest policy tssuc o 
troubled by such qualms in the rally that followed the 21st some Golkar politicians, though “only as a communication —— 
birthday meeting. Some of the T-shirted marchers confessed tool,” Sarwono insists, rather than as a fundamental part 
— * be government workers who were taking part of the 's doctrinal message. Reli will figure in 

in the Sunday morning event at the instructions of their ae s ar 2 added, only as a “contra-issue” for 
bosses. They were ferried down Jakarta's central boulevard Golkar to in case its opponents try to bring it to the 


in an assortment of government vehicles. 
ambulances to sanitation trucks. When asked 










issue two decades 
ago. Quiet sound- 
ing out on pros- 
pects for third- 
country resettle- 
ment on a signifi- 
cant scale has 
so far met with 
very cautious re- 
sponses. But 
Australia is tak- 
ing an increased 
interest in the 
border situation | 
and the Port 
Moresby govern- 
ment will have a 
chance to make 
direct represen- 
tations when 
Australian 
Foreign Minister 
Bill Hayden visits 
for three days from 6 November. 


the Irian — 











Melanesian values and desires in Irian 
Jaya. The hardened attitude is partiy 
linked to resentment over comments Dy 
Indonesian Foreign Minister Mochtar 
Kusumaatmadja that the refugee prob 
lem "belonged" to PNG 

[wo weeks before the noting at Van 
imo a.new group of 350 men, women 
and children arrived at a remote govern 
ment station called Bewani where hall 
a-dozen officials are based. The child 
ren were malnourished and health 
workers estimated that 75% of the at 
rivals had respiratory complaints in- 
cluding pneumonia, tuberculosis and in 
fluenza. They said they had left their vil- 
lages in the central highlands of Irian 
Jaya in 1977 after their gardens and 


Momis. have also referred to the need 
for Indonesia to be more sensitive to 


| houses were destroyed by Indonesian 


troops. One of their leaders, who did 
not wish to be named. said that à 
number of members of the clan had 
been killed in 1980 bv an Indonesian 


| patrol. 


nother aspect of the government's | 
heightened awareness of the refugee 
issue has been a trade-off between its 
| tougher stand on insurgency and a more | 
open approach to commenting on the 
situation inside Irian Jaya, which led to 
the refugee influx in the first. place. 
PNG continues to apportion blame to | 
the OPM for encouraging people to | 
cross the border for propaganda pur- 





from 
such 





He said for the past 10 months they 


| had been living on wild food collected im 


the jungle and that hunger and sickness 
had driven them into PNG. Healthy 
men had stayed behind to support OPM 
groups operating on the other side of 
the border. It is the lack of predictability 
about such new refugee arrivals and 
fears among those crossing over, JUS 


| tified or not, that will challenge the gov- 


*From now on, elections will be contested on program- 





uses of official property and prerogatives, Sarwono declared mes instead of ideology,” said one Golkar strategist glee- 
them “aberrations” of the sort that Golkar is earnestly try- . With all the resources of the state wr 
ing to stamp out in its ranks. the of Information at its 
he party is not shy, though, 
omite kt advedinge ot 
the | not only for 
. The 1 will be the first feast of demo- 
ne all poli (a 
June) ing i 
idcologion bas” the five 
casila (theism, h . nationalism, consensus ridden opposition parties (REVIEW, 13 June), Golkar ex- 
democracy and social justice). As a result, the PPP and PDI settle rg oe ani im 
will, in principle, no longer be able to make distinctive control 70% of the elect 


respectively. | 
Nor can the PDI lay exclusive claim any more to the 


i ing that Golkar already 
seats 
even worry that the vote 


— — — ed Indonesian n bie i favour, n —— 

precursor). Lately, vernment a party state. represent 

Don of Sukarac’s otici Sage ioc to inherit his commitment to democratic 

statesmanly mantle (REVIEW, 29 Aug. and 3 Oct.). As for arya AS ig e paan for its current chairman, 
the PPP's popularity base, Golkar has been making inroads State Secretary. , some of his rivals in the In- 
into this as well, by funding mosques and religious schools. donesian military could have second thoughts about the 


Islamic rhetoric increasingly crops up 


, ^ 
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in the speeches of 





party's growing autonomy. 
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| NUCLEAR ARMS 
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_ By Salamat Ali in New Delhi 
IE redictably, Pakistan President Zia- 
| & ul Haq, in his talks with Indian 
— Prime Minister Rajiv Gandhi in New 
| York on 23 October, failed to convince 
| India of the peaceful nature of his coun- 
| try's nuclear programme currently de- 
- scribed here as the single largest obsta- 
cle in the efforts to end the bilateral dis- 
- cord that has bedevilled the neighbours’ 
relations. Gandhi was quoted here as 
‘Saying Zia denied the existence of any 
‘nuclear armament plan in Pakistan “but 
-we are not fully convinced." 
_ Gandhi has been at pains to make 
that his government is not about to 
open negotiations with Pakistan under 
pressure from the US and that it is 
‘purely a bilateral affair between India 
"and Pakistan. This stand is not in com- 
plete harmony with his pleas to the US 
to withhold military and other assist- 
‘ance or at least otherwise pressurise 
Pakistan which India argues is headed 
towards a nuclear-weapons capability. 
However, his stand is in line with what 
India told two visiting US officials in the 
"second half of September. 
_ Michael Armacost, under-secretary 
for political affairs, and Donald Fortier, 
— the presidential deputy assistant on na- 
| tional security affairs, suggested to 
| India in New Delhi on 17 September 
| that it should consider a regional initia- 
| tive to avert nuclear competition in the 
| Subcontinent. According to a spokes- 
| man of the Indian Foreign Ministry, 
| India “disapproved” of the US sugges- 
| tion and instead asked the US to 
monitor Pakistan's nuclear programme 
to make sure that it did not acquire a nu- 
clear-weapons capability. 

_ Both India and Pakistan vehemently 
} deny that their nuclear research pro- 
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Politics of proliferation 


| Zia fails to convince Gandhi of good intentions 


grammes have a military dimension but 
both suspect each other of doing exactly 
the opposite of their public protesta- 
tions. In recent weeks, the two major 
Opposition parties in India — the 
Bharatiya Janata Party and the Janata 
Party — have called for keeping India's 
options open. In a recent interview with 
a foreign publication, Gandhi said: 
"Our old decision not to make a bomb 
remains. But I am not saying the deci- 
sion is irrevocable." 

Pakistan has been arguing that India 
has either already stockpiled or can 
stockpile warhead material from the 


Bhabha Atomic Research Centre and 
later from the locally built Dhruva reac- 
tor which went critical on 8 August, but 
is currently shut down for repairs. Addi- 





bui 
: kam near Madras on 18 October which 










It fast-breeder reactor at Kalpak- 
makes India the seventh country in the 
world to have an operating reactor of 
this kind, joining the US, Soviet Union, 
France, Britain, West Germany and 
Japan. 
India, which tested a nuclear device 
11 years ago, has a vast nuclear research 
programie, makes its own fuel and 
eavy water and has the capability of 
setting off another nuclear explosion 
within two months of deciding to do so. 
At the same time, it argues that 
Pakistan has a uranium-enrichment ca- 
pacity, which is not warranted since it 
only has a 230-mW Canadian-built plant 
at Karachi. India also quotes “foreign 
sources” for claiming that Islamabad 
could produce a bomb within a matter 
of weeks if it does not have it already 
and also that its project to make a bomb 
under the code name “Project 706” has 
been in existence for quite some time. 
The Indian army chief of staff, Gen. 
A. S. Vaidya, said on 18 October that a 
Pakistani nuclear-weapon test could be 
carried out on the Chinese test range of 
Lop Nor to disguise it from the world as 
a Chinese test. The suggestion was 
strongly denied both by Pakistan and 
China. 


io akistan has offered to sign the inter- 
national Non-Proliferation Treaty 
simultaneously with India, open all its 
nuclear-research facilities to interna- 
tional inspection, declare along with 
India a total renunciation of a nuclear- 
weapons capability, open its facilities to 
inspection by India on a reciprocal 
basis, declare South Asia a nuclear-free 
zone or consider any other suggestion. 
India argues that Pakistan has en- 
riched uranium and, according to Gan- 
dhi, “no amount of inspection is going 
to show up this uranium and for that 
reason we are not buying the mutual in- 
spection deal.” India’s chairman of the 
Atomic Energy Commission, Dr Raja 
Ramanna, told the 29th general confer- 
ence of the International. Atomic 
Energy Agency in Vienna on 23 Sep- 
tember that since only 32% of power 
reactors in the world were under Non- 
Proliferation Treaty-type safeguards, 
the logical conclusion was that certain 
nuclear states were free to carry on un- 
restrained proliferation of nuclear 
weapons while others were asked to sac- 
rifice part of their sovereignty. He 
added: “We do not accept the so-called 
non-proliferation measures which ac- 
tually legitimise the possession of nu- 
clear weapons by some states. " 
Ramanna's declaration explains why 
India has never made its exercise of the 
nuclear option conditional only upon 
Pakistan building à nuclear warhead. 
Even if Pakistan were to sign the Non- 
Proliferation Treaty, this would not 
mean Indian renunciation of its nuclear 


capacity. o 





The symbol you see here is a hallmark of elegance and luxury. A sign of impeccable 
| standards and ünriválled service. 
It.is the symbol 6f the:Shangri-La International. Group, a new name on the international hotel scene 
but one whose long established credentials rank amongst the finest there are. 
Take strip into our exclüsive world-and on-the pages that follow expenence for vourself the pride we 
fake in providing the very highest standards in each-and every Shangri-La [International hotel. 
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A world of coconut palms 
and lush tropical greenery, of 
streams, waterfalls and silent 
pools filled with magnificent 

Japanese carp. The fact that 

accolade after accolade has been 
heaped upon the Shangri-La 
singapore will come as no 
surprise to those who have 
experienced a stay amidst its 
unrivalled surroundings. 

Ranked among the world's 

top hotels and voted the hotel 
giving best value for money by a 
travel magazine, the Shangri-La 
lives up to its reputation in 
every respect. 

From the luxurious 

Garden Wing, its balconies a 
mass of pink bougainvillea, to 
the new and exclusive Valley 
Wing with the most spacious 
rooms and suites in Singapore, 
the hotel promises 
accommodation and service of 
the very highest calibre. 

Its standard of cuisine 

attracts gourmets throughout 
the city to the impeccable 
Chinese, Japanese and 
Continental food of Shang 
Palace, Nadaman 

and Latour restaurants. 





SHANGRI-LA HOTEL, SINGAPORE. 
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The 24-hour Coffee 
Garden offers a truly 
international menu, whilst set 
beneath the swaying palms 
beside the hotel’s pool is the 
Waterfall Cafe, in surroundings 
as unforgettable as everything 
else in this Utopian environment. 

A fully equipped health 
club with gymnasium, sauna, 
steamroom, indoor pool and 
massage combines with tennis 
and squash courts to complete 
a picture of superb amenities. 

Whilst for those with 
business in mind the Shangri-La 
offers a 24-hour Business 
Centre and a full range of 
convention facilities for up to 
1,500 delegates. 

Set in a quiet vet prime 
location, the Shangri-La 
Singapore is truly a world 
apart. Yet it is only five 
minutes walk from Orchard 
Road, the city's main shopping 
and entertainment district. 

IN SINGAPORE WHERE ELSE BUT 
THE SHANGRI-LA 


E ShangriLa hotel 


SINGAPORE 
^ SHANCRI-LA INTERNATIONAL HOTEL 





SHANGRI-LA HOTEL, KUALA LUMPUR, MALAYSIA. 
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N. visit to Malaysia’s 


capital city is complete without 
a stay at the Shangri-La. 
Newly opened in April 

1985, the hotel is strategically 
positioned in the very heart of 
Kuala Lumpur and provides 
the tourist and business 
traveller alike with luxurious 
living, first class service and 
every possible amenity. 

Its excellently appointed 

guest rooms and suites feature 
everything from an en suite 
bathroom and colour TV 

to a refrigerator, mini-bar 

and individually controlled 
air-conditioning. 

The hotel boasts no less 

than eleven places to wine 
and dine, including 

Chinese, Japanese and 
Western restaurants. 

And its fully equipped 

health club, swimming pool, 
tennis and squash courts all 
reflect Shangri-La's dedication 
to offering its guests a full 
range of additional activities. 


But it is perhaps fot 
business amenities that tl 
Shangri-La Kuala Lum 
has become best knov 
Its complete international 
convention facilities i 
a column-free ballroo 
Cd yable of he sting a 2, UU 
de egate conrerence, 
as a number of smalle 
function rooms, a 24-ho 
Business Centre and f 
back-up services 

In the few short i 
since its opening, the Shangri 
La has taken its plac | 
premier hotel in Kua 
Lumpur and the very centr 
of business and social OVIT 
in the city. 


IN KUALA LUMPUR WHI 
BUT THE SHANGE \ 
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SHANGRI-LA HOTEL, BANGKOK, THAILAND. 
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There are to be two 
specialty restaurants serving 
the very best French and 
Chinese cuisine, as well as a 
Coffee Garden, Palm Court 
and outdoor barbecue 
restaurant. 

A fully equipped health 
club, swimming pool, tennis 


Since time immemorial Si 

the mighty Chao Phya, or SY 

River of Kings, has been the | 51 i 
very life blood of the * 

Thai nation. EE 

Along its banks stand $ 

nearly all of the sights that 

make the country one of the 


East’s most exotic destinations: 
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— FF 


i PERRET ITITI 


.+ 33,58, 


The Grand Palace, the Temple SSE —— Prod Biki wv and squash courts will cater for 
of Dawn, The Temple of the $ M c —— m. -—M c À EL * the activity minded. 
Emerald Buddha. ENS — —— x = Whilst for those simply 


wishing to relax and soak in the 
atmosphere of the city and its 
legendary river, where better 
than the spectacularly lush 
landscaped gardens reaching 
down from the hotel to the 
water's edge itself. 

In the heart of Bangkok, 
by the River of Kings, there 
will simply be no finer 
standards of service and luxury 
than those to be found at the 
new Shangri-La. 


And on its waters and 

many tributaries take place 
such famous spectacles as 
Bangkok's Floating Market and 
the festival of Loy Krathong. 
Now, to the banks of the 

River of Kings in April 1986, 
comes the new Shangri-La, a 
hotel in every way befitting the 
opulence and splendour 

of its setting. 

Its dramatic and imposing 
seven metre high lobby 
furnished in crystal and marble 
will offer a magnificent 
uninterrupted view of the 
Chao Phya, as, indeed, will 
every one of its superbly 
appointed guest rooms 

and suites, 


IN BANGKOK WHERE ELSE BUT 
THE SHANGRI-LA 
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OPENING APRIL 1986 





SHANGRI-LA HOTEL, BEIJING; HANGZHOU HOTEL, CHINA. 


i since the days of the 
Yuan Dynasty in the thirteenth 
century, Beijing (Peking) has 
been at the heart of China’s 
commercial and cultural life. 
Now ranking amongst the 
world’s ten largest cities it is a 
must for every visitor to this 
fascinating country, and the 
new Shangri-La , opening 

in 1987 offers unrivalled 
standards of service and 
luxury to make your stay 

as memorable as the 

many sights and sounds of 
Beijing itself. 

The Shangri-La has 666 
guestrooms and suites. 

There are both Chinese and 
Continental specialty 
restaurants, as well as a coffee 
house, lobby lounge, bar and 
music room. 

Recreation facilities 

include a heated swimming 
pool and fully equipped 
health club. 

And for those travelling on 
business there is a fully staffed 
Business Centre plus 
banqueting and conference 
facilities for up to 1,000 people, 
with a complete range of audio 
visual equipment. 


IN BEIJING WHERE ELSE BUT THE 
SHANGRI-LA 


Š ShangriLa hotel 


BEIJING 
A SHANGRI-LA INTERNATIONAL HOTEL 








OPENING 1987 
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Described by Marco 
Polo as “the most beautiful and 
magnificent city of paradise in 
the world”, Hangzhou ranks as 


B one of the most scenic and 


serene cities in China. 

Its charm is due in no 
small part to the breathtaking 
spectacle of West Lake, dotted 


; with a myriad of pavilions, 


willow trees, old stone bridges 
and hundreds upon hundreds 
of lotus plants. 

Here is the true imagery 
that has inspired generations of 
Chinese artists, and here, too, 
the Hangzhou Hotel, set on 
the north shore and affording 


! unforgettable views of the lake. 


With the Shangri-La 
International's worldwide 
reputation behind it, the 
Hangzhou Hotel offers a high 
standard of service and 
accommodation in each of the 
East Wing's 156 spacious and 
modern guest rooms and 
suites, while the refurbished 
West Wing and three villas, 
due for completion by 1986, 
will provide another 250 rooms 
and suites. 

The Hangzhou Hotel can 
also cater for meetings of up to 
650 people. 

CAPTURE THE UNIQUE BEAUTY OF 
CHINA AT THE HANGZHOU HOTE! 


sd.» Gi X 
Hangzhou Hotel 


HANGZHOU, CHINA 








A SHANCRI-LA INTERNATIONAL HOTEL 


RASA SAYANG HOTEL; GOLDEN SANDS HOTEL, PENANG, MALAYSIA. 


RASA SAYANG HOTEL 


NIE by lush 
tropical greenery and fronted 
tropical sunshine; of bv a vista of sparkling blue 
shimmering sands lapped by | water, the Golden Sands Hotel 
gentle blue waters. j | stands on the edge of Batu 
No wonder Penang is ; Feringgi Beach and provides 
called the Pearl of the Orient. poe the —— mad 
And where better to facilities on the island. 
appreciate it to the full than | Fach of its ecd yet 
the Rasa Sayang Hotel, uxurious guestrooms has a 
situated amidst twelve acres of balcony with beautiful views of 
lush, sprawling tropical gardens the sea or lush green hills. 
that stretch down to Batu  Aunique — 
Feringgi, the loveliest of all the swimming pool and a 
island’s beaches. children’s wet slide provide fun 
Each of its 320 beautifully for the young and old alike. 
appointed guest rooms and The range of watersports and 
suites offers a private bath, —— nal — ities includes 
colour TV, air-conditioning sailing, waterskiing, 
and 24-hour room service. windsurfing, tennis, squash 
There’s naturally a host of | | and health club facilities, 
outdoor and leisure activities, MEN pote > ea as well as early morning 
— a wae ange g GOLDEN SANDS HOTEL jungle — DM 
watersports with fu Eu And, : > end of the day, 
instruction for beginners. you can relax in one of the 
And when the golden sun many restaurants, such as the 
finally goes down, there are no Bunga Raya with its local " 
less than three bars and three Penang specialties or the Grill 
restaurants in which to relax with its ae —— 
and take in the exotic cuisine. Regular poolside 
atmosphere of this, the most events include barbecues, 
perfect of resort hotels in the -f Malaysian nights and 
most perfect of locations. S mm mer ae MÀ steamboat dinners. 


DISCOVER ROMANTIC PENANG AT | | LE T a HERE DISCOVER FUN PENANG AT THE 
- s GOLDEN SANDS HOTE! 


THE RASA SAYANG HOTEL 
: 


PENANG 


A romantic island of 


swaying palms bathed in 
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SHANGRI-LA INN; PALM BEACH HOTEL, PENANG, MALAYSIA. 





SHANGRI-LA INN 


v. 


Fo those who come to 
Penang on business or to 
discover the island’s many 
places of historical interest 
there is no better location 

than the new Shangri-La 

Inn, situated in the very 

heart of Georgetown’s 
commercial centre. 

Opening in April 1986, the 
Shangri-La Inn will not only 
put you at the very centre of 
things. It will provide Shangri-La 
International standards of 
service and accommodation in 
each of its 431 guest rooms and 
16 suites, with International 
Direct Dial telephone, colour 
TV with in-house movies 

and individually controlled 
air-conditioning. 

There is a full range of 
restaurants and bars, a well 
equipped health centre and, of 
course, a swimming pool. 
With convention facilities 

for up to 1,200 people, nine 
function rooms and a Business 
Centre with secretarial, 
translation, telex and facsimile 
transmission services, the 
Shangri-La Inn will become 
the ideal address for anyone 
doing business in Penang. 

\ BETTER WELCOME FOR 
l'RAVELLERS TO PENANG 


S Shangri-La Inn 


VAM 


A: 
A 
A 
m 
gu 
e 





A SHANGRI-LA INTERNATIONAL HOTEL 


OPENING APRIL. 1956 
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Situated between its 
sister hotels, the Rasa Sayang 
and the Golden Sands, the Palm 
Beach Hotel offers the delights 
of Batu Feringgi's magic at 
exceptionally affordable prices. 

It's the ideal place to enjoy 
a relaxing holiday while 
sunbathing beside the pt ol or 
at the water's edge, or while 
enjoying a long cool drink on 
the Beach Terrace. And it's the 
ideal place, too, for all 
watersports enthusiasts. 

The Palm Beach Hotel 
will pamper the palate with a 
wide range of local and 
intemational food, and assures 
comfortable accommodation 
amidst informal surroundings 
that go to make up the most 
relaxing of holidavs. 


DISCOVER RELAXING PENANG AT 
PALM BEACH HOTEI 





PENAN 


A SHANCRI-LA INTERNATIONAL HOTI 


THE FIJIAN; FIJI MOCAMBO HOTEL, 


P. places on earth 

conjure up morc exotic 
pictures in the mind than Fiji. 
A string of sun-drenched 
South Pacific islands fringed 
by pure white sand, adorned 


with palm trees and covered į 


with a kaleidoscopic array 

of colourful flowers. 

Nowhere is the true magic 

of Fiji encapsulated more 
perfectly than on the 105 acre 
private island of Yanuca, on 
which stands The Fijian. 

And it's no small wonder that 
The Fijian has been 

hailed as one of the best 
resorts anywhere. 

For tennis lovers there are 

five courts, for golfers a nine 
hole course and for watersports 
enthusiasts every conceivable 
facility, including scuba diving, 
snorkelling aan game fishing. 
Every one of the hotel’s 
rooms is superbly appointed 
and offers magnificent views of 
the sea. And there are beach 
bungalows for those wishing 
more privacy. 

There’s dining in a choice 

of four international 
restaurants, drinks at a 

choice of five bars. 

And at the end of the 

evening the anticipation of yet 
another day to come in this 
South Pacific paradise. 
EXPERIENCE REAL ESCAPE 

AT THE FIJIAN 


Ø The FIJIAN 


A SHANGRI-LA INTERNATIONAL HOTEL 


THE FIJLAN 








FII MOCAMBO 





SHANCRI-LA INTERNATIONAL 


FIJI. 


Located just minutes 
away from downtown Nadi 
and its duty-free shopping, 
the Fiji Mocambo Hotel offers 
100 spacious and tastefully 
appointed rooms and suites, 
each with full air-conditioning 
and private bathroom. 

There are a host of 
recreational facilities to be 
enjoyed, including a floodlit 
golf-driving range. 

And at the hotel’s award- 
winning Vale Ni Kuro 
restaurant, fine continental 
cuisine combines with 
mouthwatering local seafood 
creations to provide a menu 
that will delight the most 
discerning ¢ T gourmets. 

The Fiji Mocambo Hotel 
also has excellent convention 
facilities for small groups of 
up to 100 and can den 
cater for banquets, receptions 
and parties. 

EXPERIENCE FIJI ^T THE 
FIIL MOCAMBO HOTEI 


D> Fiji Hocambo 


A SHANCRI-LA. INTERNATIONAL HOTEL 


Shangri-La International: * Hong Kong (5) 242 367 * Singapore 338 3300 © Kuala Lumpur (03) 245 6536 
* Australia Std free (800) 222 448 e London (01) 581 4217 * Tokyo (03) 667 7744 * USA & Canada (500) 457 5050 








The Kung Fu hexagram of the Chinese C. 








hing denotes the highest 


quality of man: The divided lines in the centre are held to represent the 
heart or mind free from all pre-occupation, without any CONSCIOUSNESS 
of seb and the ündilvided lines are held to denote the solidity of the 
virtue of one-so free from selfishness. 


Trust is indivisible. When you give trust, 
you give it completely. 


Trust is our profession. 


We pride ourselves in earning the confi- 
dence of our clients in the important and 
very personal areas of their assets and 
finance. 


We do this by accommodating’ their 
special needs, and offering a full range of 
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ard Floor " LO Lam House Singapore: 
 Kumul Highway, Port Vila, Asiaciti Management. Pte Limited 
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Telephone: 2082/2291 Singapore C106 


Telex: RS 20744 ACTMAN 
Telephone: 2248366/2244022 


fiduciary services to protect, preserve 
and enhance their assets. 


Our highly qualified and experienced con- 

sultants based in Asiaciti Trust offi Ces 
around the Asia-Pacific deal with each of 

our clients individually 

We've earned our clients’ trust. Let us 
earn yours. 
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Whatever became of 
First Class travel in Asia? 


While many airlines have been reducing or even abandoning their First Class service in the Far East. 


we re not only keeping ours, but improving it 
In our fleet of Super TriStars, we're increasing the size of our First Class cabins to give you lots more space 


We're putting inrelaxing Dozer seats so you can put your feet up even on short stretches 

We're adding more storage space for hand luggage and even suit bags z 

What remains unchanged however, is our 

uncompromisingly First Class service " E- 
Cathay Pacific First Class. On every one of our flights, 

in Asia and around the world "4 


After all, we want you to arrive in the best 


possible shape 


CATHAY PACIFIC-— 


The Swire Group PH AEN 



























































panese to complaints about the difficul- 
ties of penetrating their market is the in- 
furiating line: “You should try harder.” 

They then go on to point, quite cor- 
rectly, to the care, time, research and 
money they spend themselves on mar- 
keting their goods to overseas markets, 
in selecting agents or setting up their 
own marketing firms. providing after- 
sales service and so on. Would-be ex- 
porters of, shall we say, biscuits are then 
asked blandly how many times they 
have visited Japan and how long thev 

have spent on their homework, And so, 
.[ too often, the plaintiff is put on to the 
| defensive and the discussion is success- 
fully shifted away from the very real 


j| time and effort it does take to get 
into Japan, compared with the rela- 
tive freedoms with which the Japanese 
can exploit most of their major mar- 
kets. 

It is thus with mixed feelings that I 
noted a recent UPI report that a- 32- 
year-old West German recently became 
Japan's first gaijin taxidriver. Rainer 
Kaminski, a taxidriver in his native 
West Germany and in Australia, ar- 
rived in Japan four years ago. He passed 
his driving test and the “very compli- 
cated geography examination" on his 


first try, but understandably found the: 
written examination in Japanese more 


difficult. He- sat this taxidrivers’ test 
seven.times in six months, and finally 
passed i in August. 

He picks up between 40 and. 50 pas- 
sengers a day and his spoken Japanesei is 
good enough for him to enjoy chatting 
with them — mostly about cars. Al- 
though some of Japan's taxis are driver 


Kominski is the first West- 
iU s just a 


C hinese. 
erner to make it. You see, 
matter of perseverance. 





Japan in 1973 as a refugee from Viet- 


nam, She is now a graduate of Tokyo’ É 







| degree. Nevertheless, she decided to 
«| open a Vietnamese restaurant. Perhaps 
| unfortunately she chose to call it after 
| - her last two names, and so the My Dung 
restaurant is now one of the half-dozen 
successful Vietnamese restaurants in 
the Tokyo area. 

è BUT, then, what can one — a 
country whose department stores reg- 
ularly feature “Gland Sales,” and 
where, in Osaka, about a vear after the 
famous jazz trumpeter died, the whole 
of the city was plastered with posters ad- 
vertising “THE ROUIS ARMSTLONG 
MEMORIAL CONCERT.” A. E. H. 
Ross also visited Japan recently from 
Papua New Guinea and bought a packet 
of biscuits which tasted as excellent as 
their description was quaint: 
























€ ONE of ihe stock: ripostes of the Ja- : 


barriers that do exist and the amount of 









" by other Asians, such as Koreans and 


€ ANOTHER Japan successstory con- 
— Gno Thi My Dung who arrived in 


Sophia University ‘with an economics 


front reading: 


printed with a montage of ads for vagi- 
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Well-matched With Luxury 
The recipe for CHEESEN here is deliberately | 
chosen by The Ginza EDOICHE s luxury, | 
that will friendly put a spell over gourmets — | 
in tea and drinking time with his daring craft | 
1 
i 
| 





well-matched with its savor of ingredients 
| as special and exclusive. 


e WHICH blurb is reminiscent of the 


misty prose on the sign of acan of Pokka 
White Sour, purchased by 
McDonald (it's one of Japan' 8 partly 
fermented milk drinks): * 

Pokka White Sour is refreshing and 
white like Alpine snow. Its sour taste of 
Yogurt will extend on your tongue 
softly and be a sweetheart.” 
I think that’s sweet, as is the slogan 
for Tomy’s famous Zoids toys. One of 
these plastic monsters was recently pur- 
chased by Stanley Kwok in Los 
Angeles. As he remarks. they do resem- 
ble dinosaurs. but they are swiftly fol- 
lowed by hysteria: | 








‘The pre-hysterical monste 





€ NOT only Japan residents, like Dr 
Dennis Doolin (last week's column). 
collect gems of Japlish. Russ Boyer 
writes from Jakarta recalling the Ginza 
coffee shop staffed by waitresses dress- 
ed in wedding gowns with a sign in 
“Our wedding-dressed 
stewards are waiting to service you; the 
Japanese magazine with a column on 
overseas travel entitled, "Let's Jump 
Abroad"; the girl waiting for an 
elevator in Japan wearing a blouse 


nal deodorants; the Tokvo OL (office 
lady) carrying a shopping bag labelled. 
“My Pussy," and the design of the vomit 


bags on the airport coach plying be- 
tween central Tokyo and Narita: 





€ ONE of the readers who sent me 
examples of the entry form for | 
aier ishu's grand public toilet wall | 
esign contest (again, asi week's 






Roderick 





column) was Martin Rot 
closed the wrapper of 3 
E E which sounds singularly t 





such items # 
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| THEN PLEASE ATTEND DOURING. TINIE S, 


| OUR ELECTRIC LINES OF ALL DON 
| ELEVATOR ESCALATOR AND. THESE NIA 


| 
) 
| FROM 300 TO $36 
| 
i 
| 
i 
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€ AN OLD story among Britis 
circles concerns a judge who 
sentencing a prisoner, asked hii 
had anything to say, The accu 
muttered, “Bugger all.” The ju 
turned to the clerk of the 
asked whether the prisoner 















anything. “He sau. ‘Bugg 
mud," the dlerk replied. <" 
funny, * remarked the judge. "ES 


have sworn ] saw his lips move.” 

Which brings me to the most: 
ously named product of all those 
has spotted: a certain range of h 
grade lubricants and other oid 
tives. Curiously, there seem to be 
of them: 
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By Charles Smith in Tokyo 

F Prime Minister Yasu- 
hiro Nakasone — the 
to win 
term às 
leader of Japan's rul- 


Ay 2 emm 
SITE first man 
Sena) a second 


M 2 RYE 
! I 
t. P E ing Liberal Democra- 


iuo tic Party (LDP) since 
t. mE —V 5 the late 1960s — un- 
doubtedly owes much of his interna- 
ional reputation to the skill with which 
a as cultivated personal relationships 
with foreign heads of governmment, 
anging from President Reagan to Presi- 
dent Chun Doo Hwan of South Korea. 
Seen from inside Japan, however, there 
is another aspect to the Nakasone 
"style" which seems at least equally im- 
portant. This can be summarised as 
the skill, bordering on ruthlessness, 
with which he has tackled some of the 
najor domestic problems facing the na- 
ion. 
. Unlike his immediate predecessors 
(as well as most of the men who are ex- 
ected to follow him) Nakasone has a 
clear vision of the historical background 
igainst which he has been trying to work 
during his three years in power. In con- 
rast with nearly every LDP leader since 
World War II, Nakasone also appears 
to be a master of political techniques 
other than the traditional and time-con- 
ing art of ruling through a consensus 
f political equals. 

The combination of these qualities, 


ALIO 
um 


INTERVIEW/YOHEI KONO 


Uf ohei Kono has watched the career of 
E Prime Minister Yasuhiro Nakasone 
pe d. . . 
rom two different vantage points. Be- 
ore bolting the ruling Liberal Demo- 
ratic Party (LDP) in 1976 to start his 
own group, Kono was regarded as one 
Jf the most promising young leaders in 
he parliamentary faction presided over 
= Today he heads the New Liberal 
Club (NLC), a conservative mini-party 
which is in coalition with, though mark- 
edly more dovish than, the LDP. 
Kono's father, Ichiro Kono, was one of 
the post-war founders of the school of 
conservative politicians who pride 
themselves on being party men, or tojin, 
rather than former Bureauctibe 
In an interview with the REVIEW, 
Kono argued that some of Nakasone's 
ost successful political techniques 
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A new political animal 
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Prime Minister Nakasone's personal style sets a new pattern | 


d The two-time winner 


in a nation which has become distinctly 
set in its ways following two decades of 
remarkable economic success, has by no 
means always produced the hoped-for 
results. The Nakasone cabinet has 
failed to do any better than its predeces- 
sors in evolving a macroeconomic policy 
which reduces Japan's dependence on 
exports or reduces the risk of periodic 
trade conflicts with the US. What it may 
be remembered for is its bold assault on 
some of the numerous taboos that have 
hampered the freedom of almost all Ja- 
panese post-war governments (and 


which explains why “taboo” — origi- 


nally a South Pacific word — has long 
since passed into the Japanese lan- 
guage). 
f the two outstanding features of 
Nakasone’s approach to his job which 
have attracted the attention of political 
analysts, the most original is certainly 
the prime minister's sense of historical 
perspective. Unlike his predecessor, 
Zenko Suzuki, who claimed to be 
guided by a vague notion of wa — estab- 
lishing or maintaining political harmony 
— Nakasone has publicly defined his 
mission as that of carrying out a “gen- 
eral settlement of post-war political ac- 
counts” — a slogan which apparenti 
means that he aspires to sweep away all 
traces of Japan’s defeat and the Ameri- 
can Occupation which followed it. 
Nakasone's preoccupation with the 


were borrowed from his predecessors 
rather than independently developed. 
Extracts follow: 


LDP leaders since the war have either 
been former central government offi- 
cials whose power was based on their 
links with their former ministries, or 
party men who adopted a conscious! 
anti-bureaucratíc posture. In whic 
group would you place Nakasone? 

In career terms, Nakasone ought to 
belong to the bureaucratic group, since 
he spent a short time in the old Home 
Affairs Ministry amono] im- 
mediately after World War II. How- 
ever, he seems to favour the “top- 
down” style of leadership favoured by 
non-bureaucratic politicians like former 

remier Kakuei Tanaka. I would say 
Nakasone is aiming to combine both 





Nakasone: ruthless skill. 




























post-war era , when he himself was a 
militant member of a rightwing political 
group opposed to the pro-American 
line of prime minister Shigeru Yoshida, 
seems to have led him on more than one 
occasion into an unnecessary clash with 
latter-day middle-of-the-road public 
opinion. His highly publicised official 
visit in August to the Yasukuni Shrine, 
the shintoist sanctuary where Japan's 
war dead are revered as “gods,” led to a 
sharp fall in his personal support rating 
as measured by newspaper opinion polls 
and undoubtedly represented a waste of 
precious political capital. 
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traditions. In that sense he is certainly a 
new kind of political animal. 


Nakasone has scored the highest sup- 
port ratings in public opinion polls of 
any recent LDP leader, ze policies 
with which he is personally most closely 
associated — such as increased defence 
spending and official visits to the Yasu- 
kuni Shrine — are generally unpopular. 
How do you explain the paradox? 

One of the keys to Nakasone's high 
support ratings has been his brilliant use 
of popular commentators and other 
mass media talents to get his ideas 
across, [Former] prime minister 
[Masayoshi] Ohira [1978-80] was the 






on , ine z 
— seems to have been an asset in lau 
long overdue reforms in areas such as 
education and the tax system. In con- 
vening a special study on tax in Sep- 
tember, Nakasone was able to make the 
point that the current Japanese system 
consists essentially of a series of 
piecemeal modifications to a tax code 
"imposed on Japan" by an advisory 
group to the US Occupation. Au- 
thorities in 1951. If he had merely 
poimed out that the system relied too 

eavily on personal income tax and was il- 
logical and anachronistic in its treat- 
ment of savings he might have been less 
successful in launching the bandwagon 
in favour of radical tax reform that now 
seems to be rolling. 


D C 





ompared with his habit of invoking 

the past to justify sweeping changes 
in the present, Nakasone s innovations in 
the technique of his job may seem less 
original. The device of appointing spe- 
cial committees of outside experts to 
draft policy proposals which has been 
one of the most highly publicised fea- 
tures of the “Nakasone approach" ac- 
tually dates back to the premiership of 
Masayoshi Ohira (who convened nine 
such groups covering fields such as secu- 
rity, regional development and tech- 
nology). 

Nakasone differs from Ohira, how- 
ever, in using his teams of experts to 
draft specific short-range policies in 
highly controversial areas such as de- 
fence spending or “privatisation” of 
public corporations. By so doing he can 
claim to be the first prime minister to 
have added a public element to the trad- 
itional process of secret and informal 
consultations between politicians, busi- 
nessmen and bureaucrats. 

The results of bringing the govern- 


— — — — — — — —— — — — — — — - 


first LDP leader to make extensive usc 
of outside advisers in drafting govern- 
ment policy, but Ohira kept his "brains" 
in the background, whereas Nakasone 
has put them in the foreground. 

bout half the men who serve on 
Nakasone's special advisory commit- 
tees also worked for Ohira, though the 
policies they recommend today are 
often quite different. This proves, I sup- 
pose, that intellectuals are attracted by 
payer no matter what its nature may 
E 
A problem about Nakasone’s use of 
brain trusts has been that members of 
the LDP now feel left out of the process 
of policy formation. For a politician to 
gather information from TV rather than 
through personal contact is a galling ex- 
perience. The LDP secretary-general, 
Shin Kanemaru, has helped by channel- 
ling some information from the prime 
minister to the party rank and file. But 
Nakasone's habit of speaking over the 
head of the party to the nation is still re- 
sented. 
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into the open have not always been 
happy. A defence committee, headed 
by a professor of international relations 
from Kyoto University which recom- 
mended in December 1984 that the gov- 
ernment scrap the time honoured “1% 
ceiling" on defence expenditure did lit- 
tle more than stir up public controversy 
on security, and may even have dam- 
aged the government's chances of resolv- 
ing this emotionally charged issue. In 
other cases the “committee approach” 
to policymaking may have had a crucial 


a controversial Nakasone reform pro- 
gramme. 

The idea of scrapping major public- 
sector corporations such as Japan Na- 
tional Railways or Nippon Telegraph 
and Telephone Corp. and handing their 
activities over to the public sector was 
by no means popular when Nakasone 
was put in charge of the Suzuki cabinet's 
programme of Administrative Reform 
two years before he took over as prime 
minister. By appointing a revered busi- 
ness elder statesman, Toshio Doko, to 


Another reason for Nakasone’s 
—— of course, is to be found in 
the so-called "Ron-Yasu" relationship 
[with President Reagan]. The question 
is. who created this relationship. I be- 
lieve that Reagan deliberately set out to 
make a friend of Nakasone before the 
Williamsburg summit when Washing- 
ton was having problems with several 
European governments. Tf that's the 
case, Nakasone was lucky, rather than 
farsighted, 
Japanese politicians seem to have had 
difficulty in the past in issuing orders to 
bureaucrats. But Nakasone has had 
considerable success in imposing his will 
on the bureaucracy. Why is this? 

One reason is that the Ministry of Fi- 
nance [MoF]is not as powerful as it used 
to be. In the days of budget surpluses, 
MoF officials had the job of deciding 
how much money to allot to different in- 
terest groups. Today almost all types of 
expenditure are frozen and the problem 
is to balance tax concessions given to 









effect in swinging public opinion behind 








id the first administrative. refor 
committee, however, Nakasone was _ 





able to swing the support of big business 
behind the government's policies. The — 
presence of well-known media figures - 
on the same committee enabled the gov- 
ernment to sell its ideas to the general 
public and to create what has since be~ 
come an overwhelming popular drive — 
for small government and less wastage ^ 


by the bureaucracy. 

N akasone's trick of using outside ex= 
perts to sell his ideas to the public 

without waiting for the approval of- 
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bureaucrats or party politicians has not — 
endeared him to the “old guard" of the ~ 
LDP, many of whom continue to see the 
prime minister as an upstart who delib- - 
erately flouts traditional policymaking: 

procedures. This does not seem to have — 
caused any loss of effectiveness in ac 
tually implementing the governments 
chosen policies. With the exception ofa 
humiliating defeat in September, when. 
Nakasone tried to introduce a new for- 
mula for “guiding” defence expenditure 
which was publicly vetoed by party el- ` 





one group against tax increases else- — 
where. This is a job for politicians, not 
bureaucrats because taxation involves 
legislation. E 


Nakasone is the first LDP leader to 
preside over a coalition government. 
Do you see this as a sign of flexibility, or 1 
merely of necessity? 
Nakasone deserves little or none of 

the credit for the tie-up with the NLC. I 

first discussed the idea of a coalition 

with the late prime minister Ohira in 
1979, but at that time Nakasone was one 
of several LDP leaders who opposed the ~ 
idea. When coalition became a matter 
of survival for the Nakasone cabi 
[after the LDP's defeat in the election o 
December 1983] the negotiations were — 
conducted by Rokusuke Tanaka. à 
close associate of Ohira who had been. — 
involved in the original talks with the | 
NLC. Nakasone was lucky that Tanaka | 
was there to do the talking, after he him- f 
self had rejected a coalition. k| 

| — Charles Smith 
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| A major source of pressure on the 
| per has clearly been Nakasone's abi- 
| lity to appeal to the public over the 
|. heads of his colleagues through skilful 
| use of the mass media. Clever use of his 
I. power, as LDP president, to distribute 
or withhold patronage in the form of 
- committee chairmanships and other key 
- posts may also have helped. 

| Officials at the key ministries of Fi- 
nance, Foreign Affairs and Interna- 
' tional Trade and Industry seem to have 
| had less difficulty than politicians in ad- 
| justing themselves to the Nakasone 
| "style" — though this is not to suggest 






























i" 


: 
L 


z EL. Although Yasuhiro 
MEL ee Nakasone has proved 
ERTASI the most durable Ja- 
Sense panese prime minister 

"jin more than a de- 
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»- $ Pp cade, his personal 
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ww ?] power base within the 


| Miki, the stop-gap leader who held of- 
— fice when the foundations of Japanese 
ep were shaken by the 1976 Lock- 
heed corruption scandal. 
—  Nakasone's parliamentary support 
- group, officially known as the Institute 
| of Policy Sciences, since the label "fac- 
— tion" is anathema to Japanese politi- 
_ Cians, is the fourth largest of its kind in 
- the LDP with a membership of 64 in the 
| upper and lower houses of Japan's parlia- 
= ment. This makes it barely more than 
"half the size of the massive Tanaka fac- 
' tion — which last held the top party post 
- when Kukuei Tanaka, after whom the 
- faction was named, was prime minister 
as long ago as 1972-74. 
| The faction led by Zenko Suzuki, 
| which produced two party leaders in 
- succession between 1978 and 1980, is 
— nearly half as big as Nakasone s follow- 
| ing, while the faction headed by by 80- 
| year-old former prime minister Takeo 
E Fukuda, numbers 73 members. Of the 
| five main power blocs constituting the 
| LDP, only the Komoto faction, led by 
. Toshio Komoto, is smaller than the 
Nakasone group, with 35 members. 
The fact that the leader of one of the 
arty's weakest groupings could win the 
DP presidency in 1982 — and then win 
jt again in 1984, when Nakasone suc- 
cessfully fought off a challenge from 
the powerful Suzuki faction to put 
arty vice-president Susumu Nikaido 
into the presidents seat — is re- 
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LDP seem * by and large, o. > ave | 
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| that the experience has been painless. 
Unlike virtually all of his predecessors 








Nakasone is said to show no les 
about issuing direct orders to officials 
dealing with sensitive policy issues. 


Finding the prone minister on the end 
of a telephone line may not have 
been a pleasant experience for officials 
working on some of the knottier aspects 
of the various trade liberalisation pack- 
ages introduced over the past three 
years in the continuing attempt to ward 
of conflict with the US. But Nakasone's 
"personal touch" is said to have been a 
reason why several of these program- 
mes (including the July 1985 Action Pro- 
gramme) Were less lacking in content 
than might otherwise have been the 
case. 


| A durable leadership 
| on a shaky foundation 


markable on purely numerical grounds. 

^ The Nakasone faction suffers from at 
least one other major handicap that 
until three years ago made it seem an 
unlikely candidate for top honours in 
the LDP struggle. Unlike its bigger ri- 
vals — but like the Komoto faction — 
the Nakasone grouping does not belong 
to the mainstream tradition of conserva- 
tive politics that traces it origins back to 
Shigeru Yoshida, the former diplomat 
who dominated the Japanese political 
scene during much of the 1950s. 

The faction, instead, derives from a 
political sidestream associated with the 
old Minshuto, or Democratic Party, 
which formed the junior partner in the 
1955 merger of conservative parties 
which gave birth to the LDP. Minshuto 
politicians, in contrast with their 
mainstream rivals in the Jiyuto, or Lib- 
eral Party, traditionally held themselves 
aloof from Japan's powerful bureauc- 
racy. Many top leaders of the party, in- 
cluding former prime minister Ichiro 
Hatoyama, also disassociated them- 
selves from the pro-American policies 
of mainstream conservatives, putting 
emphasis instead on the strengthening 
of Japan’s regional relationships, in- 
cluding relations with the Soviet Union, 


l^ keeping with its origins as a side- 
stream LDP faction, the Nakasone 
group has continued to differ from 
mainstream groups in two' important 
ways. The faction has been, and con- 
tinues to be, ideologically polarised 
with some of the most hawkish and 
nationalistic members of the parliamen- 
tary LDP rubbing shoulders with col- 
leagues who are well to the left of 
centre. A second characteristic has been 
the relative remoteness of its relations 
with the two! most important power 
groups in Japan outside the world of 
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government in Japan has raised 
numerous questions about the future, 
but for the time being nearly all the 
answers seem to boil down to a discus- 
sion of how, and when, he will be suc- 
ceeded as LDP president. Of the three 
men who seem to have the best chance 
of taking over the’ party leadership at 
the end of Nakasone’s second term of 
office in October 1986, the oldest and 
most experienced, 66-year-old Kiichi 
Miyazawa, has explicitly disagreed with 
the Nakasone approach to political and 
economic reform. A former Finance 
Ministry bureaucrat who now holds the 
deputy leadership of the mainstream 
Suzuki faction of the LDP, Miyazawa is 
known to favour gradual change on the 
basis of institutions introduced during 





politics — the business community and 
the bureaucracy. 

According to Yuji Kibe, the former 
schoolmate of Nakasone who acts as 
general manager of the parliamentary 
faction's offices, the faction still con- 
tains not a single former bureaucrat 
among its members, in striking contrast 
to overwhelmingly bureaucratic group- 
ings like the Suzuki faction. Relations 
with the business world are harder to 

in down in detail, but a poll of 100 top 
usiness leaders taken in the early 1980s 
revealed only one supporter of 


Nakasone as a potential premier. The 


man in question, according to Kibe, was 
a bank president! who hád been 
Nakasone’s schoolmate. 

The fact that the Nakasone faction 
has been able to turn the table on its cri- 
tics in the Japanese establishment, and 
make good its weaknesses within the 
party, seems to have been due very 
largely to the remarkable flair of its 
leader for wheeling and dealing. In the 
spring of 1980, the faction abruptly 
switched sides in a bitter intra-party 
feud that had ranged the Suzuki: and 
Tanaka factions against the Nakasone, 
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“clean sweep" 
Nakasone. 
Noboru Takeshita and Shintaro 
Abe, the two other leadership aspir- 
ants, have been prevented by member- 
ship of the Nakasone cabinet from 
openly criticising any of his policy 
changes to date. Both men, however, 
appear more cautious than the boss in 
their dealings with bureaucrats and less 
prone to see political issues in terms of a 
personal view of Japan's recent history. 
The relative lack of personal or 
ideological colouring displayed by two 
out of three of Nakasone's potential 
successors and the consciously cautious 
approach favoured by the third suggests 
that Japan's ruling establishment may 
slip back into its old immobility once 


Fukuda and Komoto groupings on the 
issue of whether to allow then prime 
minister Masayoshi Ohira to remain 
party leader. 

By deserting his allies in the anti- 
mainstream wing of the party and su 
porting Ohira on a vote of no-confi- 
dence, Nakasone failed to save the 
Ohira cabinet but did succeed in win- 
ning the confidence of Ohira's ally, 
LDP kingmaker Tanaka. This achieve- 
ment paid off in November 1982 when 
Tanaka. threw his support behind 
Nakasone as party leader in succession 
to his protégé. Suzuki. who had unex- 
pectedly stepped down at the end of a 
single two-year term. 


N akasone's efforts to forge a new re- 
lationship with the bureaucracy and 
the business world began under the 
Suzuki cabinet when he was given the 
unpopular job of director-general of the 
administrative management agency, the 
aint) responsible for controlling Japan's 
public services. Nakasone used his post 
to build à consensus in favour of ad- 
ministrative reform — the Japanese 
code phrase for privatisation and small 
government — which endeared him to 
the tight-laced bureaucrats at the Minis- 
try of Finance as well as to businessmen 
opposed to tax increases. 

By recruiting some of Japan's most 
respected business elder statesmen to 
this cause — including the redoubtable 
89-year-old Toshio Doko — Nakasone 
was able for the first time to forge the 
basis of a personal relationship between 
himself amd the business establishment. 
The result was that by the time he be- 
came LDP president in 1982, roughly 
90% of top business leaders had shifted 
from.a neutral or hostile to a strongly 
positive attitude towards Nakasone. 

The success of Nakasone's attempts 
to create a power base for himself above 
and beyond that constituted by his own 
faction may well have bewildered, and 

rhaps even alienated, some of his 
ong-term supporters. Before the 
Nakasone faction's dramatic change of 
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that there may be an uneasy period of 
rivalry between a powerful an uen- 


tial former prime minister and a consid- 
erably less dynamic successor. But there 
is at least a chance of a rather different 
ending to the story. 

Whether or not Nakasone. manages 
to persuade the LDP to change its rules 
on leadership elections so as to allow 
him to run for a third term in 1986, he 
would still be eligible, and might well as- 
pire, to make a comeback as party 
leader at some time in the future. The 
next major watershed for the LDP, ac- 
cordingly, may not be as close as the end 
of next year, or even as near as the end 
of the decade. Just possibly the 
"Nakasone style" may continue into the 


sides in May 1980, only a small handful 
of faction members were either con- 
sulted or had any inkling of what was 
coming, according to Kibe. 

Even in 1982, when Nakasone was 
preparing to bid for the LDP leadership 
with the support of Tanaka, Nakasone 
faction members who had close links 
with the Tanaka faction could be num- 
bered on the fingers of one hand, as 
compared with the several dozen who 
had close ties to the Fukuda faction. 

Faction members whose  back- 
grounds generally lie in local poli- 
tics, journalism or even the academic 
world may also have had difficulty in 
following Nakasone's example of mak- 
ing friends with big business, though in 
this case there has been no reason to 
quarrel with Nakasone's achievements. 

Apart from the fact that he has in- 
evitably struck out in.new directions 
during the past three years, Nakasone 
would seem to have made a conscious 
effort to distance himself from his old 
followers. Although the prime minis- 
ter's personal office and the office of the 
Nakasone faction are on two different 
floors of the same building in Tokyo's 
Hirakawacho district, Nakasone has not 
once visited the faction office since he 
became prime minister, according to 
Kibe, This may sound like a lack of 
gratitude to the men who toiled tor 
years to put their leader into the top job 
in Japanese politics, but there have 
clearly been compensations. 

Since its titular head became prime 
minister, the ability of the Nakasone 
group to raise funds from the private 
sector and to attract aspiring parliamen- 
tarians into its ranks has increased mark- 
edly — so much so that the gap be- 
tween the Nakasone faction and the 
next larger, the Fukuda faction, has nar- 
rowed significantly. One of the dilem- 
mas Nakasone may face if he remains in 
power for much longer is to decide whe- 
ther to allow his own success to be re- 
flected in a change-in the traditional 
pecking order of the; main LDP group- 
ings. : fyi — Charles Smith 
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| Although Japanese 
— Prime Minister Yaste 
Rigas) hiro Nakasone is often 
accused of having | 
blind spot with regard 
to macro-cconomm 
policy, he has shown 
! no lack of interest ir 
tackling specific economic issues. His 
decision to champion the cause of “ad 
ministrative reform" — shorthand fe 
drastic cuts in government expenditure; 
combined with wholesale privatisation 
of public corporations — almost cer 
tainly did much for his image as a hands- 
on leader during his first two years Mm 
office. As a sequel to his success im 
this area, it appears that he is now 
determined to take up the cause of tax 
reform. Kk 
In espousing the controversial tax 
issue, Nakasone apparently pose o 
only to win favour with middle-class 
company employees, whom he sees as 
the core of his public support, but also 
to strengthen his reputation as a leader 
who can cut through administrative 
undergrowth while preserving a clear 
long-range vision of the overall national 
interest. The tax issue, however, could ^ 
test these abilities very severely. 
Unlike the administrative reform 
crusade, which won the enthusiastic” 
support of both the Japanese man in the 
street and the business community, tax- 
ation reform is a deeply divisive issue On 
which different sections of the com 
nity hold radically conflicting views. By 
unleashing discussion on the problem 
within less than nine months of a proba 
ble general election, Nakasone ma 
have released forces which he cannot 
control. J 
Japan's tax system worked we 
enough from the time of its creation Im. 
the early 1950s by an advisory commis 
sion to US Occupation authorities until 
the mid-1970s. During the period of 
slow growth which followed the sudden 
and dramatic rise of oil prices in 1973- 
74, however, dissatisfaction with the 
system began to grow, The suspension 
of annual reductions in the nominal rate 
of income tax from 1974 onwards meant 
that fiscal drag pushed a steadily larger 
roportion of the employed population 
into higher tax brackets without am 
corresponding increase in real i 
Meanwhile, small businessmen 
farmers and professionals such as doc- 
tors and dentists came under suspicion — 
of massive tax evasion — * t 
what even Ministry of Finance (MoF) | 
officials nowdays refer to as the ku-ro- | 


yon, or nine-six-four, phenomenon ac- | 
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—— From the MoF's viewpoint, the tax 
| system also ceased to work from the 
-mid-1970s onwards, as natural increases 
-in revenue slowed to a snail's pace, forc- 
Ang heavy issues of special government 
— bonds to cover the budget deficit. 


—_ 
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fn 1979, the ministry attempted to 
AM solve the problem of tax shortfalls by 
"inducing then prime minister Masayoshi 
ira, who had once been one of its 


portant new general sales tax. But the 
"Ohira tax initiative backfired badly, 
leading to a disastrous electoral setback 
for the ruling Liberal Democratic Party 
(LDP) and a subsequent bitter show- 
_ down between pro- and anti-Ohira fac- 
tions within the LDP. 
Nakasone’s ideas on tax reform, 
vhich were outlined in September to à 
special meeting of the prime minister's 
tax system advisory council, apparently 
do not aim at any overall increase in the 
MOF's tax take — and will thus leave the 
second part of the problem unsolved. 
TJowever, Nakasone does aim at a dras- 
ic readjustment of tax burdens, with a 
theme which would reduce personal 
income tax by as much as ¥1.5 trillion 
(US$7 billion) during the 1987 fiscal 
year while substituting either a new flat- 
rate sales tax, or a moderate across-the- 
»oard tax on interest earned from all 
es of savings. 
- The merit of a flat-rate sales tax is 
that it would replace the untidy and irra- 
tional item-by-item system which has 
caused some traditional products to be 
taxed at punitive rates while most types 
Of services go scot free. A tax on savings 
would end, or at least modify, the ana- 
chronistic system of encouraging people 
1o hoard money which could far more 
usefully be spent or invested. Yet both 
new taxes could run into opposition 
from lobbies. 
Tax specialists at the Keidanren, the 
Ody which represents the interests of 
Japanese big business, believe a general 
tax could cost the LDP the support of up 
to2 million small retailers who would be 
obliged to open their books to the Na- 
tional Tax Agency and might thus end 
ur paying income tax at the proper rate 
-as well as the newly imposed sales tax. 
- The idea of a tax on savings is anathema 
| to Japan's powerful post office savings 
bank system, whose 200,000 workers 
make up another important consti- 
- tuency for the LDP. 

Nakasone apparently Hopes to de- 
e opposition to his tax package by di- 
~ viding it in two with the announcement 
of a major income tax cut, preceding a 
general election in the summer of 1986, 
-and the introduction of new taxes timed 
to follow the election. 
— The tactic of staggering the reform 
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give their blessings to the prime minis- 
ter's tax plans — the MoF's tax bureau 
and the LDP. 

Of the two monsters who stand 
guard over the Japanese taxation sys- 
tem, most observers rate the LDP as the 
more powerful — given that any propo- 
sals for radical reform of the system will 
ultimately require legislation. But the 
MoF’s tax bureau has traditionally exer- 
cised a strong influence on the earlier 
stages of the decision-making process, 
by virtue of its links with the tax svstem 
advisory council — a group of 40 nomi- 
nally independent experts who advise 
the prime minister on tax matters. 

A further complication in an already 
confusing situation is that, though it 
nominally maintains a separate identity 
with regard to tax matters, the LDP has 
to some extent been "infiltrated" by the 
MoF as a result of the system whereby 
former bureaucrats 
enjoy second careers 
as parliamentarians. 

In order to bridge 
the gulf between the 
conservative bureau- 
crats in the MoF and 
the reputedly short- 
sighted LDP tax com- 
mittee, Nakasone ap- 
pears to have adopted 
a two-pronged ap- 

roach to the actual 
usiness of planning 
and — a 
tax reform. In De- 
cember 1983, follow- 
ing a period in which 
the LDP's tax com- 
mittee had been 
chaired by a succession of MoF “old 
boys,” the prime minister appointed to 
the job a close political associate, who is 
expected to treat the tax issue from a 
litical rather than from a narrowly 
ureaucratic viewpoint. 


he new man, Mutsuki Kato, belongs 

to the LDP's intra-party faction 
headed by former prime minister Takeo 
Fukuda but came to the tax job fresh 
from a post in the first Nakasone cabinet 
where he served for 12 months as direc- 
tor of the national land agency. As 
chairman of the 250-member tax com- 
mittee, he is an undoubted power tn his 
own right, but the hope has clearly been 
that he will use his strength to support 
the prime minister. 

The second prong of Nakasone’s 
strategy for designing and implement- 
ing tax reform involves the typically 
bold device of packing the tax system 
advisory council, apparently with the in- 
tention of weakening its relationship 
with the MoF. Appointments to the 
blue ribbon council have traditionally 
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vee ade by he prime mini er from a 
list —— Jy the ministry but, in Sep- 
tember, Nakasone broke with this pre- 
cedent by announcing that 10 “special” 
appointees had been added to help with 
discussions on tax reform. 

The new members, already dubbed 
the “wild horses” in the media, include 
veterans of other Nakasone advisory 
groups — such as the two committees 
which masterminded the administrative 
reform programme — as well as politi- 
cal and economic commentators and 
well-known media figures. As members 
of the tax council they will be expected 
to give a prod to the more conservative 
MoF faction and broaden the context in 
which tax issues are debated. Another 
major function of the special members 
will be to start selling the prime minis- 
ter's ideas on tax reform to the general 
public through media interviews. 

Nakasone's dual approach to the 
mechanics of tax reform runs the clear 
risk of alienating both of the main par- 
ties which claim a vested interest in the 
subject. The sudden nomination of new 
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members to the tax system advisory 
committee seems to have shocked the 
MoF’s tax bureau, besides producing a 
reaction bordering on outrage from the 
committee chairman who tried unsuc- 
cessfully to resign at the first session of 
the enlarged group. In the LDP, mean- 
while, there * been signs of resent- 
ment at Nakasone's apparent attempt to 
seize the initiative on tax reform. 

Within days of the announcement 
that the new tax council had been given a 
brief to work out a set of proposals on the 
basis of Nakasone's guidelines, the LDP 
announced the formation of a special 
study group with a timetable apparently 
designed to pre-empt any announce- 
ments by the government council. 

Further conflict between Nakasone 
and the party on tax reform, as well as 
between the numerous vested interests 
who stand to be affected by any changes 
in the tax laws, seems inevitable. But it 
also looks as if Nakasone may succeed 
in grasping a potato too hot for any of 
his predecessors to hold. 
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Q _ Japan's education sys- 


tem is the object of 
innumerable foreign 
educators’ envy and 
praise. It produces a 
literacy rate of 99%, 
Fully 94% of lower 
$ secondary students 
shun early entry into the workforce for 
an upper-secondary education. From 
senior high school, 27% of male and 
32% of female students proceed to uni- 
versity or other institutions of higher 
learning. In some subject areas, notably 
mathematics, educational standards are 
among the world's highest. It is this sys- 
tem that Prime Minister Yasuhiro 
Nakasone says he seeks to reform. 

If it ain't broke, why fix it? The ques- 
tion is not one that strikes even a small 
number of Japanese as obvious or even 
pertinent. Many Japanese see their 
school system cracking at the seams. 
But it readily occurs to foreign obser- 
vers, most recently Terrel Bell, a former 
US secretary for education. Bell, on a 
tour of Japanese schools, cringed at the 
possibility that the reform could mean 
Americanisation of a system he saw to 
be devoid of many of the ills besetting 
American schools. 

Educators such as Bell worry that if 
Japan were to put emphasis on indi- 
vidual choice — such as the freedom to 
choose curricula — academic standards 
would fall and illiteracy and dropout 
rates rise. They should not worry so 
much. In many respects it is not 
Americanisation but, conversely, the 
Japanisation of education that 
Nakasone appears to have most in 
mind, though he does want to make uni- 
versities more compatible with foreign 
institutions of higher learning. 

Nakasone's primary concern is what 
he calls moral education. Young Japan- 
ese lack, in Nakasone's words, a sense 
M "healthy nationalism." Students have 

a poor grasp of Japanese culture and 
thus little sense of what it means to be 
Japanese, the prime minister believes. 
In December 1983, Nakasone told Ja- 
panese reporters that education reform 

“must aim at fostering our country's 
own traditional culture and encourage 
young people to be aware of their Ja- 
panese identity.’ 

This tack has frightened Nakasone's 
opponents and many teachers, who see 
the proposed reform as a ruling Liberal 
Democratic Party (LDP) effort to re- 
store elements of Japanese pre-war edu- 
cation, or at least give the LDP more 
control over the classroom. 

Specifically feared is a resurgence of 
the type of thinking expressed in the Im- 
perial Rescript on Education of 1890, 
which Nakasone’s mentor, former 
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prime minister Kakuei Tanaka, 
suggested in 1974 to be as valid as when 
it was promulgated. Tanaka was refer- 
ring to the rescript’s declaration of “uni- 
versal moral principles” — which 
militarists successfully manipulated to 
justify the indoctrination of students 
with concepts such as emperor worship 
and the uniqueness of the Japanese 
“spirit” (REVIEW, 15 Aug.). 

Even if these fears, expressed most 
vigorously by the leftist Japan Teachers’ 
Union, are exaggerated, nonetheless a 
wider parental concern about the state 
of the current education system does 
focus on morality, though not necessar- 
ily of the type espoused by Nakasone. It 
relates more to a perceived erosion of 
the work ethic and loss of respect for el- 
ders. The dulling of personality and re- 
sultant loss of creativity caused by per- 
petual rote learning also troubles par- 
ents and, increasingly, employers. 

Moreover, parents cannot rely on 
schools to provide the quality of educa- 
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REVIEW GRAPH by Andy Tang 
tion demanded by prestigious univer- 
sities, hence the emergence of a private 
cram-school industry with an estimated 
annual earnings of ¥690 billion (US$3.2 
billion). The roughly 120,000 cram 
schools, or jukus operate as a law unto 
themselves, free from Education Minis- 
try control or even influence. Yet to 
keep ahead in an intensely competitive 
environment,” many. students spend 
nearly half as much time at jukus as they 
do at formal schools. 


nother problem is violence. The 
latest trend is bullying. Packs of 
senior boys, and often girls, single out 
younger students for physical assault — 
and, on occasion, such extreme perse- 
cution has led to the victim's suicide. 
Japanese educators see this as an ex- 
tension of earlier patterns of school vio- 
lence: rioting, student attacks against 
teachers and the beating up of both 
male and female students by teachers. 
Although there is disagreement among 
educators over how pervasive the stu- 
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dent violence has become. it appears al- 
most solely as a characteristic of 
downstream schools whose students 
have realised they are on the wrong es- 
calator. 

Nearly all sectors of society, not least 
the students, appear unhappy with the 
state of education. Parent-teacher as- 
sociations and employers want changes, 
as do such bodies as the teachers’ unton, 
the Japan Socialist Party, Keidanren 
(the Federation of Economic Organisa- 
tions) and the Japan Committee for 
Economic Development. In a 1984 sur- 
vey of 525 prominent members of socie- 
ty, the Yomiuri Shimbun daily found 
70% believed education was being dis- 
torted by over-emphasis on examina- 
tions and 60% were concerned at the 
lack of moral education. 

Thus Nakasone struck a resounding 
political chord when he vowed to re- 
form education. It was a promise, made 
on forming his cabinet in 1982, that 
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cleverly commanded the broadest possi- 
ble range of voter support. As a policy 
priority, Nakasone ranked education 
reform third, after raising defence 
spending and administrative reform. 

Nakasone, evidently impressed with 
the high level of public opinion support- 
ing education reform, elevated the 
cause to a campaign issue in the 1983 
lower-house election. This struck many 
of his adversaries as an expedient diver- 
sion intended to draw public attention 
away from the bribery conviction of 
Tanaka. Supportive of such suspicions 
is the fact that the Nakasone cabinet 
took two years before it began to even 
review the education system 

Nakasone established the Provi- 
sional Council on Education Reform in 
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ea COMUNE Caring and close at hand: | 
dies s : x the nurseries. - 






Inexpensive and close at hand: 
the six tax-free shops. J 
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AWell-stocked and close at hand: 
the gourmet shops, 


Comfortable and close at hand: 


the hairdresser's. On time and close at hand: 


the Swiss Federal Railways. 
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Experienced and close at hand: 
the banks. 


Practical and close at hand: 
the kiosks and souvenir shops. 


m Inviting and close at hand: 
the restaurants and bars. 


Close at hand is also the store 
where you can buy various 
versions of the Swiss Army Knife. 
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Competent and close at hand: 
the pharmacy. 












Enticing and close at hand: 
the boutiques and jewellers. 


Reliable and close at hand: 
the Post, Telephone and 
Telegraph facilities. 


Comprehensively efficient 
and close at hand: 

the information desks. 
Timesaving and close at hand: 

the gate check-in for 

passengers with hand baggage only. 
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As you can see, the similarity between a Swiss Army Knife and Zurich Airport is striking. But not really 
surprising: both were constructed on the principle of offering the user as much as possible in a small space. - | 
So it's quite in keeping with the compact and practical infrastructure of Zurich Airport that it has now - 
been enhanced by the enlargement of Terminal A nd an extra 18 finger-docks - additions that are - 
ten swissair< 
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and — —* its first feront [i ‘the 
P cabinet in June. The report presented 
- observations, suggested the need for re- 
visions in broad areas but lacked speci- 

| — fic proposals. 
} One problem thwarting the council's 
| atem x to influence policy is its an- 
| tagonistic relationship with the Central 
| ig Council for Education, an advisory 
"| body to the education minister. 
| Nakasonc initially said he would entrust 
| the ministry's council with implement- 
| ing reforms, then backpedalled in 
^ favour of his own council. The ministry 
- fired the opening shot with a submission 
to the council in January opposing the 
1% “liberalisation” of education, a cause 
advanced by the council's first sub- 
comittee. Liberalisation meant a relaxa- 
| tion of school zoning. a more vari- 
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In a system such as 
that in Japan which 
can accommodate two 


Wa prime ministers and 
B four new cabinets in 
w ; the space of four 


ween) years, inevitably ad- 
eae A ministrative power is 
. concentrated not among politicians but 
yithin the bureaucracy. But Prime 
Minister Yasuhiro Nakasone, despite 
litical roots that lie outside the 
| bureaucracy, has proved particularly 
1 Bader at prodding ministries into action 
in a number of policy areas, though 
- most of these have concerned foreign 
. economic relations. 

| . Nakasone has acknowledged that 
the bureaucracy can “hamper interna- 
tional harmony,” for instance on trade 
_ liberalisation, as he put it to the Foreign 
|. Correspondents Club of Japan in Oc- 
- tober, at the same time admitting he re- 
- garded Japan's bureaucratic system as 
— one of the most outstanding in the world 

- along with that of France. 
Traditionally, administrative vice- 
- ministers had not gone abroad but 
- Nakasone had “ordered” (his word) 
_ them to do so as part of a bigger effort to 

‘create "international factions” within 
| the finance, international trade and 
| industry, posts and telecommunica- 
| tons and transport ministries, in line 
| with that created by the Foreign Minis- 
try. 

Nakasone said he had recently 
treated the 23 vice-ministers at a restau- 
rant to a meal to smooth things over 
after giving them a “hard time” over the 
trade issue. Although remarks such as 
these were probably made with some 
understanding of what foreign jour- 

nalists like to hear, they nonetheless 
conform with most Japanese political 
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curricula and the breaking 
insti tiona sed ‘rigid ities: in the sys- 
tem. = 

Naohiro Amaya, a council member 
and former vice-minister of the Ministry 
of International Trade and Industry, 
told the REVIEW one concern in this re- 
gard was the freeing of à university sys- 
tem so closed that professors of one uni- 
versity are virtually barred from trans- 
ferring to, or even temporarily lecturing 
at, other universities. Unless the system 
were stripped of the codes that close it 
even to some qualified Japanese, there 
could be little. hope of achieving 
Nakasone's objective of internationalis- 
ing universities to the extent they would 
accept foreign professors and more 
foreign students. 

“Many universities are also manage- 
ment cartels protecting bad professors,” 


| Getting round bureaucracy 
_to the ‘expert’ committees 


analysts’ observations of Nakasone’s di- 
rect style. 

Perhaps themost striking example of 
this directness was Nakasone’s sacking 
in June of the president of the Japanese 
National Railways, Iwao Nisugi, on the 
grounds that Nisugi was obstructing 
plans to rehabilitate the financially trou- 
bled public corporation. Technically 
Nisugi resigned, but only after being 
summoned to the prime minister s resi- 
dence to be told the corporation could 
not be reformed under its current man- 
agement. 

The dismissal of a public corporation 
president by a prime minister was un- 
precedented, but Nakasone was able to 
wield the axe largely.due to his flare for 
timing. Taichi Sakatya, an economic cri- 
tic who sits on Nakasone’s tax council, 
told the REVIEW Nakasone felt he was 
on safe ground in proceeding with the 
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graduate schools are underdeveloped. 
Many companies prefer to send employ- 
ees overseas for graduate studies. But 
practically speaking, only gradual re- 
torm will be feasible.’ 


he council's staunchest opponent ts 

the teachers’ union, whose principal 
fear is that the. LDP will use coun- 
cil recommendations to weed out 
teachers it regards as politically un- 
wholesome. These tears stem from the 
party's emphasis on the need to "im- 
prove teacher quality" as witnessed by 
its attempt to amend the Teachers Li- 
cence Act. 

Nakasonc's decision to override the 
Education Ministry in seeking reforms 
probably was taken out of consideration 


dismissal mainly because of the fact that 
Nisugr was an appointee of Kakuei 
Tanaka, whose influence was no longer 
felt in the party; Nisugt had also install- 
ed a relative as president of a railways 
supply company and therefore was open 
to charges of corruption, 

When it comes to manufacturing 
domestic policy, however. Nakasone's 
skills have yet to pass the full test. Much 
of the crunch will come in the following 
year — his last in office unless he can 
persuade the party to change its rules. 
So far he appears to have had less suc- 
cess In manoeuvring bureaucratic fac- 
tions to shape domestic policy, though 
some of the policy failures can be linked 
to an inability to create sufficient con- 
sensus within his own party, particularly 
among party elders. 

But Nakasone appears determined 
to push through his domestic policies by 
bypassing the bureaucracy wherever 
feasible. He has shown he can do this by 
making an extraordinary use of per- 
sonal advisory bodies and policy delib- 
eration councils, 

Creating such councils no 
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of the fact that the ministry itself con- 
ducted a major review of the education 
system in 1970, identified areas in need 
of reform, but took no action to imple- 
ment its own recommendations. Simi- 
larly the ministry largely if not total- 
ly ignored criticisms contained in an 
official report on Japanese education 
released within a year of the ministry's 
report. 

But Nakasone's term in office will 
expire a year before council delibera- 
tions end in September 1987. Whether 
the proposed reforms are implemented, 
therefore, will depend not on 
Nakasone's political acumen but on the 
skills — and ambitions — of his succes- 
sor. In that respect critics appear jus- 
tified in alleging that Nakasone's prom- 
ises on educational reform amount to 
political posturing. — Bruce Roscoe 


means a new exercise — of Nakasone's 
recent predecessors, Tanaka, Takeo 
Miki, Masayoshi Ohira and Zenko 
Suzuki each made some use of them for 
policy advice and formation. But 
Nakasone differs by influencing his 
councils to reflect strongly his own 
views. He justified his decision to pay an 
official visit to the Yasukuni Shrine, for 
instance, by citing the views of the 
Yasukuni Shrine Problem Informal Dis- 
cussion Group — whose members he 
himself appointed. 


akasone has usurped from the 

ministries concerned the role of ap- 
pointing council members, evidenced 
partly by the fact that some of his con- 
fidants serve on more than one council. 
At the same time, he has been careful to 
place several former top bureaucrats — 
most now serving as company execu- 
tives or heads of private research insti- 
tutes — in important councils. 

Critics of Nakasone's style charge he 
makes excessive and ostentatious use of 
private councils. On 15 October he an- 
nounced he was setting up a fifth per- 
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rst report next 


"Crit say the formation of the 
pup is simply a hurried exercise to 
de nonstrate to participants at the 
5 summit of advanced indus- 
alised nations in May that Japan is 
willing to reduce its dependence on ex- 
po 3 
| “Nakasone sets up councils like ad 
ps ncies send up advertisement bal- 
loons,” a secretary to a former prime 
iinister said. "But he is not very clear 
| about when the policies will be im- 
| 3 emented." 
— Another criticism is that while he ap- 
ints celebrities to councils to create 
the impression he is involving the public 
in decision-making, in effect the coun- 
cils serve to remove policy debate from 
arliament and therefore also from full 
»ublic view. 
pe The one area where Nakasone has 
‘won widespread public 


oud 


and private support for 
h is use of councils is 
inistrative reform, 
e ally on the 
watising of the rail- 
s. whose long-term 
ih now amounts to 
about *¥28.8 trillion 
US$90. 9 billion) and. 
Which continue to lose 
pout ¥630 million a 
“and are in real 
danger of grinding to a 
a 
Eben -Nakasone's 
critics seem to concede 
à S the reform could 
t be achieved satis- 
factorily were it en- 
tr isted solely to either 
arliament many 
ia oliticians contributed 
to the railways’ ineffi- 
ciency by having tracks laid through 
‘spe arsely populated constituencies — or 
è Ministry of Transport, which has 
she own itself vulnerable to political pres- 
st €. Plans call for the splitting up of the 
failways into six main private com- 
pa tes in April 1987. 
E political analysts view the 
sue as one Nakasone could use to at- 
pt to win a third term as prime 
f Minister. Much will depend on the tim- 
“4 ng of debate on the reform bills. They 
| are to be introduced in February or 
_ March, but deliberations are likely to be 
- lengthy and clash with the upper house 
election in June. 
If the debates continue into October, 
- they will clash with the Liberal Demo- 
atic Party presidential election. In 
that event Nakasone and his supporters 
will be in a sound position to argue 
for a third term in the interests of 
ceing the reform through. 
— Bruce Roscoe 
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— 317 government. Each an- 
nouncement — the latest a batch of 
promises to boost domestic demand — 
is methodically communicated to the 
foreign press corps with the intention of 
casting Japan under a good interna- 
tional light. 

But apart from these packages, im- 
pressive in form if not always convincing 
in content, an intense effort also ap- 
pears directed at the packaging of the 
prime minister himself. Both forms of 
packaging are a new phenomenon and 


ing partners has be- 
come a regular pas- 
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point to Japan's heightened awareness 
of the images — and illusions — profes- 
sional. public relations exercises can 
create. 

Yasuhiro Nakasone stands apart 
from most post-war Japanese leaders 
for his ability to project the image of an 
eloquent, articulate, charismatic and 
confident statesman. He seldom ap- 
pears at a loss for words on TV, a 
medium he uses to much greater effect 
than is customary for usually lifeless Ja- 
panese politicians. 

Although some Japanese find 
Nakasone's style a little too smooth, the 
exported image nonetheless appears to 
win some foreign hearts. Visiting Ame- 
rican politicians arrive in Tokyo with 
the perception that Nakasone is a “take- 
charge guy," a "hands-on" prime minis- 
ter. European leaders seem impressed 
with his direct manner. Nakasone even 
speaks clearly, another quality unusual 
for Japanese leaders. 





It isan image that the Foreign Minis- 
try seems to strive to enhance and pro- 
tect, Until recently the only articles by 
foreign correspondents guaranteed to 
produce a rebuke from the ministry 
were those critical of the emperor. That 
changed when the /nternational Herald 
Tribune published at the top of its front 
page of its 10-11 March 1984 edition a 
photograph of Nakasone nodding off 
during a parliamentary budget debate. 
“This photograph gives the Impression 
that Mr Nakasone makes light of par- 
liamentary deliberations, which is cer- 
tainly not the case," the ministry pro- 
tested in a letter to the newspaper. 

For all official efforts to package the 
prime minister into something the world 
outside can identify with as a head of 
state, Nakasone has given correspon- 
dents in Tokyo the impression that in 
person he is not all that is presented in 
the image. When it comes to the hard 
questions — and some easy ones, too — 
he has shown he can be just as misty as 
some of his lacklustre predecessors. 


he confident prime minister who 

wants Japan to "internationalise" 
and is said to converse fluently in Eng- 
lish with foreign heads of state declin- 
ed for three years to accept an invitation 
to address the Foreign Correspondents 
Club of Japan. When he finally con- 
sented, addressing the club on 7 Oc- 
tober, some of the wrappings of the 
package became a little transparent. 

The luncheon lasted for two hours. 
but Nakasone's reading in halting Eng- 
lish of a 10-page speec ch left only about 
30 minutes for questions. By making his 
answers long, Nakasone limited the 
number of questions to six — or two for 
each year he stayed away. He did show 
he could be witty, if consistently eva- 
sive, and he needed no interpreting for 
questions, though he answered in Ja- 
panese. 

Afterwards Nakasone apologised for 
not coming sooner. It was a “dangerous 
place,” he said, adding that some Japan- 
ese politicians had been “injured” by 
correspondents, a certain reference to 
the rude grilling given former prime 
minister Kakuci Tanaka in October 
1974, over personal business deals, just 
before Tanaka was forced to resign. 

Shielding Nakasone from such raw 
foreign. media exposure — Japanese 
journalists can safely be relied upon not 
to try to catch the prime minister out, or 
dozing — is something the Foreign 
Ministry has also attempted on some of 
the prime minister's overseas trips. The 
pis erred arrangement while away from 

ome is a news briefing limited. to 
the accompanying, trusted Japanese re- 
porters. — Bruce Roscoe 
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By Claus P. Regge in Tokyo 


game in audio-video systems. In the good old days, 

things were nicely compartmentalised. Music was 
music and pictures were pictures. When you bought a stereo 
system you didn't worry about if and how it would connect to 
your TV set. "Interface" was a word known only to a handful of 
computer tinkerers while “connection” served the rest of us just 
fine, thank you. But those days are winding down forever. 

During the 1960s and 1970s there were quite a number of 
sizable electronics companies in Japan, Europe and the US that 
prided themselves in their corporate literature on being special- 
ist audio companies, setting themselves apart from the audio 
divisions of the home-appliances and general-electronics 
giants; among the Japanese, the triumvirate of Pioneer, Sansui 
and Trio-Kenwood come to mind. Unlike a spate of smaller 
companies down to garage-size level, these were by no means 
specialists in high-end equipment, having grown to a corporate 
size that required them to offer, within the confines of home 
(and some professional) audio equipment, a full range of pro- 
ducts covering all market segments. 

Those were the years of the specification wars when, hell- 
bent on adorning their catalogues with overwhelming num- 
bers, these manufacturers made 400- 
watt receivers the order of the day 
though, as they now freely admit, some 
of these numbers were obtained with 
“slightly destructive” measurement 
methods. Those were also the years in 
which basically sound electro-acoustic 
concepts were turned into a quick succes- 
sion of short-lived marketing follies, the 
years of multiple power amplifiers, of 
competing and mutually incompatible 
four-channel "quadriphonic" systems 
such as SQ, QS and CD (in those days 
this acronym stood for "compatible dis- 
crete" four-channel stereo systems). 

No matter. Amid the lunatic out- 
growth, there always remained a core of 
high-quality audio equipment aimed at 
the serious music lover and priced within 
affordability of that market segment. 


éé [ ntegration” is quickly becoming the new name of the 





‘Walkman’-style CD player. 


More for reasons of corporate status than profitability, every 
audio manufacturer also published a well-stocked catalogue 
of high-priced equipment under such names as “purist” or 
"exclusive," catering to what was perceived as the tip of the 
market pyramid. (This tradition of having a distinguished range 
of near-high-end equipment still continues among the larger 
audio companies, though the tiny, truly esoteric high end 
is mainly being served by a collection of here-today-gone- 
tomorrow companies formed by audio enthusiasts.) Those 
were also the heydays of the specialist audio magazines which 
filled the seemingly insatiable appetite of a steadily arowing 
market. 

But as the 1970s gave way to the 1980s, two parallel and re- 
lated developments struck. One was the proliferation, at mar- 
ket prices kept on a perpetual downhill course by economies of 
scale and improved manufacturing techniques, of microelec- 
tronics, those tiny LSI and VLSI chips that had a profound im- 
pact on telecommunications and many aspects of our daily 
lives and without which home computers and digital audio 
would never have been possible. The other was the video 
boom. After a protracted shake-out period of dozens of con- 
flicting systems, home video had matured to the point where 
only two systems remained viable con- 
tenders in the market, Betamax and VHS. 
So strong was the appeal of time-shifted 
TV viewing with the help of a video-cas- 
sette recorder that factory shipments of 
Japanese VCRs practically doubled 
every year, sapping a great deal of pur- 
chasing power away from the audio-only 
market. Clearly, new horses were needed 
to pull the audio cart out of the mud. 

Taking inventory of the corporate 
stables, both their own and the competi- 
tion's, audio manufacturers found sev- 
eral that seemed safe enough bets. One 
was digital processing of signals which 
promised (and has since become) a new, 
powerful attraction. In its Compact Disc 
(today's CD) incarnation, digital audio 
has breathed new life into the audio mar- 
ket in the last two years. Originally de- 
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veloped by Philips, the Compact Disc format brought the tech- 
nology of laser beams into the average household for the first 
time. At least in terms of freedom from hiss and crackles, from 
tape noise and record scratches, CD has elevated home audio 
to a new level of quality. 

At the same time, those silvery little discs are so convenient 
to handle, long-lived and versatile that even the manufacturers’ 
high-strung expectations were exceeded by the positive market 
response in the last year or so. With the musical repertoire avail- 
able on CD growing by the day and average CD player prices 
having dropped to almost the level of a normal turntable, the 
CD avalanche seems to be unstoppable now. To the surprise of 
the record companies, the advantages of CD have turned out 
to be so addictive that people buy not only modern, digital pro- 
ductions in the new format but even CD re-masterings of histor- 
ical, analog recordings. 

CD players of the first generation were relatively expensive 
units for use in existing home audio installations; today, you 
can buy battery-powered portable, Walkman-like CD players 
of several brands as well as in-car CD players. While it joined 
forces with Sony in the home stretch of the CD development 
process, Philips is rightly proud of the impact that its brainchild 
has had on the world of home entertainment, and is continuing 
to have in the area of computer data storage. 

The second “horsepower” generator, like digital audio 
based upon recent ad- 
vances in microelectronics, 
is integration. Its long-term 
impact will most likely be- 
come more pervasive than 
that of eiter the CD or home 
video. Integration’s long- 
range goal is to build, by 
tying together everything 
in your home that uses or 
could use some form of 
electronics, a totally inter- 
connected system of audit- 
ory and visual entertain- 
ment, of internal and out- 
side-world information 
flow, and of controlling me- 
chanical devices. Put less 
abstractly, such an integrat- 
ed system could eventually 
bind your stereo and video 
systems, your musical in- 
struments and home com- 
puter, your telephone and 
TV, your burglar alarm and mail box, your camera and your 
typewriter, your bank account and your newspaper subscrip- 
tion, your grocery bill and your tax returns, your air condition- 
ing and your bathtub, your books and your biorhythms, to- 
gether into one completely competent all-purpose tool. 

This is not a science-fiction dream or nightmare; all the bits 
and pieces of required technology are available today. While it 
is true that a lot of electrons must still flow across the interfacial 
bridge before this will all come to pass, we are now witnessing 
the beginnings in the form of integrated systems that combine 
two or more of the following functions: audio, video, computer, 
telephone. 

Audio and video were natural candidates for such a hand- 
shake. Approximately four years ago, the first so-called “PCM 
processors" arrived on the scene, adaptors that converted 
audio signals, for instance, from a pair of microphones, into a 
stream of digital data which were then recorded not on an 
audio but on a video tape deck. This method opened up pos- 
sibilities of digital recording, with all the accompanying benefits 
in dynamic range and clarity, to the home recordist. The CD, 
though at present marketed as an audio-only medium, has 





Stereo and video equipment. 


enough capacity to accommodate lyrics, artists’ biographies 
and even (still) pictures to be displayed on your TV screen while 
the music is playing through your audio system. 

Nor is this surprising: the two  Philips-developed 
technologies of CD audio and LaserDisc video are close 
cousins, two implementations of the same basic idea. In this 
light, it may seem natural that Pioneer, proponent of both, has 
developed a combined CD-plus-LaserDisc player that accepts 
compact audio as well as LaserVision discs, the latter in both 
currently available formats, and automatically determines what 
is being fed into it. 

Laser-based digital technology is, however, not the only link 
between the formerly separate hi-fi and video domains. With 
the advent of Beta Hi-Fi and VHS Hi-Fi video decks, another 
bridge to hi-fi sound reproduction was established from the 
previously isolated bank of tape-based video. The latest entry 
in the video market, the 8 mm video format launched in late 
1984 by Sony, Kodak, Polaroid and others, has had provisions 
from its very inception for an audio-only mode. Instead of re- 
cording picture information on most of the 8 mm tape surface, 
it can accommodate a digital data stream representing music 
processed by the PCM (pulse code modulation) method. The 
first 8 mm video decks with such a PCM audio-only facility were 
put on display in October at Tokyo's Audio Fair and should be 
on the market, at least in Japan, by December. 

This audio capability of 
the 8 mm video format 
seems to have an unex- 
pected side effect, by the 
way: it apparently has 
slowed down the arrival of 
the digital audio tape re- 
corder or "DAT" that all 
major audio manufactur- 
ers are known to be work- 
ing on. (To the user, the 
DAT will be similar in ap- 
pearance and functior to a 
conventional analog cas- 
sette deck, but all record- 
ing will be done in a digital 
PCM format. Two separate 
standards for DATs have 
been agreed upon — one 
with rotating heads as in a 
video deck, called RDAT. 
the other with multi-track 
stationary heads based on 
advanced thin-film tech- 
nology, called SDAT. The latter is definitely more fascinating 
from a technical point of view, but corporate policies seem to 
dictate that of the two, RDAT will have priority in market intro- 
duction.) Provided that 8 mm video in audio-only mode will 
provide sufficiently high quality and will generate enough in- 
terestin the audio segment of the market the need for DAT may 
evaporate altogether. 

In a similar vein, some purely electronic audio equip- 
ment, such as tuners and amplifiers, has also bridged the gap 
to the world of vision. Combined FM/TV tuners have become 
commonplace, and there are A/V amplifiers which can play 
the role of video enhancers (to improve picture contrast, 
for example). The link between audio and video seems firmly 
in place, though, at least for the present, optimum quality in 
either realmis still obtained with specialised either or configura- 
tions. 

Enter the computer. Its number-crunching capabilities make 
it ideal to perform a variety of jobs on digital audio data streams 
which are, after all, enormous strings of binary numbers. The 
computer's huge appetite for data-storage space, on the other 
hand, plainly cries out for the CD format as the new data-stor- 
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When it comes to new standards in sound, Philips’ 
record is unmatched. Two examples. Back in 1963 with 
Compact Cassette; setting the standard in convenience and 
»ortability for recorded music. 

And more recently, with the revolutionary Compact 
Disc digital audio system. 

The system, whose pure perfect sound is universally 
icclaimed as the new standard in reproduction quality. 
logether, these innovative sound carriers have made a tre- 
nendous contribution to the enjoyment of recorded music 
world-wide. 

Compact Cassette's role was bringing a new mobility 
o recorded music. As well as great versatility in use. 





Compact Disc is the medium that took sound quality 
into the digital age. With a gleaming laser-optical disc that is 
totally wear-free. 

Resisting the effects of dust and everyday handling. 
And providing up to an hour of uninterrupted music 

But these two sound carriers have done much more 
than set new standards in convenience and quality. Both ai 
true world standards. Adopted by the entire audio and musk 
industries. 

Providing the proof, ifany is needed, of Philips leader 
ship in technology and innovation. 
Philips. The sure sign of innovation. 
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age medium. A double-sided 5-in. floppy disk in an IBM per- 
sonal computer holds approximately 0.36 megabytes of data; a 
single-sided CD can hold about 1,500 times as much. Even the 
longest programmes imaginable for a personal computer as 
well as entire dictionaries can be easily accommodated on a 
single CD. 

Being a “read-only” medium — the user cannot record on a 
CD — it can serve only as ROM (read-only memory) in com- 
puter applications, but even within this limitation the sheer ca- 
pacity of the CD coupled with its economical cost should open 
up entirely new vistas in the world of office and, somewhat later 
on, home computers. As a matter of fact, the first CD players 
that serve as computer disc drives are already on the market. In 
the car too, applications for CDs as data-storage media are ap- 
pearing on the horizon. One CD could hold an entire set of de- 
tailed road maps for a city or area which, in combination with a 
microcomputer, a monitor screen and appropriate software, 
could become the heart of a navigation system that informs the 
driver of the optimum route from his location to his destination. 

Whereas the CD in its present form is a read-only medium, 
other forms of optical data storage that are now in various de- 
velopmental stages will permit reading and writing. Once per- 
fected, they will be equally suitable for recording of music, pic- 
tures and data or any combination of the three. 

Of more immediate interest to the potential purchaser of a 


home audio/video system are those home computers that have 
provisions to interface with a hi-fi or video rig. Such systems are 
on the market already. One implementation (Technics) lets the 
user control his audio system from the computer keyboard and 
even print out frequency response graphs on the computer's 
printer. A more video-oriented system comes from Pioneer 
which helps in the previously cumbersome task of cleanly edit- 
ing video tapes and adding on-screen subtitles. Rock bands 
and composers or arrangers of electronic music routinely chan- 
nel and control their signals with the help of microcomputers 
through a highly flexible system of interconnections called Midi. 
short for musical instrument digital interface. 

A synthesiser, for example, can control a second, playerless 
keyboard instrument via a Midi connection. Electronic organs 
can store the keystroke sequences of entire performances in in- 
ternal computer memory or on magnetic discs for later recall 
and unattended playback. The IBM PC and practically every 
other personal computer offer possibilities for composing elec- 
tronic music — often, demo programmes are provided free of 
cost with the hardware — which you can then play through the 
computer's little built-in speaker or, for a more grandiose (or 
scary, as the case may be) effect, through your audio amplifier 
and speakers. Numerous computer programmes are even 
available which purport to turn everybody into an instant 
Beethoven. $ 





Super-automation and super 
quality are now on camera 


By Charles Wolfe in Tokyo 


annals of photography as the year 

of the Minolta revolution. Although 
the Minolta name was respectable enough 
before (and affixed to the only truly pro- 
fessional quality range-finder camera 
aside from the Leica), With a market share 
of only 6% for all its 35 mm cameras, it 
could not be called a leader in the hierar- 
chy of Japanese photographic manufac- 
turers. Until it made a splash with what it 
called the first fully fledged third-genera- 
tion 35 mm camera, De Alpha 7000 (or 
Maxxum 7000, or Autofocus 7000 as it is 
called in the US and Europe). 

By Minolta’s reckoning, just optics and 
mechanical parts represented the first gen- 
eration of cameras. Automation of expo- 
sure by means of integrated circuits, and 
motorised film transport, brought in the 
second generation. The Alpha 7000, 
however, has what Minolta likes to call a 
“brain,” controlling everything except the 
direction in which you point the camera 
and how you compose your picture. Ever since Daquerre, 
photographers around the world have dreamed of being able 
to concentrate on just those two things, freed of the need al- 
ways to calculate and focus. But an announcement that the 
dream had come true — thanks to a clever new design applying 
two microprocessors, seven integrated circuits in the body and 
a 256 ROM (read only memory) chip in each lens — was 
bound to be met with a great deal of scepticism, especially 
among professionals. After all, the convenience of automatic 
focusing is nearly exclusively associated with the bakachon 
cameras. Baka means idiot in Japanese, and serious photo- 


1 985 may well be remembered in the 





Canon mini-cameras. 


graphers cannot take those cheaper snap- 
shot-type cameras seriously without hurt- 
ing their reputation. 

The bakachon has led to other impor- 
tant developments in the Japanese photo- 
graphic world, but the most obvious one is 
the miracle from Minolta. Radically re- 
juvenated groups of company engineers 
were told some years ago to design a single- 
lens reflex with auto-focus that did not sac- 
rifice anything else that had already been 
achieved. The result which now emerges 
from a highly automated production line 
(which can't run fast enough by half to 
meet current demand) is a camera body 
that focuses this information, automati- 
cally prefers faster. speeds with longer 
lenses and even adjusts the angle covered 
by the flashlight as one zooms from wide- 
angle to telephoto. 

Anyone without experience and with 
not much time for hobbies can now take 
photographs that are at least technically, if 
not artistically, of professional quality. The 
market for single-lens reflex cameras had been shrinking so 
much until earlier this year that manufacturers were looking be- 
yond the bakachon to fresh fields outside photography. But one 
would think that Minolta's attempt to turn the tide has worked. 
Today the Alpha 7000 has 20% of the market for itself, which is 
a Japanese as well as a world record. There is a possibility that 
half a million will have been sold in its first year. And the market 
for serious 35 mm cameras has rapidly grown because of it. 

Many professional photographers don't really believe there 
has been no trade-off in quality somewhere. Itis only when you 
see the razor-sharp image as you depress the shutter that the 
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Just push the button. The new Nikon L35AD2's eleven automatic 
features make every shot a winning shot. 

Autofocus and auto exposure for picture perfection. Auto 
pop-up flash, auto flash exposure and auto shutter lock to 
make sure you're never caught in the dark. 

Auto film speed set, auto film loading and auto film 
advance keep you ready for every shot. Plus auto film rewind and 
auto film rewind stop to close the game in winning style. 

Open the auto ready lens cover and the camera turns on; close 
and it protects your fine Nikon optical glass lens. 

With eleven unbeatable auto features plus Quartz 
Clock & Calendar that let you imprint date or time 
on your photos, the new Nikon L35AD2 makes win- 
ning photography easier than you ever imagined. 
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realisation hits you that you will never have to focus again if you 
don't want to. The camera “with a brain” heralds a revolution, 
because all other manufacturers of 35 mm single-lens reflexes 
have hardly any choice but to follow suit if they don’t want to go 
under with drastically reduced market shares. 

The all-but-total automation which the new Minolta equip- 
ped with a motor-drive represents may on the one hand be the 
realisation of an dream, but on the other hand it is also the final 
stage of a development for which some photographers have 
been able to restrain their enthusiasm. The challenges to the 
photographer working with 35 mm have been greatly reduced 
in the past decade. That explains perhaps the new interest in 
large-format, 4 x 5 in. or 8 x 10 in. photography. In the US, this 
interest has grown so much that photography magazines refer 
to it as a large-format renaissance. Also, Japanese and Euro- 
pean photographers are rediscovering the marvels of sizable 
and grain-free negatives or transparencies showing a wealth of 
razor-sharp detail, and of the larger cameras with which one 
can control perspective and depth of field, and even elongate 
or compress the shape of one's photographic subjects. 

It is true that large-format photography means heavier loads 
to carry and a hassle with loading filmholders or fighting the 
wind tugging at your focusing cloth. However, I have been con- 
scious of frustrations when, with only a 35 mm camera in my 
pocket, | could not get the landscape of city scene | wanted for 
lack of perspective or 
depth of field control, 
than of regrets for missed 
photographs because of 
the limitations of large- 
format equipment. 

This is an area where 
Japan lags rather far be- 
hind Europe and, even 
more so, the US. Japan 
may have more cameras 
in use per head of the 
population than any 
other country, but the art 
of what has come to be 
called “fine photo- 
graphy” for exhibition 
purposes rather than for 
reproduction in publica- 
tions, is hardly known at 


all. It is not surprising if | FY 4 
Photographic equipment on 


one considers one very 
practical reason why this 
should be. There is very little space in the notoriously small Ja- 
panese homes that can be converted to a large-format dark- 
room. Still, there are possibilities for the spread of large-format 
photography among serious amateurs in Japan, as some manu- 
facturers and suppliers have begun to realise. 

That discovery is connected with the conquest the 
bakachon cameras have made. Most of the profits generated 
by the flood of cheap and easy to use cameras have been ab- 
sorbed by the film manufacturers. The financial statement of 
Fuji Film tells the whole story. The traditional photoaraphic 
suppliers, however, are frustrated by the sense of having been 
left behind in the price-cutting competition for film-sales by 
Fuji's four authorised wholesalers, the large discount stores and 
outsiders such as supermarkets, laundry shops, cigarette kiosks 
and so on. There is hardly a corner in Japan where one cannot 
see the green flag and "d.p.e." (developing, printing and en- 
larging) sign. 

But now the older photography stores, for whom the con- 
tinuing growth of the bakachon and film markets is not finan- 
cially exciting, have begun to take a second look at the profes- 
sional and large-format sectors of the trade. Formerly they pre- 
ferred not to touch this kind of equipment for lack of expertise 





and the fact that it moves slowly. But a number of Japanese 
manufacturers have woken up and started to educate the sup- 
pliers, to organise seminars and entice prospective customers. 

The trailblazer among these is the maker of the Horseman 
large-format cameras whose own sales performance has led it 
to believe that there is a huge, albeit largely hidden, advanced 
amateur market waiting to be catered to. Large-format photo- 
graphy has long been considered as only within the reach of 
professional photographers because of the prohibitive costs. 
However, ever mindful of their priority of gaining market share 
before profit, Japanese manufacturers of sophisticated con- 
sumer goods have excelled in bringing specialised professional 
equipment within reach of practically everyone. The photo- 
graphic manufacturers have been no exception and offer some 
very fine tools within the financial means of the serious 
amateur. 

Nikon large-format lenses are an example of this. One can- 
not find better, and they cost much less than the older lenses 
made by European manufacturers. But my favourite example 
is the camera which the American “photographer laureate” 
Ansel Adams used in the latter part of his life, the Horseman 
450, a monorail view camera for 4 x 5 negatives. In 35 mm, Ja- 
panese manufacturers have beaten European makers long 
ago, and now the German and Swiss manufacturers of large- 
format equipment are being beaten, precisely because the Ja- 
panese companies are 
going for the amateur 
market and are making 
that market possible. 

Small-format photo- 
graphers are not aware of 
the importance of speed 
for large-format devotees. 
It all seems such a leisure- 
ly affair. It can be. But 
one often races against 
time and the changing 
light. For this, the photo- 
grapher needs to be able 
to tilt, swing, slide side- 
ways or raise and lower 
his lens-board and film- 
plane fast and accurately. 
| don't know of any large- 
format camera which al- 
lows faster handling than 
"^ the elegantly designed 

Horseman 450. Its two 
L.-shaped supports rotate freely on the fixtures holding them on 
a monorail, and the lensboard and filmplane, attached to these 
L-shaped supports rotate freely again around their axes, result- 
ing in a freedom of camera movements only limited by the bel- 
lows which must link the two frames to make it a camera. 
Everything is quickly locked into place and as quickly returned 
to zero settings. 

Once one becomes converted to large-format photography 
4 x 5 will soon appear small compared with 8 x 10. This is cer- 
tainly the case with many Americans who buy most of the 8 x 
10 cameras which Toyo and Horseman make. In Japan this 
size takes up but one-fifth of the large-format market. However, 
even here, the small Japanese homes may not be a permanent 
obstacle. Why, otherwise, would Lucky Enlargers (a company 
which already makes a fine and inexpensive 4 x 5 enlarger) 
plan to come out in near future with the first Japanese 8 x 10 
enlarger? 

Thus, on both ends of the photographic spectrum, the 
super-automatic area as well as the large, high-quality negative 
area, Japanese manufacturers will have more in store for those 
of us who cannot get enough from this ever-fascinating process 
which turns everyday reality into art or document. € 
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The difference is excellence. 

























Akai introduces a new tradition of craftsmanship. 

It starts with the spirit of quality and attention to detail that has kept Japan's 
traditional arts flourishing for centuries. 

And to that it adds a new passion for innovation and technical excellence. 

The result is a range of audio and video systems and equipment that are 
recognized as modern 
masterpieces of creative 
technology. 

Experience Akai's new 
tradition with your own eyes 
and ears. You'll be surprised 
at the difference genuine 
craftsmanship can make. 
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ARTS & SOCIETY 


Books too expensive? 
Then copy your own 


By Jamal Rasheed in Lahore 


I; September of last year, Vanguard 
Books Ltd, Lahore's leading acade- 
mic bookshop and publishing house, 
was raided by the Police Special Branch 
and its owners arrested. Managing di- 
rector Najam Sethi was kept in jail for 
over a month without being formally 
charged or a full investigation carried 
out. It later emerged that Oxford Uni- 
versity Press (USA) had approached 
the Pakistan Government to put pres- 
sure on Vanguard for fear that it was 
about to pirate a new book on Pakis- 
tan’s founder Mohammed Ali Jinnah, 
Jinnah of Pakistan by American histo- 
rian Stanley Wolpert (OUP, New York). 
At the same time a spokesman for the 
Publishers Association of Great Britain 
said that they were involved in deli- 
cate negotiations with President Zia-ul 
Haq to put a stop to book piracy in 
Pakistan. 

The arrest of Vanguard’s owner was 
clearly a move by the regime to impress 
Western publishers. As it turned out, 
Vanguard was exonerated, because it 
held copies of letters and telexes sent to 
OUP requesting them to give permis- 
sion to Vanguard to reprint the kin 
Pakistan under rovalty. 

The high-handedness of OUP taking 
such a step against a Pakistani publisher 
and the regime's haste in arresting Sethi 
highlight the pitiful state of publishing 
in Pakistan and the extraordinary prob- 
lems of book piracy. Since then, the 
government has arrested four more 

ublishers, and instituted legal proceed- 
ings against 59 printing presses in Sindh 

rovince alone. Moreover, the Federal 

nvestigative Agency has been empow- 
ered to raid bookshops at will, ostensi- 
bly to search for pirated books but also 
to make sure that banned books are not 
on sale. Thus the complicated issue of 
piracy is also being used to launch a cen- 
sorship spree on Pakistan’s miniscule 
publishing industry, 

Pakistan's literacy rate of only 26% 
after 38 years of independence makes tt 
one of the least-literate among develop- 
ing nations. However, according to Un- 
esco’s definition of literacy, the rate is 
only 8% with only 0.02% of the popula- 
tion qualified with professional degrees. 
The 600 libraries in the country house 
only 6.5 million books (one book for 
every 63 Pakistanis) and 350 towns have 
no libraries at all. Book buying and 
reading has never been encouraged by 
any government, but part of the problem 
is the prohibitive price of books. 

Publishing is not considered an in- 
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dustry in Pakistan, so the banks do not 
give publishers loans and book stocks 
are not considered as collateral. Unlike 
in India, where course textbooks for 
students are heavily subsidised by the 
government, in Pakistan there are no 
such subsidies. Pakistan produces no 
paper, ink or printing presses — India 
produces all three — and duty and taxes 
on printing materials amount to 125%. 
which pushes up the price of books pro- 
duced locally to a level which is out of 
reach for most students or middle-class 
readers. Because publishing is not con- 
sidered an industry local chambers of 
commerce cannot even take up the 
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ratified yet by Pakistan. In 1973 then 
prime minister Zulfikar Ali Bhutto set 
up the National Book Foundation 
(NBF) to re-print foreign textbooks. 
NBF does not ask foreign publishers for 
their permission but gives them a 2% 
royalty on each book, which is far lower 
than the 10-15% royalty normally paid. 
NBF spokesmen say that the govern- 
ment has no choice because foreign 
publishers do not give copyrights. This 
is because they are more interested in 
selling a handful of their books at high 
dollar prices than receiving a small roy- 
alty from larger local reprints. 

"The nationalist argument" in effect 
condones piracy, at least unofficially, 
because it is the only way that college 
and university requirements can be met 
Still. NBF. caught in a bureaucratie 
morass, publishes few new books and is 
grossly inefficient, so students have to 
turn to private pirates who get the latest 
books and pirate them for Rs 50-100. 


4 — E MA 
: students turn to book pirates for textbooks. 


question of duty and taxes with the gov- 
ernment. Lahore, which used to be the 
biggest publishing centre of British 
India, is no longer so. The country’s 
biggest publishers, Ferozesons of La- 
hore, are using most of their presses for 
producing packaging material. 


he combination of a succession of 

unsympathetic governments, who 
prefer keeping the population uninform- 
ed, and poor reading habits have turned 
publishing into something akin to a cot- 
n industry. The print run of a best- 
selling local book is no more than 1,000 
copies which would be priced at Rs 100- 
200 (US$6-12.50); half.the sales would 
be to libraries. The cost of imported 
books, especially the latest textbooks 
for medical or science students, is so 
high that piracy is the only answer. 

This situation has prompted govern- 
ment bodies to reprint books without 
permission. According to Pakistani law 
foreign books do not enjoy copyright 
protection because. the International 
Copyright Convention has not been 


Gray s Anatomy, a must for medical 
students that costs Rs 600, is pirated for 
Rs 150. 

Staff colleges, universities and medie 
cal colleges have all created their owm 








book banks, where pirated books (or rez 


prints if vou are a government servant) 
are essential to keep the student body 
supplied with the latest from the outside 
world. The most frequently pirated 
books at this official level are engineer 
ing and medical textbooks. Students 
rightly say that if these book banks did 
not exist, the already low educational 
standards would fall even more. Foreign 
textbook is often priced at what is equal 
to three months’ pocket money for these 
students while professors’ salaries are so 
low that the only way they can keep 
abreast with developments in their sube 
jects is to photocopy new books in libe 
raries, which of course is also a form of 
piracy. The irony of all this is that offi- 
cially condoned "reprints" and their 
publishers are not being harassed but 
private pirateers are. 

Government officials and publishers 
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ion slips from British and 

publishers. One publisher 
in the US and Britain all stu- 
w have libraries of photocopied 
hich they cannot afford. This 
racy but publishers abroad are 
hing this matter, Instead they 
hit poor Third World coun- 


Situation in Pakistan is com- 
yy the monopolistic attitude of 
| book importers, who prefer 
e local publishing flourish, be- 
ay thrive on the commissions on 
ports. The margin on selling à 
mported book is much higher 

g 10 locally printed books at 
ich. Just two book importers in 
. Paramount and Liberty, con- 
o of the mass market for im- 
oks and magazines. Their al- 
tal monopoly means they have a 
g lobby with the government. 
ut 60% of imported academic 





hree importers who also do not 
their business to suffer by an in- 
se in local publishing. Given this 
queeze on books — by foreign 
lishers, local importers and govern- 
t taxes — book piracy in Pakistan is 
ked down upon by the popula- 
Instead it is considered a useful so- 
"Vice. 


atis the solution to this seemingly 
ntractable problem? Several pub- 
irs think the first step must be taken 
ie government. Only the withdrawal 
igh taxes and duties on printing 
rials, more funds for libraries and a 
ed campaign to encourage read- 
abits and develop literacy would 

a stimulus for local publishing. 
onal bodies such as Unesco 
orce Western publishers to give 
ping countries reprinting rights 
yalties of no more than 5%. 
uld be the only way the West's 

d on book rights could be 
nd it would also help put an end 
y: because local book INR 
um liately come down. 



























c broken. and hey should 
raged to go into publishing 
: which would help offset any 

oy suffer. A policy 
udents, with 
ree paper for 
hers Oks, must be 
uraged by not only local govern- 
nts but demanded by international 
dies as well. International copyright 
; must be altered in favour of de- 
ping countries. Half-hearted solu- 
s in Pakistan, where small-time pub- 
irs are jailed for piracy, while gov- 
| bodies do it themselves, will 















































the prison of 


By Alan Booth in Tokyo 


J ith the three feature films that he 
has made since his debut in 1976, 
Mitsuo Yanagimachi, now 40, has es- 


tablished himself as one of the most 


Frag 


-rectors 


thoughtful and thought-provoking di- 
in^ contemporary Japanese 
cinema. These three films together 
explore several of the main streams of 
thought that have occupied Japanese 
artists and intellectuals since the war. 
They offer no resolution, and they re- 


fuse to explain or render account, but 


they are powerful expressions of the so- 
cial and personal turmoil liable to sur- 
face in a nation whose priorities and 
mores have undergone the topsy-turvy 
treatment that Japan's has. 
Yanagimachi's debut came with God 
Speed You, Black Emperor (1976), a 
documentary about Tokyo's then 


largest motorcycle gang. His first fea- 


ture film followed three years later in 
1979 (like most of the best of Japan's 
current independent directors, he is de- 
terminedly unprolific) and, though it 
was limited to showings in small art 
houses, it was a considerable critical 
SUCCESS, This was Jukyusai no Chizu 
(The Map of a Nineteen- Year-Old), an 
exploration of the everyday life of a 
young student who has come to Tokyo 
from the countryside and supports him- 
self by delivering newspapers. 

A quiet, introspective boy, con- 
scious of having no real identity in the 
giant city, Masaru proceeds to create 
one out of the only material he has to 
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hand — the experiences of his news- 
paper round. Each small daily an- 
noyance becomes a personal affront. 
Some of the annoyances are real — 
efusals to settle bills. Others 
magines, and eventually 
even gestures of kindness he construes 
as acts of deliberate incitement. He re- 
sponds by preparing a careful log of the 
families he encounters on his round — 
ages, names, telephone numbers. 
Sometimes he takes direct revenge, 





. such as stealing a doorplate or anonym- 


ous telephone calls to insult or annoy. In 
the end, the log has become à detailed 
map of the neighbourhood with. black 
crosses pencilled in against his adver- 


saries, and his telephone calls have be- 


come bomb threats. But for all his care- 
fully ruled lines, he remains crushed and 
impotent. In the face of his roommate's 
arrest and his roommate's mistress' at- 
tempted suicide, he can do nothing but 
sob and rage. His map has no practical 
value. It is only the map of a lonely 19- 
year-old's mind. 

Yanagimachi's second, and most 
critically acclaimed, feature film was 
Saraba Itoshiki Daithi (Goodbye, Be- 
loved Earth), released in 1982. Set in 
Ibaraki, Yanagimachi’s native prefec- 
ture, it tells the story of Yukio, a young 
dump-truck driver given to habitual 
outbursts of violence. The accidental 
deaths of his two children provoke him 
into leaving his pregnant wife and set- 
ting up house with a former bar hostess 


ented trade debate 


| Hard Bargaining Ahead: US Trade Policy and Developing Countries edited by 
Ernest H. preeg Overseas ECE en Council. No price given. | 


| T debate on protectionism has be- 


come sterile. Too narrow a focus on | 


| the need to keep open the US market 


has obscured the structural changes tak- 
ing place in the international economy, 


which require new thinking on future 


trade patterns. The debate is predicated 


too heavily also on the assumption that 


export-led growth is an acceptable 


paradigm for developing countries in 







general. 


This is the thrust! — insofar as any | 
work of this kind cán be said to have a 





ge neral thrust — of this timely series of 
essays representing the thinking of 
trade policymakers and economists and 
others. In reality, the diversity of views 
presented reveals just how fragmented 
the trade debate still is. But there is 
much to learn from a reading of these 
views. 

The opening chapter by Preeg, a US 
career foreign service officer, estab- 
lishes why the pro nt | 
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who, despite the shaky foundations of 
their relationship, is loving, and willing 
to provide him with the security and af- 
fection he feels he lacks. But the deaths 
of his children also provoke him into 
another habit — heroin — and under its 
influence he stabs and kills his lover 
with a kitchen knife. 

— Yanagimachi's most recent film is Hi 
Matsuri (Fire Festival), set in a small 
coastal village near Kumano, an area 
long regarded as sacred to the gods of 
Japan s pre-Buddhist j^ pis The 


Yanagimachi: social turmoil. 


men of the village work either as i Baher 
men or loggers, and there exists be- 
tween the two groups a certain amount 
of rivalry and suspicion, fuelled by plans 
to turn this part of the coast into a na- 
ture reserve and by the unexplained pol- 
lution of the fishing grounds. One of the 
loggers is Tatsuo, 40, boisterous, randy, 
married with two children. His life is en- 
tirely made up of activities which are 
"natural" and, at the same time, do vio- 
lence to nature. He fells the trees, hunts 
monkeys, traps birds, trains dogs to tear 
the necks out SEWIU pla In the forests 


of total developing- country exports of 
manufactures — up from 40% in 1980 
— were absorbed by the US market. In 
particular, this has brought about a 
deepening economic dependence be- 
tween the US and the newly industrialis- 
ing countries (NICs) of Asia and Latin 
America. 

Former US trade representative Wil- 
liam Brock reinforces this, noting that 
more than one-fifth of all merchandise 
exported from the (non-oil) developing 
world is shipped t« o the US. “The United 
States is the largest, most open market 
in thẹ world for the pro oducts of the de- 
veloping world,” ‘he declares. This boast 
may be true but it is not one that the de- 

= veloping countries d accept with 

relish 
vulnerability. 

ost disappointing - is what Preeg 

terms the “slow evolution of intra- 

developing country trade.” By 1980, 
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and hills, at unsuspected moments, he 
senses a seeing presence which he both 
reveres and challenges. His behaviour 
grows more erratic as he begins to iden- 
tify personally with the spirit and power 
of the mountain god. One day, without 
warning, he dresses in his best clothes | 
and massacres his entire family with s| 
shotgun. 

.. Perhaps the cle elopment i in 
Yanagimachi's. films | is “the increasing 
degree of violence with which they 
climax. Throughout Jukyusai no Chizu. 
we confidently expect that Masaru will 
eventually carry out one of his bomb 
threats or blow up the gas tanks he has - 
drawn so carefully on his map, but he 
never does; while in Hi Matsuri, where 
we are given not the least hint of warn- 
ing, the massacre comes as a complete 
outrage to expectation and sense. But it 
is in the provenance of this violence that 
Yanagimachi poses the more interesting 
questions, the first of which touches the 
ago-old conflict between urban and 
rural values. | 


Y emacs first two films (includ- 
ing the documentary) are solidly 
urban and the last is solidly rural. while 
Saraba Itoshiki Daichi offers a carefully 
measured transition. Ibaraki is a half- 
agricultural, half-industrial prefecture 
— the consequence of its proximity to 
Tokyo, of a flatness ideal for rice pro- - 
duction as well as for building oil re- 
fineries, and possession of one of the na- 
tion's largest coalfields. In a way. 
Yukio’s saga is an allegory of the result- 
ing conflicts, and these are brilliantly 
encapsulated in some of the film's most 
haunting scenes, such as those in which 
his pregnant wife stands knee-deep in 
the rice watching his truck move like a 
beast of prey across the long, smoky 
Newly urbanised Japanese | 
tend to think of their countryside as a | 


around 25% of developing country im- 
ports came from other developing coun- 
tries but half of these were accounted 
for by oil. If this intra-developing coun- 
try trade grew so modestly during the 
oa ansionist. decades of the 1960s and 
970s the prospects must be even less 
xe Nis dia in the 1980s with longer- - 


term trade-growth trends having been 


shaken by economic Crises. Precg notes 
While the NICs (Asian and other- 
wise) and their manufactured exports | 
have grabbed most attention in the- 
1980s, it “has become fashionable to - 


downplay the importance of [primary] | 
commodities in the export earnings. of | 
developing countries, 


Cuddy, formerly chief of commodity 
poliev at Unctad. Yet commodity ex- 


notes Prof. py | 
i 


| ports still represent more than 70% ol | 


total exports for low-income countries 
as a whole. 

“If the underlying forces of- 
technological progress and changes in 


cial pressures under which 


1 

— fairy-tale land in whieh 

e spirit of “the old home country” res 

his undisturbed. It is really his caleu- 

lated disturbance of this spirit that lends 

Yanagimachi's last two films their 
weight 

But an even more interesting theme. 

— and one which has unusually preoc: 
| cupied the Japanese, with their recur- 
ring sense of identity crisis — is that of 
modern man's responsibility for his own 
acts and decisions. This is à theme cone 
stantly sharpened by the psychological 
legacy of the war and by the peculiar so- 
"individual- 
itv” is regarded not as à value, but asa 
form of excess. Each of Yanagimachi's 
heroes could cogently disclaim respon- 
sibility for the consequences of his vio- 
lent, or potentially violent. nature. (As 
it happens, they are all comparatively 
inarticulate men, so the cogent — 
ments are left for us to form.) 

Masaru suffers from the blight- 
youth and the deadening alienation 
the metropolis — unavoidable if he is tà 
pursue his studies and become a “pillar 
of society.” Yukio can point to the 
tragic accident that bereft him of his 
children, and to the drug he has turned 
to as an essential anodyne. And Tatsug 
has no less than a god to fix the bioma 
on. He is the prisoner of a metaphysi 
he does not understand, in the samen y 
that many Japanese intellectuals " 
themselves as the prisoners of a histo y 
they find increasingly irrelevant in Se 
aims and values. 

Each of Yanagimachi's films show 
us a man so locked up in himself that he 
can inflict catastrophe on the out 
world with neither à qualm nor a sense 
of guilt. One is left wondering ha 
in the final analysis, this is a mera 
for the plight of the modern indivi ual, 
or the plight of one notoriously "n" 

i 


pective modern nation. 
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| 
consumption patterns continue to devei 
lop in the industrialised countries im the 
rest of the 1980s as they have done d 
ing the past 15 years, the outlook f 
those — primary-commodity—-ex 
countries unable to diversify their ar- 
kets or develop a sufficient indus 
exports base will be very grim indeed * 
Cuddy says. They need to “place in- | 
creased emphasis on trade with other] 
developing countries whose pattern ofi 
import substitution and tec nological 
development will not for some time! 
reach the proportions evidenced in the) 
industrialised countries.” And they 
need to increase the added value of their. 
commodity exports. 

Orthodox development economists 
will find little to take exception to im 
Cuddy's ideas about increasing value” 
added — they exactly describe what 
countries such as Malay sia are doing — 
but they may question how developing 
countries with competing rather than 
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in ng g countries in general really want to 
increase their export dependence in 
der that they can become the NICs of 
i io morrow? 











T: comfortable orthodoxy that ex- 
ED growth and outward orien- 
ation lead to more rapid economic 
evelopment comes in for both support 
inc d attack in this volume. Not surpris- 
n ygly. given the World Bank's declared 
1mitment to open economies, it falls 
o o staffers Constantine Michalopoulos 
| Anne Krueger to champion the 
* of trade liberalisation. 

"The success of export-oriented de- 
/ tic bing countries and the difficulties 
j'ountered by countries relying heav- 
y on high walls of protection to foster 
th leir domestic industrial sector have 
convinced most analysts that the role 
J of exports is far more crucial than 
previously thought," they say. 
‘N No | only does an export-oriented 
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financing for imports: 
it also critically in- 
fluences the struc- 
ture, vitality and growth 
of the entire econ- 
omy.” ^" 

This too has become 
part of ‘development 
orthodoxy nowadays — 
cynics might say be- 
cause it provides the in- 
dustrialised countries 
with an “intellectual 
cover for levering de- 
veloping countries into 
liberal trade —— 
which the developed 
nations themselves are 
increasingly loathe to follow nowadays. 

But the heretics are given a say too 
among these “éssayists. Chief amon 
them is Henry Nau, former senior staff 
member of of the US National Security 
Council responsible for international 


Harmony from conflict 
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Japan is so often described as a coun- 
U try where harmony is the ideal and 
asensus guides all change, that the 
5 e is jarred by a book w ich bears à 
title that starts with "conflict." But two 
ha ve been published in recent years, 
ind a third deals with institutions that 
channel conflict towards change. All 

n ree publications are the products of 

onferences held in the US but also at- 
E ded by Japanese scholars. As such 
they suffer from lack of balance and 
focus, and some articles are not as read- 
‘able as others. But taken as a trilogy, 
the books enable the fastidious reader 
to m and choose from an impressive 
ray of articles. 

. authors of Conflict in Japan 
i gree that the ideals of harmony, hierar- 
„loyalty, cooperativeness, collective 
ur E and consensual decision-making 
pest to à significant degree in Japan,” 

- but then argue that the “prevailing 
| paradigm" is inadequate (as certainly all 
| stereotypes are). “Anyone who knows 
- Japan will agree that it witnesses con- 
flict like other societies, that it has 
L known periods of extraordinary con- 
| fliet, and that much of the dynamic of 
—change stems from conflict.” 

Thirteen contributions are grouped 


i 






. Steinhoff. University of Hawaii Press, Honolulu. US$24.95 (cloth cover), 


in Modern Japanese History edited by Tetsuo Najita and J. Victor 
chmann. Princeton University Press, Princeton. US$19.50 (paperback). 


| ins itutions for Change in Japanese Society edited by Geor > De Vos. Institute 
9f East Asian Studies, University of California, Berkeley. US$15 


into five parts. The two introductory ar- 
ticles discuss conventional conflict 
theory in the context of Japan. The 
main articles cover: interpersonal con- 
flict between individuals and within 
families and villages; conflict in labour, 
education and women's movements and 
organisations, and conflict involving po- 
litical parties, the bureaucracy and in- 
terest groups. A concluding article sum- 
marises conflict and its resolution in 


post-war Ja 

In C onflict i in Modern Japanese His- 
tory the civil disorder that led to the 
Meiji Restoration in 1868 is examined, 
and the role of social unrest from the 
end of the Russo-Japanese War in 1905 
to the mid-1920s. An introduction gives 
an overview of the historiographical is- 
sues that preoceupy the book's 16 main 
articles. An epilogue attributes the lack 
of consensus among the articles to an 

"agreement to disagree" in which vari- 
ous "interpretations of conflict" result 
in a "conflict of interpretations. " 

The general reader will not be at- 
tracted by the jargonistic tone of the 
preface, which states that *the overall 
framework advanted, that conflicts in 
this history are clu d around discon- 
tinuous and synchronic systems of 







Loading containers: high cost of export growth. 
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economic issues. “The growth of man- 
ufactured exports is perceived to be 
closely linked with overall growth," 

notes Nau. But he goes on to suggest 
that "correlations do not imply causa- 
tion and it cannot be determined whe- 


events, is provisional at best and will, no 
doubt, require additional discussion 
and refinement." But most of the arti- 
cles are more lucidly written, and many 
offer fresh insights into how certain 
pivotal incidents (such as the Tengu In- 
surrection of 1864) and key individuals 
(like the world-famous microbiologist 
Kitasato Shibasaburo) challenged the 
status quo and pushed or pulled Japan 
in new directions. | 

Institutions for Change in Japanese 
Society focuses on the processes that 
harness disenchantment for reform. 
Twelve articles are divided into two 
parts. Part I is about trends toward so- 
cial democracy in Japan, and part Il 
about the police as an institution for 
change. 


one of these books gives "class con- 
flict" explicit emphasis. Conflict in 
Japan concludes that there is an absence 
of strong class consciousness in Japan. 
Many praterea groups have had to 
downplay their ideologies in order to at- 
tract more support, while the intellectu- 
als who advocate a class view of Japan 
tend to be isolated elites. 

Conflict in Modern Japanese History 
devoted an article to the Hibiya Riot 
which began on "the exceedingly hot 
day" in Se one 1905 when the peace 
treaty ending the Russo-Japanese war 
was signed at Portsmouth, New Hamp- 
shire. “In three days . . . more than 70% 
of the police boxes in the city . 4 were 
either smashed or burned down .. . [in] 
this major metropolitan riot — sup- 
pression required martial law for the 
first time in modern Japanese history.” 

But the author debunks the “class- 
struggle interpretation” that some post- 
war historians have imposed on the riot, 
calling it instead “little more than a 
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Bundling cloth for export: bloc politics. 





ther exports generate faster growth or 
are themselves the consequence of fast- 
er growth generated by other factors.” 

Nau then piles heresy upon heresy. 
“Even if exports are the main factor 
promoting growth [by alleviating the 


blind outburst,” though one whose “his- 
torical significance" lies in "its basic 
orientation toward nationalistic 
chauvinism.” The riot was sparked 
and generally fuelled — by ultra-con- 
servatives who resented the govern- 
ment's acceptance of the “humiliating” 
peace which not only “abandoned the 
fruits of victory” but “gravely dam- 
aged the well-being of His Majesty's 
nation.” 

The Meiji Emperor, who could hear 
the riot from the Imperial Palace near 
Hibiya park in central Tokyo, com- 
posed this poem: “Directions may dif- 
fer/but the sincerity of Our subjects to- 
ward the state/must be one.” The pro- 
gressive intellectuals had their day, but 
many of them were "converted" to im- 
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foreign-exchange constraint]. export 
growth may be achieved only at very 


high cost. The post-1973 experience of | 


key NICs leads to the conclusion that 
export-promotion policies combined 
with increasing or sustained import sub- 
stitution may be successful, but only at 
higher and higher costs." No doubt 
these words will find some resonance in 
places like South Korea where the ex- 
port engine has to run ever faster it 





scems to service the debt which finances | 


export industries. 


hat debate will no doubt continue 

with countries such as Indonesia 
(heavy on import substitution) and 
South Korea polarising at either end of 
the scale while the likes of India oscil- 
late between growth-led export and ex- 
port-led growth policies. But the avail- 
ability or otherwise of foreign financing 
to finance the current-account deficits 
which usually accompany the initial 
phase at least of export. growth may 
prove a critical constraint. 

The fact of slower growth in the de- 


perialism by the "revere the emperor 
and expell the barbarian" militarists 
who emerged from the shadows of Ja- 
panese democracy a generation later 
and continued from where the Hibiya 
rioters had left off. 

Institutions for Change in Japanese 
Society also balks at endorsing the class- 
struggle version. Most of its con- 
tributors prefer more sophisticated (and 
realistic) psycho-cultural or socio- 
psychological explanations. 

Another recent study in English 
shows that Japan is comparable to the 
US and Europe in terms of the fre- 
quency and level of violence in popular 
dinoan (Yoshio Sugimoto, Popu- 
lar Disturbances in Postwar Japan). But 
Sugimoto, a Japanese sociologist edu- 


an, 











veloped countries is, rather surpris- 
ingly, not seen by Nau as a major poten- 
tial constraint on trade growth. “A long- 
term historical perspective suggests that 
the trade intensiveness of post-war 
growth has not been exceptionally high 
and therefore can be sustained if not en- 
hanced. Slower world economic growth 
does not eliminate the opportunities for 
comparitive advantage in world mar 
kets," Nau says. 

On the other hand, Nau admits that 
the "coalition for trade liberalisation in 
the industrial countries is undoubtedly 
at its weakest since World War II." This 
is partly of course because of industrial 
rigidities and financial distortions in the 
industrialised nations. But the de- 
veloped countries themselves are partly 
to blame. Bloc politics — played first by 
Opec, then by primary commodity exe 
porters and more recently by the NICS 
— in pursuit of single-group rather than 
general developing country interests 
have had a deleterious impact upon the 
cause of trade liberalisation. 

— Anthony Rowley 


cated at the University of Pittsburg and 
currently teaching in Australia, also 
concludes that Japan has class lines, 
contrary to the offical dogma according 
to which an alleged homogeneity (“one 
race, one language, one historical exe 
perience") has bred in all Japanese peg- 
ple an unusual sensitivity that enables 


them to communicate through some 
kind of non-verbal intra-ethnic. tele 
pathy. 


icon shortcoming of the books 
under review is their failure to poini 
out that “harmony” is idealised in Japan 
precisely because (and when) there is 
conflict. It was Prince Shotoku Taishi in 
the 7th century who admonished his 
people to "regard wa [harmony] as 
noble, and non-contrariness as honour 
able." The prince had good reason to 
romote symphony and accordance, for 
he lived in an age when emperors were 
being assassinated and their sons bat 
tled over the throne. 
Japanese today, some 13 centuries 
later, are still invoking wa whenever 
they have internal problems. So if an 


emperor, prime minister, or company 
president exhorts his subjects, rivals, or 
workers to exemplify wa, there is sure to 


be real or potential conflict at hand 
“Foreigners are in danger of confus- 
ing a Japanese ideal with the actual 
practice of society." according to Chak 
mers Johnson, political scientist at Ber- 
keley. "There is a great deal more cone 
flict in Japanese society than is come 
monly appreciated. One almost thinks 
that norms of consensus have at some 
time been invented by the Japanese be- 
cause they are all too aware that the 
danger of absolute deadlock sometimes 
exists in their society.” 
— William Wetherall 
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sector and operating establish- 
n the basis of buoyant commod- 
nues in past years, Malaysia is 
eling the pinch as economic 
slows down but expenditures 
> to grow. Burdened with rising 
t-account and budget deficits, the 
} government is looking to reduc- 
1e public-sector dragasa way out of 
tudget ary problems. 
The latest budget presented on 25 
ober by Finance 
nuddin was fairly neutral in both re- 
nue and expenditure terms — the im- 
ation being that more fundamental 
"uctural changes are being left for the 
ture. Thisis all the more understanda- 
in view of the persistent reports of an 
y general election, probably in the 
-half of next year. 
here were no dramatic increases in 
ation, except for imported liquor and 
arettes. Minor concessions as well as 
ve tightening up were instituted. in 
sonal and corporate taxation. Busi- 
s was offered a series of incentives to 
lote investment and exports. Based 
re it seems on political rather than 
al considerations, tax exemptions 
e granted for insurance premiums 
takaful — Islamic, insurance — as 
"| as deposit income earned from 
ik Islam. | 
With an eve to more fundamental 
blems, Daim warned in his speech: 
h the present [international] reces- 
expected to carry on into 1986, the 
eloping countries are expected to 
nue to be burdened with slow 
wth, high current-account and bud- 
y deficits and rising external-debt 
lems.” AH these problems are 
cable to Malaysia. 
vertheless, Daim predicted 6% 
owth in gross domestic product 
J as against the 5.2% estimated 





2x 60 
ar. The projected growth for 
ar is to be fuelled mainly by à 
ncrease in crude oil production in 
ct contrast to. Malaysia’ s policy of 
serving its oil resources. In 1985, 












0.000 barrels per day (bpd). Crude 
oduction i is to be boosted next year by 
6% to 510,000 bpd in order to bolster 
erchandise exports and state revenues. 
Owever, given the near certainty of 
ressed oil prices during 1986, it is 
btful whether Malaysia could earn 
forecast M$19.26 billion (US$7.8 
m) from crude exports next year. 

"T cal 1986, beginning 1 January, 


ig geared up the size of its pub- 


| is estimate: 


Minister, Daim | 





ude oil output was reduced by 3.8% to | tl 


Daim ned federal expenditure at 

M$29.56 billion, up 3.7% from 1985 
which in turn was up 2.2% on the previ- 
ous year. Total federal revenue in 1986 
| ed'at M$22.12 billion, up 1.6% 
from 1985, leaving a deficit of M$7.44 
billion to bé financed largely by domes- 
tic and foreign borrowing. In 1985, the 
overall federal deficit stood at M$6.75 
billion. 

Of the 1986 total outlay, 7195 is for 
operating expenditure (against 7496 in 
1985 and 70.2% in 1984), while the re- 
maining 29% goes for development 
spending. Of the operating expendi- 
ture, about 35% is eaten up by emolu- 
ments, with another hefty chunk of 27% 
going for debt servicing. 

Daim acknowledged that the huge 
size of the staff in the public sector was a 
drag on the budget, One in every 17 Ma- 
laysians is on some kind of state payroll 
and the ratio compares aon AOR: 





Of the development expendi: in 
1986 amounting to a net M$7.6 billion 
(after allowing for repayments due from 
the states from past loans), 54% is ear- 
marked for.the economic sector while 
social services will get another 3095. In 


be up by a quarter while economic ser- 
vices wilt be ' down 5% from 1985. A 
continuing feature of the development 
spending has been a drastic reduction in 
Such 
spending fell by 16.4% in 1983, fol- 
lowed by a decline of 41.8% in 1984, 
and further reductions of 3196 and 3096 
targeted for 1985 and 1986. Clearly no 
major arms purchases are planned next 
year as the outlay is barely M$485 mil- 
lion, the bulk of which will go for con- 
tinuation of existing projects and build- 
ing of barracks. 

About 22% or M$1.67 billion of the 
development outlay is allocated for ag- 






spending on security services. 
A OK 


WHERE THE MONEY GOES 


ably with that in neig ghbouring coun- 
tries. The growth of. the public sector. 
dates back to the late 1970s when Ma- 
laysia's budget revenues, from oil and 
other commodities were expanding 
PY (REVIEW, 11 Nove 














low the Ballooning bureaucracy Is 

to. xe reduced by privatising state- 
owned. enterprises like the, Malaysian 
Airline System, Telecoms and port ser- 
vices. The finance minister warned that 
the salary | claims of the. largest civil-ser- 
vice union up for negotiations in early 
November would not be met fully. But 
it is doubtful whether the government 
would want to ) an bonise: some L5 mil- 
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J components. . 
country Is ie 
centives . f 
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put. In line with the. thrus 


other words 'social-sector spending will 
| 
| 
E 


to? 3%, and incr 


to the GDP —i in order to boost its out- 
| of the. New 
Economic Policy (NEP). to eradicate 
poverty, M$2.86 billion is provided for 
rural aid and roads and utilities projects 
in the countryside. Another M$500 mil- 
lion (M$281 million in 1985) is set aside 
for restructuring programmes to in- 
crease participation of bumiputras (i ne 
digenous people, m mainly Malays) i 
trade and industry. | 

For the business community, Daim 
offered the following incentives to boost 
production and exports: 
» The import duty on wm 










materials and 








lower limit for liability to such tax. 
Taxes on tin and timber are to be re- 
placed by the excess-profits tax. 

» Pioneer status to be granted to invest- 
ors based on type of industry rather than 
size of capital. 

» Accelerated depreciation allowance 
and reinvestment allowance to be ex- 
tended by three years to 1988. 

> Facilities for local export-credit rein- 
surance-finance to be enhanced. 

Promotion of tourism has taken on a 
new urgency in the minds of Malavsian 
leaders. They not only want more travel 
by citizens within the country to con- 
serve foreign exchange, but also want to 
encourage more foreign tourists. In- 
vestment in tourism facilities will qual- 
ify for pioneer status and incentives 
applicable to hotel construction will be 
extended to motels, chalets and other 
recreational facilities. A 10% tax rebate 
is offered to tour operators bringing in 
foreign tourists. The government's 10% 
tax on hotel and restaurant services is to 
be halved. However, in view of the con- 
tinuing international recession and the 
lack of infrastructural facilities in outly- 
ing areas of the country, the growth of 
tourism in Malaysia will be rather li- 
mited. 

Many Malaysian companies and in- 
dividuals manage to have some of their 
income earned in the country remitted 
abroad and so avoid local tax. In order 
to bring back some of this wealth, Daim 
declared a one-year amnesty to such re- 
patriated income and a 50% reduction 
on tax. But there are likely to be few 
takers for such an offer, according to 
business sources. 

In yet another move to keep money 
within the country and conserve for- 
eign exchange (education payments 
abroad are one of the biggest drains 
on the invisibles account), the budget 
allotted M$260 million to improve uni- 
versity facilities and open a new 
campus of 1,500 students in Ipoh. 
Government scholarship holders who 
have secured admissions abroad are 
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being encouraged to complete two 
years on local campuses under foreign 
teachers. 

In 1985 the development allocation 


to the myriad off-budget agencies 
(OBAs) shot up to M$8 billion from 
M$6.7 billion in 1984. For the coming 
fiscal year this item has been reduced by 
25% to M$6 billion, which still amounts 
to 40% of the entire development out- 
lay. While some of the new OBAs, like 
the Heavy Industries Corp. of Malaysia, 
have long-term contractual commit- 
ments, unless these come under rigor- 
ous Treasury scrutiny over their spend- 
ing plans, they will continue to be a 
heavy drain. 


hile these moves are laudable for 

trying to improve the balance of 
payments and reduce the burden on the 
public exchequer, it is the host of state- 
owned companies which have drained 
the coffers in the past decade. In his 
budget submission a year ago, Daim 
acknowledged that these so-called 
OBAs ought to be reined in. Last year 
41 OBAs, in which the state had at least 
51% equity and which had more than 
MSS million cashflow a vear, were iden- 
tified. By the time of the recent budget, 
more OBA’s were to be identified and 


(M$ million) 


Merchandise-account balance 
Exports (fob) 
Imports (fob) 

Balance on services 
Freight and insurance 
Other transportation 
Travel 
Investment income 
Government transactions 
Other services 

Transfers (net) 

Balance on current account 


* Ministry of Finance estimates. 
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brought under stricter state supervision, 
However, the 1986 budget still takes 
into account the same number of 


| OBAs, leaving a host of others outside 


the Treasury's control, but still utilising 
public money 

Nevertheless, Treasury officials eme 
phasise that the rate of growth in publie 
spending is being kept in check and the 


annual fiscal deficit is on a d wnmward 
trend. Total federal deficit as a percent 
age Of the nominal gross national pro- 
duct has come down from 20% in 1982 
tO 8.5 7o in 1985 and is forecast to inch 


up only to 9.2% next year. But this still 
leaves the government with a vast ae 
cumulated public debt l 
The total federal debt will amount to 
M$60.9 billion at the end of 1985 | 


un 


from the previous year. Of this. domes 
tic debt comprises 65% or M$39.6 bil 
lion, the remaining 35% or M$21.3 bik 
lion being external debt. An additional 


M$1.62 billion of foreign borrowing Is 
slated for 1986. About 70% ol 
ing external debt is in the form of short 
term market loans. Although some ol 


the CXISI 


these loans are being prepaid and others 
being renegotiated [O1 longel 
maturities, payments on debt servicing 


will continue to be a heavy drain on the 
budget's operating expenditure 
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Source: DS. 
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for 1985 — high by regional stand- 
ut well down on its year-ago fore- 








5%. While expressing satisfaction 





‘of international recession, Finance 
ter Daim Zainuddin explained the 





weak external demand, higher in 


ntry's crude-oil production. 
"Although similar (if not worse) con- 
ions are expected in 1986, Daim 
es to raise GDP growth to 6% next 
ar by substantially boosting the out- 
and export of petroleum — though 
ng the added income on prices 
ich most industry analysts. consider 
ealistic. 

All the same, the Treasury's econo- 
ic report released along with Daim's 
dget, concedes that 
alaysia’s rapid growth 
.the late 1960s and 
70s cannot be sus- 
ined because of the al- 
'd world economic 
vironment and com- 
‘tition from — other 
‘ountries producing the 
ame | primary com- 
nodities as Malaysia. 
As 1986 marks the be- 
ining of the Fifth Ma- 
avsia Plan (1986-90), the 
pected. loss of econo- 
ic momentum will have 
direct bearing on the 































































































ent plan. It would also affect the coun- 
/s ambitious New Economic Policy 
EP). though local politicians are as 


Phe NEP's aim is to redistribute the 
onal wealth more equitably among 
al. groups and eradicate poverty 
le keeping the economic pie grow- 


"he economic strategy will bame 
rer when the outline for the next 
-year plan is released in early 1986. 
ywever, Daim’s budget speech and 
e accompanying economic report 


onomy, tracing them back to the be- 
nning of the current five-year plan in 
S1. 

Daim's strategy is multi-faceted: to 
iprove the lopsided balance-of-pay- 
[S ; Situation which has seen con- 





ilaysian economy has slowed | re 
The Finance Ministry expects. | 
owth in real gross domestic pro- 


£ 6.7%, and the 1984 performance . 


the country weathered yet another | 


r growth rate in 1985 as mainly due m 


est payments and a cutback in the 


| p figures. 


ale and the priorities of the develop- | spending merrily. 


unwilling to admit such a possibi- 


How the contradiction. between | 
g growth and redistribution is le 
— — decide. the: Man 


alysed the issues and. directions of the - 


spite attempts.tc 
and manufacturing gained two percent- - 
+ age pai — 1978-85, while most | 





rising current-account deficits; 


ublic expenditure; reir 


mushrooming enterprises owned wholly 


or partly by the government; encourage 


the neglected non-plantation areas of 
agriculture, and stimulate private in- 
vestment. 


But these broad policies have been in 
effect, to varying. degrees, since at least 
‘not yet produced the de- 

-Government officials 











nds flowing from these basi- 
ly long-term policies, but the record 
as ofi now is less than satisfactory. The 
current-account deficit, which has bal- 
looned from a modest M$620 million 
(US$252.5 million) in 1980 to an esti- 
mated M$5.3 billion this year, continues 
to cause concern. 

Government services as a part of 
total GDP have routinely outpaced the 
The so-called off- 

udget agencies, in which the govern- 
ment Lgs an equity interest, have been 


at it is too early to discern - 























the static. structure of the Malay 





ind and. prices es. 
sian - 
economy could be seen clearly in 1984- 
85:also. The economy grew overall by 


7.695 in 1984, a good year, solely on the 


back of buoyant export prices. Palm-oil 
prices shot up by 40% and other prices 
remained relatively stable in 1984, re- 
sulting in a 3.9% growth in agriculture. 

But as prices plummeted in 1985, ag- 
riculture's growth was almost halved to 
2. 195. 

The export of electrical goods and 
electronies, which comprise more than 
50% of the country's manufactured ex- 
ports, was boosted in 1984 mainly by the 
surge in computer sales in the US, re- 
sulting in the manufacturing sector 
growing by a whopping 11.6%. But as 
demand tapered off. in 1985, its growth 
was more.than halved to 6.595. Malay- 
sia increased its oil exports in 1984 by 
16.7% and the mining sector grew by 
12.9%, but oil output was deliberately 
restricted as a conservation measure in 


MALAYSIA'S ECONOMIC PIE 


Gross domestic product by industrial origin in 1978 constant prices 


Agriculture lan- 
guishes and ministers have been com- 
plaining that the private sector has lag- 
ged behind the government's expecta- 
tions of investments in industry. 

In addition to the lack of effective 


implementation of policies, the fault 


may lie in some of the structural con- 
straints faced by the economy. Malaysia 
has continued to rely heavily on the ex- 


port of primary commodities even as 


prices have been depressed, competi- 


tion has risen and substitutes are used 


more often. Diversification of the econ- 
omy has remained more a slogan than a 


policy. 


E the eight years since 1978, the 
economy grew by 60% in real terms, 
but its structure has remained basical- 
ly unaltered. The share of the major 
components of GDP by industrial origin 
remained static, with notable excep- 
tions. The share of agriculture during 
these years fell from 25% to 20%, de- 
hore it up. Only trade 








1985 and the- mining sector showed a 
negative growth of 1.726... | 

The only. sector to record. an in- 
creased growth rate last. year was con- 
struction, owing mainly to mushroom- 
ing office blocks and hotels in Kuala 
Lumpur and Penang. According to offi- 
cial estimates, hotel rooms and office 
space under construction in 1985 shot 
up by 124% to 9,320 rooms or 8.3 mil- 
lion ft?. But. as most of these swanky 
offices and. hotels remain half-empty 
now, yesterday's construction. boom 
has turned into today's. property 
slump. 

Significantly, the only sectoral gains 
the government foresees for 1986 are a 
marginal one in agriculture and a hefty 
14.896 in mining. The government aims 
to boost oil production from the current 
430,000 barrels per day (bpd) to 510,000 
bpd in 1985. Malaysia received on 
average US$27,50 a barrel for its crude 
this year and expects oil prices to be 
only marginally lower. at Us$26. next 
year. T 
. But with the current — the V orld 
oil market, ‘industr, sot i 
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major downturn in prices — some even 
put it as low as US$18-20 — by the sec- 
ond quarter of 1986 when the winter de- 
mand in the northern hemisphere has 
been met. Malaysia is banking on reap- 
ing M$9.5 billion — or 23% of its total 
exports from crude-oil exports in 
1986. Even if crude prices were to drop 
only to US$22 a barrel, Malaysia would 
stand to lose more than M$1.5 billion in 
exports. As the government's share of 
the oil industry is estimated at a quarter, 
Daim would have to find at least 
another M$375 million to balance his 
books. 








|: his budget projection, Daim also 
anticipates earnings of M$1.3 billion 
from the export of tin next year after al- 
lowing for a marginal 1.4% decline in 
prices. With the collapse in tin market- 
ing and the suspension of trading in 
London and Kuala Lumpur only hours 









` WE'D LIKE TO 
HAMMER HOME 
A FEW 
INTERESTING FACTS 
ABOUT AIHEX 


Asian International Hardware Expo 
3rd Presentation 
20-23 November 1985 
World Trade Centre, Hall 4 
Singapore 


e AIHEX is South East Asia's largest 
hardware show. 

e AIHEX has been expanded to 
include a special section devoted to 
Housewares, Tableware, Lawn and 
Garden and DIY products. 

e For the very first time, AIHEX '85 
will be fully computerised 

e Exhibits include: Hardware e 
Housewares * Lawn & Garden 
Equipment e DIY Products 


Be there to see 












Tin mine: market collapse. 
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before the budget announcement, the 
emerging price level for that commodity 
is anybody's guess, but it appears likely 
that Malaysia could see its tin earnings 
reduced by a substantial amount next 
year, making a further dent in the mer- 
chandise-trade balance and government 
revenues. 

Therefore, despite the government's 
optimism — conditioned, no doubt, by 
the possibility of an early general elec- 
tion in the first half of next year — the 
overall deficit in the public-sector fi- 
nance could rise well above the esti- 





mated M$7.6 billion in 1986. If the in- it all. 
creased deficit is to be financed by 

higher government borrowing, infla- 

tionary pressures would mount. On the Cahners 
other hand, if the country settles for a Exposition 


lower rate of growth, unemplovment — Group 
already estimated at 7.6% for next year 


—wouldshootup. ^ — V. G. Kulkarni Telex: RS 39200 CEGSP Fax: 2744666 
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à Handley i in Jakarta 
onesia's 1985 rice harvest is expect- 
to surpass last year’s record crop by 
than 500,000 tonnes (milled) and 
ithe country out of the world. mar- 
a buyer for the second successive 
ie. self-sufficiency reached last 
three vears after World Bank 
"had. predicted. a dangerous 
for the middle of the decade, 
he international market of its 
argest importer, and this year 
see some of me Indonesian 





ction ihis year ds expected to 
million tonnes, according to 
he national logistics agency in 
| food security. Bulog p chairman 


é years ago 
Ww as. the 








porters, it has been 
b the lower prices that have 
from. expanded harvests all 
th the region. 
other suppliers to the interna- 
I rice market, Thailand has had to 
the twin threats of rising competi- 
from former food importers (India 
China), and a downward price spiral 
h began in 1981 — but it has done so 

iccessfully than its competitors. 
ile shipments from Pakistan and 
— the other major exporters — 
h r fluctuated on Thai 
Shave risen steadily. 





























$i fficiency i in rice > proves a headache for Indonesia 


| market. The loss of this market has had 


i 
| 
i 
i 
| 
| 


the. most severe impact on Thailand. 
Taiwan, China, Japan and the US. Dur- 
ing the decade 1974-84, Thailand aver- 
aged 300,000 tonnes yearly in exports to 
Indonesia, while Taiwan and China sold 
231,000 tonnes and 209,000 tonnes, re- 
"spectively. 

| Now Índonesia is forced into nnd 
ering exports of its surplus rice, which 
would put heavy downward pressure on 
a market already depressed by In- 
donesia’s virtual; disappearance as a 
buyer. The excess rice stuffing Bulog’s 
warehouses -- much of it is rapidly de- 
teriorating — cannot be sold on the 
domestic market. To maintain the gov- 
ernment-set floor o for the grain, 








gown end stocks 
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But both Asian and Western rice ex- 


porters are likely to find the market 
much more difficult this year than in 
1984. The Rome-based Food and Ag- 
riculture Organisation (FAO) of the 
United Nations said earlier this vear 
that rice available for export will 
be 11.2-12.2 million tonnes — little 
changed from last season's 12.1 million 
tonnes. But import requirements are es- 


timated by the FAO to be only 10.7-11.3 


million tonnes, against 12.1 million ton- 
nes in 1984. By the end of this year, 
world stocks are expected to rise by 6 
million tonnes to a record 50 million 
tonnes. 

Thailand overtook the US in 1982 to 
become the world's largest exporter; 
the 3.7 million tonnes it shipped that 
year soared to a record 4.6 million ton- 


nes in 1984, or nearly 40% of world | 
trade. But sharply.falling prices cut ex- 





port earnings from a peak of US$1.2 bil- 
lion in 1981 to bant USH milion last 
year. 





i atup to tw ce the export- 
ket ptice. and will thus require d 


xe is vali 
mm 
heavy subsidy — and consequent loss to - 





Bulog — if itis to find overseas buyers. 
The rapid turnaround to self-suffi- 
ciency caught everyone by surprise. In- 
donesia’s success in adopting high- 
vielding, early maturing varieties of rice 
developed by the International Rice | 
Research Institute was known in the- 
early 1980s; production of 13.7 million . 
tonnes in 1971 was boosted to 20.1 mil- 
lion tonnes by-1980 with the help of the. 
new rice varieties. The government's. 
mass intensification programmes includ- | 
ed heavilv subsidised seed, fertiliser and 
pesticides, and low-cost loans to small 
farmers which, the government now ap- 
pears to have acce pted, will never be re- 


paid. : 
Unexpectedly, paddy-acreage ex- 
pansion accelerated, and production 


with it, in the 1980s. Over the past three 

years weather patterns have been nearly 
ideal; and problems of 
pests, to which the mod- 
ern rice varieties are 
often vulnerable, have 
been minimal. During 
the past decade, produc- 
tion. growth has aver- 
aged 5.1?» a year, while 
consumption grew at à 
rate of only 2 6%: Bulog 
encouraged this growth 
by defending the floor 
price paid to farmers, as 


Given a difficult world market, the 
expanded Thai exports have been 
achieved at the expense of US sales — 
particularly in: the EEC, Saudi Arabia, 
South Africa and Nigeria. Battered by 
the cheaper Thai rice, US exports fell 
29% during the past three years — from. 
3 million tonnes in 1981 to 2.1 million 
tonnes in 1984 — against a nearly 50%. 
increase in Thai exports... 

The US Embassy in: Bangkok re- 
cently prepared a paper meant to 
counter Thailand's claims that, despite 






















and. to- 
group, mostly civil servants and military 
personnel, with rice allocations. Bulog 
also controls the now PEERI rice- 
import flow. 

In 1984, year-end stocks, debite a 


= sharp cutback in imports, went for the. 
first time over the 2.5 million-tonne - 


level, considered about the maximum 


i necessary for both market stabilisation | 


j and 95% security, according to'Bulog 

analysts. This year, with imports elimi- 
| nated (except for 20-40,000 tonnes of 
-glutinous rice not grown domestically) 
| stocks are expected to grow by more 
than 500,000 tonnes, settling at 3.3 mil- 


lion tonnes at year end. 
Be ecause of the large amounts of rice 
available commercially in Indone- 
sia, Bulog does not expect to use any of 
its rice for market intervention this year. 
There is doubt that buvers could be 
found for the rice if Bulog chooses to 
put it on the regional market. 

In February, the floor price for rice 
was increased 6.25% , to Rps 175 (15 US 
cents) a kg. According to Arifin, the 
book value of the rice nearly doubles 
when handling, storage and storage 
losses are accounted for. This would put 
the cost of the grain at close to US$300 a 
ton, compared with the present interna- 
tional price for bottom-quality rice of 
US$140 a tonne, fob. This would require 
heavy subsidies were the government to 
actively export rice. Some exports, in 
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its growing market share, its exports are 
being hurt by US competition, particu- 
larly the US extension of long-term 
credits. (Embassy officials claim. that 
US sales under long-term credits, such 
as the 10 to 30-year plan offered under 
Public Law 480, constitute a minor fac- 
tor as they account for less than a third 
of US exports.) The embassy report 
cited the eroded US sales to the four 
markets — traditionally dominated by 


the US — to argue that Bangkok has in | 


- 


fact been faring much better. 
According to the paper, Thai rice 
sales to the EEC topped 200, 000 tonnes 
in the first half of this year — 46% 
higher than in 1984, and far above the 
the 77,000-tonne annual average during 
1981-82 — while US exports there fell 
10%. The US was supplying 81% of 
South African imports in 1981 but this 
. went down to 59% in 1984. During the 
| same period, Thai exports roughly dou- 
bled annually and by 1984 Thai rice cap- 
tured 31% of the market, with substan- 
tial increases this year. A similar but 
smaller gain was made in Saudi Arabia. 
Changes in the Nigerian market are 
particularly revealing. In 1981, the 
402,000 tonnes of US rice accounted for 
57% of total imports — more than dou- 





supply the- so-called budget 


197 Mid tonnes Thailand sold. | 


— — 
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by state banks this year. 


i ntis holding talks witht poten. 
tial importer Mauritius. | 


Arifin recently said Bulog could not 


afford to take the loss any larger-scale 
exports would entail; it is already facing 
difficulties making i interest payments on 
Rps 1.9 trillion in credit extended to it 
He added 
that for every 100,000 tonnes of rice In- 
donesia puts on the international mar- 
ket, per-tonne prices would drop around 
US$5. 

Analysts inside and outside Bulog 
say the government has not made a 
decision on how to handle the excess 


production. President Suharto, sensi- 


tive to the kind of 
rice shortages which 
beset the country in 
the early 1960s, has 
often pledged to 
maintain reserves 
of 5 million tonnes. 
Bulog, on the other 
hand, is having both 
physical and finan- 
cial difficulties in 
handling 3.5 million 
tonnes of stocks. To 
ease this burden, 
and face next year’s © 
crop, analysts say 
the government may 
yet decide to put sev- 
eral hundred thou- 
sand tonnes on the 
market and accept 
the loss it entails. 


By 1983, Thai shipments 
exceeded 500,000 tonnes (in- 
cluding parboiled rice shipped to 
surrounding countries for 
smuggling into Nigeria), capturing. 
more than 80% of the market. Thai ex- 
ports dropped substantially last year for 
several reasons — including Nigerian 
purchases of Pakistani rice — but reco- 
vered to 300,000 tonnes in the first half 
of 1985 against no US shipment. 

It is not only US sales which have 
fallen. According to the US study, Thai 
exports during the first half of 1985 
matched last year's record 2.3 million 
tonnes (though lower prices meant 


foreign-exchange earnings fell about 


9%) but exports over the same period 
by the US, Pakistan and Burma drop- 
* 16%, 53% and 62%, respectively. 
A major factor in Thailand’s success 
in wresting rice markets from the US is 
price. Increasingly distorted, the price 
differentials between top-grade Thai 
and US rice have widened from about 
US$60 a tonne in 1981 to more than 
US$200 now. Aside from severe price- 
cutting by the Thais, the US habit of sell- 
ing under brand names. also explains 
the differentials. If price levels continue 
to diverge, it is almost Ceea that: — 
zales will further decline. | 



























a package aimed: 
turns farmers 
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years, there | 
‘derable X 
that the new Ar 
would benefit! 
farmers. 









powers of the Anti- Monopoly 
Trade Acts, millers will be regi 
buy 3° %-grade jaddy pat à mini 
Baht 3,000 (USS113J a tonn 
taneously maintain a 
around 30 times their dailva 
city. (The floor prices for « 
will be based on the 39e p 
mark.) Violators — or m 
chase. at below the supp 
would be liable to fines and/or ie 
years’ imprisonment. 

To enable the milis to offe 
above-market prices, millers 
eligible for an estimated Baht 7. pa 
in concessionary finance. Koso} nd 
asked the Bank of Thailand (B 
central bank) to finance the sc 
with a low-mterest loan whict 
blended with COEN | fund 
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as being: sce heals pee 
fectiveness, the BoT s 
over the inflati 
tion of such ch 
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arise from the varying € 
individual mills — th« x of the 

ing is now targeted to come from banks 
at the current 15.5% prime rate. In 
order to bring this down to a concession- 
ary 9% — the rate that rice exporters 
receive from the BoT under so-called 
sacking credit facilities — the govern- 
ment will have to subsidise the 6.5- 
point interest differential, at a cost of 
' roughly Baht 500 million, by drawing 
- from the state-run Farmers Welfare 
X Fund. 

— Based on the official intention that 









































ice, authorities reckoned that the 
funding would enable millers to pur- 
chase and stock about 3 million tonnes, 
or 16.4% of the projected 18.3 million 
tonnes main crop. 

— At first glance, the scheme appears 
to contain many flaws. A spokesman of 
‘the Rice Mills Association told the 
REVIEW that out of more than 20,000 
fice mills throughout the country, only 
— 1,200 with a daily milling capacity of 
- more than 20 tonnes would participate 
- inthe exercise. This suggests the major- 
| ity of the smaller mills in remote areas 
— would not receive the concessionary 
- credit and could be forced to buy at 
_ prices below the support levels. 

- Middlemen have traditionally 
played a crucial role in buying the crop 
from farmers and supplying it to millers, 
- particularly in remote areas. As the sup- 
port prices apply only at the mills, au- 
thorities appear to have no effective 
‘control over the farmgate prices which 
“most farmers would actually receive. 
The aggregate picture is further dis- 
torted. given the varying paddy pro- 
di Eon costs in different parts of Thai- 


| Eyroduction costs in the Central 
Plains are lower than those in the in- 
- fertile Northeast, reflecting an effective 
_ irrigation system and easy road access. 
But figures vary from one source to 
- another. The Agriculture and Coopera- 
; tives Ministry reported a Baht 2.489 a 
_ tonne nationwide average cost (exclud- 
ing land and equipment). At a two-day 
l Irally in the Central Plains province of 
Lopburi in mid-October, farmers re- 
ported a Baht 3,199 a tonne average for 
all grades (including all costs). Among 
other things, the 500 farmers at the pro- 
test meeting demanded a Baht 3,300 
- support price. 
+ iven insufficient government per- 
| sonnel plus fears of irregularity at the 
| provincial levels, the scheme’s oppo- 
1 nents also question how the government 
| can maintain effective scrutiny to en- 
| sure that millers buy at the sup- 
| port prices and keep the stipulated 
| stocks. 
| When Kosol first tabled the propo- 
| sals to the council of economic ministers 
- on 14 October, they were strongly op- 
posed by the central bank and Prime 
| Minister Prem Tinsulanond's chief eco- 
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viser Virabongs Kaman Kura 

ers from the Democrat and 
Prachakorn Thai parties, the two other 
coalition partners, also voiced reserva- 
tions. 

The opposition was hardly surpris- 
ing. With a ey efficient marketing 
process — from the farmgate to export 
— paddy prices are largely dictated by 
market forces. The Baht 3,500-a-tonne 
support price in the 1980-81 crop year 
was effective primarily because of the 
strong world prices. But similar 
schemes in the succeeding two crop 
years proved disastrous failures because 
of declining international prices. 

Limited government budgets, which 
permitted the purchase of only a small 
portion of total supply, failed to gener- 
ate the extra demand to push up prices. 
As a result of —— high and selling 
cheap, the state-run Public Warehouse 


Organisation, then assigned to buy mill- 
ed rice, incurred a Baht 5 billion loss 





Loading rice: price-support scheme. 


over the two-year period. There were 
also allegations of extensive irregulari- 
ties such as government officials collud- 
ing with traders to falsify rice grades and 
stocks. 

A more liberal trading policy was 
subsequently introduced, whereby rice 
exporters are required to keep a 2,000 
tonnes stockpile during the January- 
March peak season (reducing to 1,000 
tonnes thereafter) and to pay a Baht 
200-a-tonne premium (a form of export 
tax) for 5% rice. Private export deals 
are conducted freely, while the Com- 
merce Ministry allocates government- 
to-government orders (normally ac- 
counting for 30-40% of total exports) to 
exporters relative to their stockpile 
levels. 

Since price support is one of SAP's 
main policy platforms, the party's 
strong push for the rice scheme came as 
no surprise. As elected MPs discovered 
from visits to provincial constituencies, 
the party's popularity was seriously 
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a tonne. Unless the trend is correct- 
ed, it will undoubtedly have a profound 
impact on the party's position in the 
general election scheduled for April 
1987. 

However, Kosol's idea of emploving 
the Anti-Monopoly Act's legal teeth — 
partial Whreatening jail penalties 
is unprecedented. The law is normal- 
ly used to prevent traders from sell- 
ing basic necessity items at excessive 
prices, 
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high-level working group (headed 

by Deputy Prime Minister Pichai 
Rattakul, the Democrat leader) accept- 
ed the proposals on 17 October. The op- 
ponents could offer no better solution, 
apart from calling for the elimination of 
the exporters' stockpile and premium to 
permit more competitive exports. 

Economic considerations aside, the 
coalition as a whole — not just SAP — is 
understood to also realise the need for 
some action for political ends. "The 

overnment has to demonstrate to the 
armers that something is being done to 
rectify their plight," commented one 
analyst. The scheme was subsequently 
endorsed on 21 October, but only after 
Kosol and senior aides assured a meet- 
ing chaired by Prem that various 
loopholes could be plugged to achieve 
the desired results. 

Predictably, the proposals are sup- 
ported by rice millers. As many are said 
to have suffered heavy losses due to fall- 
ing prices, credit at 9% interest would 
provide a much-needed shot in the arm. 
The Thai Farmers Bank, the second 
largest financial institution but the 
largest lender to the rice mills, has also 
backed the scheme. 

But reaction from rice exporters is 
lukewarm. Like Virabongs and other 
academics, they have fought unsuccess- 
fully to remove the stockpile and pre- 
mium — requirements seen as a burden 
on exports. But Kosol and his SAP col- 
league Agriculture Minister Narong 
Wongwan have argued that any re- 
moval would lead to further price-cut- 
ting by exporters. 

Given the big differentials between 
Thai and US rice prices, which provide 
scope for the Thai price to move up, 
Kosol believes the new scheme will telp 
raise export prices by US$20-30 a tonne. 
But if Thai exporters cannot sufficiently 
compete overseas because of the higher 
milled-rice costs, the impact on Thai- 
land's aggregate rice exports — and 
their foreign-exchange earnings — 
would be alarming. 

The crucial question is the extent 
of benefit to Thai farmers. As Jermsak 
Pinthong, a well-known rice specialist 
from Thammasat University and one of 
the staunchest opponents to Kosol's 
plans, put it: “Only big rice mills and the 
SAP would stand to gain, at the farmers' 
expense." — Paisal Sricharatchanya 
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Wherever in the world you're doing business 
no-one is better placed to help you than Standard 


Chartered. 


With more than 2000 branches in over 60 countries. 


we have people who live, sleep and breathe inter- 
national business, wherever you do it. 

Standard Chartered has been intimately involved 
with international trade for more than 125 years; in 
many of the countries in which we operate we are 
the oldest established British bank. Where other 


banks have a single representative office we're more 
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likely to have an extensive network of branches 

To help the international businessman furthe: 
we ve produced a range of business guides for specifi 
countries. Topics covered include background info: 
mation on political, industrial and trading conditio: 
as well as a wealth of ‘local intelligence gathered b 
our people on the spot 

Guides are available on a wide range of countrk 
and may be obtained free of charge from Standard 
Chartered offices 

You can learn a lot from a local guide 


s Chartered 
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Direct — worldwide - 


Standard Chartered Bank Head Office: 10 Clements Lane, London EC4N 7AB 


Who knows wht 
the future hh 





Rapier's success in the South Atlantic did more than confirm 
itas asupremely effective low-level air defence system. 
It vindicated the decision of 11 countries throughout the 
world to purchase Rapier for their own forces — a decision that's 
since been shared by a further 2 countries. 
Not surprising, since the Rapier is one of the guided 
weapons systems which, together with spacecraft, civil aircraft, 
and military aircraft, form part of the widest range of aerospace 
products in the world. 
We have the skills and experience to meet the demands of 
tomorrow. 
To the man in the field, to his commander, even to his 
government, that experience means just one thing. -_ rae 
The reassurance of weapons systems that work. ym y 
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British Aerospace plc, 100 Pall Mall, London. 
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We can’t tell you here 
exactly who amongst 
the world’s most 
progressive drivers 

of top-dass cars drive the 
large BMW. 


But we can tell you why. 


Microelectronics are having a rapidly increasing influence 
on more and more areas of our working and daily lives. 
Both management and co-workers in practically every kind 
of organisation are changing their way of thinking and 

are learning to capitalise on the extraordinary opportunities 
that electronic progress offers in the further development of 
virtually every aspect of their business. 

People who deal every day with the very latest technologies 
and who appreciate their potential and their importance 
for the future, are the same people who invariably insist op 
the same kind of performance qualities from their car, 

so that they can take advantage of the almost unlimited hori 
zons that ultramodern technologies are already opening up 
today. They are also the people who choose BMW. 


Today, automotive progress means electronics. 
And automotive electronics mean BMW. 


BMW was the world’s first top-class car manufacturer to 
introduce electronic engine management (Digital Motor 
Electronics) for more performance with reduced consump- 
tion and increased reliability. 

And that was back at the end of the ‘70s. 

BMW was also the first to develop and implement electronic 
driver information systems. 

With the result that a BMW can literally take care of itself and 
can, for instance, free drivers from the usual constraints of 
predetermined service intervals. 

Similarly, thanks to its ABS electronic anti-lock braking 
system, which prevents the wheels from locking during 
braking without any loss in steering ability, a BMW ensures 
that the driver is always in complete control of his car even 
inthe most critical situation. 

It’s also thanks to electronics that a BMW always maintains 
a constant rear axle height whatever the load and can 
therefore guarantee superb handling under all circum- 
stances. And in the area of passive driving safety, BMW’s 
optimal back-up Airbag system would be inconceivabie 
without electronic sensor technology. 


Only a BMW can offer you such a wealth of top-grade auto. 
motive electronics. Why should you settle for less? 


If you’re thinking of buying a luxury car, choosea large BMW. 
It won't just provide you with a comfortable, safe and 
dynamic means of travel. 

It is, above all, the progressive, contemporary alternative 
amongst the highest and most exclusive class of cars. 
And, therefore, a unique expression of a different attitude: 
that of looking ahead. 

Perhaps that’s why one sees so many forward-looking and 
committed drivers behind the wheel of a BMW. 

It’s certainly not only because they want to enjoy the exclu- 
sive pleasure of driving BMW dynamism. It's also because 
they don’t want to travel in the wake of progress. 

We recommend a test drive. 


Model and equipment availability in the BMW international range may 
vary from country to country. 


Japan: BMW Japan Corp., Tokyo, Tel.: (03) 499-6811 

Brunei: Performance Company Ltd., Bandar Seri Begawan, Tel.: 20383 
Hong Kong: BMW Concessionaires (H.K.) Ltd., Tel.: 3-7145271 
Indonesia: P.T. Tjahja Sakti Motor Corp., Jakarta, Tel.: 490932 

Korea: Kolon International Corp., Seoul, Tel.: 7764260 


Malaysia: BMW Concessionaires (M) Sdn. Bhd., Kuala Lumpur, 
Tel.: 03/418555 


Philippines: Hahn Manila, Manila, Tel. 7412808 

Singapore: Performance Motors Ltd., Tel.: 4698800 

Taiwan: Pan German Motors Ltd., Taipei, Tel.: (02) 7153101 

Thailand: Continental Auto Centre Co., Ltd., Bangkok, Tel.: 214-2521 
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American Express Bank Ltd. 
An American Express company 





American Argentina Cayman Germany Italy Mexico Singapore Turkey Uruguay International 
xpress Bank Austria Islands Greece Ivory Coast Netherlands Spain United Arab Venezuela Headquarters: 
ofa: Bahrain Chile Hong Kong Japan Pakistan Sri Lanka Emirates American Express Pla 
Bangladesh Denmark India Korea Panama Switzerland United New York 10004 


Brazil Egypt Indonesia Lebanon Philippines Taiwan Kingdom 
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American Express 
Bank International : 
Los Angeles 
Miami 


New York — : 





Now American Express Bank offers you the security, 
convenience and confidentiality of a private account in 
Switzerland - with some important extras. 


Te start with, you have your 
choice of a full spectrum of glob- 
al banking services: accounts in 
Swiss francs or other major curren- 
cies, investment advisory and asset 
management services, foreign 
exchange, precious metals. And all 
are provided with American Express 
Bank's traditional commitment to 
excellence. 

Secondly, your personal 
Account Officer at our Zurich or 
Geneva branches is fully committed 
to handling your affairs swiftly, accu- 
rately and with utmost discretion. 
He coordinates American Express 
Bank's worldwide facilities 
(82 offices in 39 countries) on your 
behalf, supported by one of today's 
most advanced telecommunications 
and computer networks. 

Our private banking clients 
enjoy still another exceptional 
advantage : access to the worldwide 






Location of American Express Bank 
offices in Zurich, 
at Babubafstrasse 20. 


Trade Development Argentina Monaco 
Bank offices: = Bahamas Switzerland | 
Brazil 
France 


Luxembourg 


Exceptional service in private banking 


United Kingdom Head 0 


investment opportunities available 
through the American Express fam- 
ily of companies ~ offering you 
many additional ways to protect and 
increase your assets. 

Finally, we not only meet your. 
private banking needs; we also pro- 
vide the broad range of personal and 
travel arrangements so valuable to 
the international client. These im 
clude American Express Bank Gold 
Card^ privileges and our exclusive 
round-the-clock Premier Services?" 
for the personal and business travel 
needs of certain clients. 

As you see, our concept of pri- 
vate banking is truly exceptional in 


many ways. We'd be pleasedtogive ^ | 


you full details. on how American 
Express Bank can help vou reach 
your objectives. 

Visit or telephone us today: 
in Hong Kong, 58440688; 
in Singapore, 225-6330, 
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Sime Darby 









E The right A 
partner makes 
all the difference 








The key to success lies in /5 years, management and ship and management, property 
choosing the right partner, whether financial resources available and development, manufacturing, 
foran individualor for a corporation an international network of business trading, insurance and heavy 

otrategically positioned in one connections make Sime Darby a equipment 
of today's most exciting growth useful partner in any venture Sime Darby is committed to 
areas, the Sime Darby Group is Operating through more than the future of ASEAN. And has the 
one of ASEAN'’S largest multi- 200 companies, Sime Darby's experience, expertise and motiva- 
nationals. Experience built up over activities include plantation owner- tion to make partnerships work. 


The Sime Darby Group 
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SALATE JAPAN è UNITEL Me UNI ED TATE 
HEAD OFFICE: 1ST FLOOR WISMA $ IME IY JALAN RA 
LUMPUR 02 MALAYSIA. TEL (03.314127 TEL ES SOMA 
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Thoughtful, attentive, a littl 

but warmly ourselves. It's somethi 
you will fast appreciate aboard ti 
wide-be id ied jets of Korean 

as you travel to 29 of the world's 


mayor destinations 


Jirhy Korean 
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Hard road to Kabutocho 


The TSE reluctantly opens up to foreign membership 


By Richard Hanson in Tokyo 


3 Tokyo Stock Exchange (TSE), 
under pressure from Japan’s Minis- 
try of Finance (MoF), probably will 
have to give “priority” to the foreign 
brokers who have applied for 10 new 
membership seats offered for applica- 
tion in October. Otherwise, the TSE 
might fall short of a politically accept- 
able number of foreign members in the 
exchange’s somewhat reluctant leap 
into an International era. 

That was the way things looked in 
Tokyo as the 31 October deadline for 
applications drew near. Applicants 
made the trip to the Kabutocho, 
Tokyo’s equivalent of Wall Street, to 
hand over a sheaf of relatively simple 
documents to officials in what one vis- 
itor described as a “nasty little room, 
with grey cabinets, cardboard boxes and 
cigarette butts in a stainless steel 
ashtray.” The venue made no differ- 
ence. What will be crucial is how far the 
TSE will go in applying an official policy 
of “equal treatment” to all the applica- 
tions. Around 20 companies showed in- 
terest in applying — half of them 
foreign, the other half from Osaka and 
Nagoya. 

All but two of the dozen foreign 
brokers with branches in Tokyo ap- 
peared to be serious about applying. 
The best guess is that three or four 
foreign securities companies will be ad- 
mitted: the head of the New York Stock 
Exchange (NYSE), during a recent trip, 
“optimistically” predicted that four to 
six of the seats will go to foreign firms. 

The TSE has worked out its set of ad- 
mission standards through simulation 
exercises, and, therefore, should have a 
fairly good idea of who qualifies. A 
number of the foreigners were found 
lacking, especially in the area of a per- 
formance record in the market. Some 
brokers have been given branch licences 
only in the past year or so, though their 
involvement in the Tokyo market 
through representative offices from out- 
side the country dates back much 
longer. The suspense over who is to be 
admitted will last only until the end of 
November, when a decision is expected. 
The new members will then aim for a 1 
April 1986 start-up. 

The road leading to the application 
stage has not been easy. Unlike the 
NYSE, membership on the TSE is cor- 

rate rather than individual. The 

SE's 83 current members tend to be 
conservative — and are reluctant to add 
new members. It was not until April 
1982 that TSE changed its constitution 
to allow foreigners to apply for mem- 
bership, but only as vacancies occurred. 


Since then, the membership issue 
has become a focal point in financial- 
market negotiations between Japan's 
MoF and the US Treasury. The MoF has 
promised to ask the TSE (which ope- 
rates autonomously) to study ways of 
penon more opportunities for mem- 

ership for foreign and domestic com- 
panies. Pressure on the TSE to open up 
its membership grew stronger after 
Merrill Lynch was outbid in December 
last year, in a contest to fill a rare TSE 
opening. The winning bid (¥1.6 billion 
or US$7.5 million) was shockingly high. 
Either by circumstance or design, the 
odds were stacked against Merrill. 

Those events forced the TSE to act. 
A compromise was reached in which the 
TSE would control the price of 10 new 
seats to be created. The 
seats will cost roughly 
*Y 1.1-1.2 billion each. The 
new members will join a 
newly created organisa- 
tion with equal voting 
rights. The old members 
will retain their shares in 
the exchange's assets. 


hy would a foreign 

broker want to be a 
member of the TSE? The 
simple answer is profit. 
"Revenues will go up 
5095," said one foreign 
broker. That is because 
non-member brokers must 
give the member who handles their 
orders 27% of the commission. 

Membership also gives access to the 
TSE's new computer trading system. 
All but about 250 first-section shares are 
traded by computer. While the system 
was being introduced earlier this vear, 
the exchange turned down a request for 
non-member access to the computer. 

The disadvantages to joining are less 
talked about, but could be serious. The 
cost of joining is considered a relatively 
minor problem for the companies them- 
selves. The question is whether the vol- 
ume of equity trading will produce 
enough revenue to cover costs. Some 
reckon that only the three most active of 
the foreign brokers — Jardine Fleming. 
Vickers da Costa and W. I. Carr — do 
enough yen-equity trades to offset the 
costs. Others expect their business to 
expand as a result of membership. 

The cost of starting up will be stiff. 
Management and systems must be reor- 
eee and qualified trading-room staff 

ired. Finding a good floor manager 
could be the most important move. The 
TSE is paying particular attention to 
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how the brokers plan to meet staffing | 


requirements. 

Since the TSE will remain an exclu- 
sive, if slightly larger, club, a number of 
foreign brokers who are not qualified to 
apply (an existing Tokyo branch licence 
is required) are worried that the value of 
having a branch will decline, at least in 


the eyes of clients. A TSE member will ~ 


be more highly regarded than a mere 
branch operator, and the member will 
be able to offer customers better service 
because of the computer link. 
Paradoxically, those who do become 


members may also find themselves in a — 


somewhat awkward position in handl- 
ing relations with 
perhaps more importantly, other Japan- 


ese TSE members. Often, a foreign 


broker would receive an order from a 
customer with instructions to make the 
transaction through a specified Japan- 
ese broker on the TSE. That way, the 


customer gets goodwill from both par- - 


ties at the same time. 


What sort of welcome will Japanese - 


members extend to the foreigners? 
"Equal treatment," commented one 
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foreigner. “By that I mean nothing at 
all. I expect to get cut off from Japanese 
members," meaning that Japanese 
brokers will not provide access to re- 
search and other side benefits to some- 
one who has changed from a customer 


to competitor. This isolation will be 


made less painful by the relatively 
freewheeling manner in which indi- 
vidual brokers exchange rumours, in- 
formation and favours. There will also 
be side routes through which relations 
can be maintained, either from outside 
Japan or through dealings in stockmar- 
kets outside Tokyo. 

Surprisingly, the Japanese securities 
industry itself appears to be taking a 
calm view of the prospect of foreigners 
in their midst. Aside from the TSE 
membership applications, the number 
of foreign securities branches and repre- 
sentatives has been growing by leaps 
and bounds. Despite the growing 
foreign presence, Japanese brokers 
claim they have yet to feel any competi- 
tive threat. “After all, they don't speak 
Japanese," quipped a manager at 
Daiwa Securities. "m 
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Korea Stock Exchange: overseas issue of CBs. 
POLICIES 
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vited offers from foreign 


per Electronics Co. is hoping to 
issue US$20 million worth of con- 
vertible bonds (CBs) on the Eurodollar 
market by the end of this vear, accord- 


— ing to the Samsung group's chief inter- 
national finan 


cial officer, Lee Soon 
Hak. Although Samsung has already in- 
financial 
houses, Lee concedes that the an- 


. nouncement of the company's plans has 


come without government approval or 
guidelines — though market watchers 
expect a positive word from the Minis- 
try of Finance (MoF) before long. The 
government is agonising over the deci- 


sion because the conversion option 


would offer foreign investors their first- 


. ever opportunity of direct investment in 


a South Korean equity. 

According to the terms suggested in 
the invitation, the company expects an 
interest rate of 5-6% on the bonds, 
which would have a 10-15-year matur- 
ity. Samsung is hoping to impose a non- 
conversion period of 1-2 years on the 
bonds. The conversion premium (the 
share value which would be used as a 


| basis for redeeming the bonds with 
| Samsung shares) would be 25% above 


— the shares' value when the bonds are is- 


sued. A financial source in London said 


that reception of the terms changed 


from cool to very positive within days of 
the invitation for offers, and said there 
was "intense competition" for places in 
the underwriting team, which is expect- 
ed to number 12-15 houses. 

For several months the Korea Stock 
Exchange has been buzzing with 
rumours regarding a possible overseas 
issue of CBs by a local firm — giving 
foreign investors their first chance to 
own shares directly in a South Korean 
company. The rumours had solid 
grounding: according to the govern- 
ment's securities-market plans, such an 
issue is supposed to take place in 1985. 


| A South Korean firm's financing plans become an issue 


Anticipation of an announcement 
grew towards the end of September, be- 
cause the go-ahead from the MoF was 
expected to be timed to coincide with 
the IMF/World Bank annual meetings 
held in Seoul in the second week of Oc- 
tober, when many representatives of 
foreign brokerages and merchant banks 
were in town. Speculation regarding the 
issue reached a pitch in late October, 
driving the e of Samsung shares up 
from Won 857 (96 US cents) in mid-Sep- 
tember to Won 1,040 on 26 October. 

The MoF has kept silent on the issue, 
probably partly due to the current wave 
of protectionist fever which has gripped 
the country in reaction to calls from the 
US for market-opening initiatives 
(REVIEW, 24 Oct.). Samsung broke the 
silence with its offering invitation, while 
MoF officials insist they are still ponder- 


ing on their guidelines: without 
guidelines or permission, Samsung's 
plans would be impossible. 


hile Samsung and the MoF are 

now out of step, this is unlikely to 
last; most observers here expect some- 
thing from the MoF on CBs before long. 
The impatience with which the domestic 
and foreign financial communities have 
awaited the MoF's word on CBs is well- 
illustrated by the confusion over timing. 
Samsung is believed to have first ap- 
proached eight foreign financial houses 
(the big four Japanese brokerages, and 
two each in London and New York) in 
mid-1984 and settled most details. 

The invitations were sent to the same 
eight with only two days to formulate of- 
fers in late October. Merrill Lynch is a 
strong favourite as lead underwriter. 
South Korea's Dongsuh Securities is 
widely expected to join the underwrit- 
ers as co-lead manager. Dongsuh is 
wholly owned by Korea First Bank, one 
of Samsung's main creditors. ü 





Some stick for - 
the carrot 


New ADB fund caught up 
in privatisation squabble 


By Jose Galang in Manila 

crimonious debate within the Asian 

Development Bank (ADB) man- 
agement is delaying formal action on a 
proposed lending programme for pri- 
vate-sector projects which would do 
away with the need for the usual govern- 
ment guarantees. The planned facility, 
though representing what ADB senior 
officers describe as “a modest amount,” 
is intended mainly to act as a catalyst to 
further capital inflows into the ADB's 
developing-member countries (DMCs). 

It has been almost a year since it was 
first proposed, and the loan facility was 
originally expected to be endorsed by 
the ADB board of directors in June 
(REVIEW, 14 Feb.). Although the pro- 
gramme is in line with the bank's cur- 
rent stress on expanded support for pri- 
vate enterprises, there is some pressure 
on the ADB to use the fund as a lever- 
age to require the DMC' in the Asia- 
Pacific region to adopt "privatisation" 
as national policy. 

The board is now scheduled to take 
formal action on the proposed fund on 7 
November. But sources say that a major 
point remains unresolved: a proposal 
which would exclude countries where 
state corporations dominate the econ- 
omy. The proposal further calls for gov- 
ernments in such countries to make firm 
commitments to privatise these corpo- 
rations in order to be considered for the 
new loan programme. 

The ADB is one of several interna- 
tional institutions that recently have 
taken the lead in pane for privatisa- 
tion. However, while such members as 
the US — which holds a top-ranking 
16.796% vote (the same as Japan) on 
the bank’s board — are known to want 
drastic moves such as imposing strict 
conditions, others such as Japan prefer 
a more tempered attitude. 

On the ADB board, bank president 
Masao Fujioka is quoted by some senior 
officers as calling for a “cautious, prag- 
matic approach” to privatisation. The 
same senior officers agree that the bank 
“should not turn its back to private en- 
trepreneurs in countries where govern- 
ment entities prevail.” They maintain 
that “privatisation is not the end-all, but 
a means of helping DMCs achieve 
higher economic growth through 
healthy competition." The more drastic 
tack, on the other hand, is hinged on à 
perceived need to improve yields on 
funds extended to state agencies. 

The new facility would supplement 
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We like to talk business. 


"We know for a fact that many of 
our customers found the right 

bank because they were looking for 
answers to the hard questions." 
Kurt H. Martin, 

Senior Vice President 






If you're thinking of moving into 

a new area of business, 

or doing business in a new area, 
it's helpful to have someone 

who can tell you about the con- 
ditions and difficulties you 

are likely to encounter. In an in- 
creasingly competitive world 
environment, this is one of the 
services corporate financial 
officers really learn to appreciate 
when they deal with a top inter- 
national bank. With our worldwide 
organization and decades of 
experience, we realize how impor- 
tant it is to know what you're 
getting into and to make the right 
preparations, well in advance 

of a major business operation. 
And we have the information re- 
sources to help. 

As Kurt Martin points out, "Some 
of our best corporate clients were 
good business acquaintances long 
before they became banking 
customers" 


Swiss Bank Corporation | 
Schweizerischer Bankverein — 
Société de Banque Suisse 





The key Swiss bank 


General Management in CH-4002 Basle, Aeschenplatz 6, and in CH-8022 Zurich, Paradeplatz 6. Over 200 offices throughout Switzerland. Worldwide 
network (branches, subsidiaries and representatives): Europe: Edinburgh, London, Luxembourg, Madrid, Manchester, Monte Carlo, Paris. North 
America: Atlanta, Calgary, Chicago, Houston, Los Angeles, Montreal, New York, San Francisco, Toronto, Vancouver. Latin America: Bogota, Buenos Aires, 
Caracas, Lima, Mexico, Panama, Rio de Janeiro, Sào Paulo. Caribbean: Grand Cayman, Nassau. Middle East: Bahrain, Cairo, Tehran. Africa: 
Johannesburg. Asia: Hong Kong, Osaka, Singapore, Tokyo. Australia: Melbourne, Sydney. Lintas Zürich SBV 485/1 
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"ending to ' até. By Robert Deifs in Hongkong - E 
| rations (with government ——— f hina's foreign trade ran a Ussa. 4 
which comprises some 11-12% of billion deficit for the first nine 
bank's total lending. Interest on | months of 1985, as imports — which 
ns from the propos d ond will | totalled US$22.5 billion — were two- 
st likely be 1.5 ts | thirds higher than in the same period of 
r prevailing rates for do: | 1984, while exports inched. up only 
bank's Orgitaty- ea | 2.3% to US$18.1 billion, according to 
. | figures released on 24 October by the 
| Ministry of Foreign Economic Rela- 
tions and Trade (Mofert). 

Comparing these statistics with 
Mofe rt data for the first half implies that 
imports continued to grow in the third 
| quarter, but slightly faster growth in ex- 
to | ports reduced the average monthly de- 

- | ficit from US$530 million in the first half 
| to.US$400 million for July-September. 
| I full-year figures follow the third-quar- 
te | ter pattern, the full-year trade deficit 
s alled | would be about US$5-5.5 billion, taking 
finance institutions (DIS), j it well above the previous widest trade 

been used a as credit — | Bap of US$717 million in 1979, 
| China had substantial surpluses for 
1 four successive years.from 1981-84, 
unding.: 8 1 ig, | totalling more than US$17 billion. The 
allel with the new facility. Loans | deficit problem first appeared in the last 
the new scheme will not be lower | quarter of 1984, when imports surged to 
hose cur rently, being extended by | US$8.4 billion, 50% above the average 
h ary by industry and coun- 
hei minimums a range from USSSd 3 
n. : 
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te- bank, by lending only to "good 
id viable" projects under the plan- 
theme, expects that the facility will 
sturb the capital markets where it 
ains a Triple-A credit rating. 

ever; if the ADB did see its credit 
slip, it has made contingency 
to spin off the fund into a separate 
much like the World Bank's 
investing and loan-granting In- 
ational Finance Corp.) This need to- 
ain its credit rating will also be 
in mind when the bank considers 
pplications from firms where it 
is equity investments, the bank 
s said. . 

sanwhile, investments under the 
s equity-financing programme are 
t Pto. exceed: DSST ‘million by| 






















By Paisai Sricharatchanya in Bangkok 

he US embargo on Thai apparel im- 

ports that went into force on 8 Oc- 
tober, following on local resentment 
over the controversial Jenkins Bill, has 
further focused That public opinion 
against what is viewed as unfair US 
trade practices. Unlike the Jenkins Bill 
to cut back sharply on all developing- 
country textiles shipments to the US, 
the embargo is a bilateral Thai-US 

roblem, the automatic result. of 
angkok heavily overshipping its 1984 
and 1985 quotas. 

It is no surprise that the embargo, 
which will be in force until vear-end un- 
less new terms are agreed upon for the 
bilateral textiles agreement, is viewed 
with grave concern here. Textiles — 
ducts shipments, dominated by apparel, 
surged to become the country's second- | 
| largest merchandise export (after rice) 
in 1984, netting Baht 19 billion 
(US$711.6 million). The US accounted 
for 35.876 of total Thai exports in 1984. 

The embargo is already causing dam- 
age estimated at Baht 3 billion, covering 
cancelled orders plus shipments which 

have arrived i in US ports or are en route 


































t end- 1 984, new inv estments were 
ved so far this year: in: PT Be- 
do, an Indonesian galvanised steel- 
uctüre producer — (US$400,000); 

pindo. of Indonesia. ,(USSI — 
ne-of-equity,.v ds. 
ivestment. in small- a edi as 
and Fiji Develop- 
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“is expected. to be — to- | 
» year-end to Thailand's Siam 
ie ial Bank. "m 














| China' s trade statistics ane mixed signals 
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Flaw in the fabric 


Snags develop in a Thai-US textiles trade agreement 


; 





for the previous four quarters. 





This 
jump was attributed to rapid increases 
in purchases of equipment and machin- 
ery, motor vehicles, steel and electric 
appliances. i 

New foreign-exchange controls to 
limit imports of vehicles, plant equip- 
ment and consumer goods were an- 
nounced in May, but there has been a 
time lag between the imposition of con- 


| trols and visible effects on foreign trade 


(REVIEW, 27 June). Customs-bureau 
figures, which record actual movement 
of goods, reported that in July, im- 
ports were still in excess of the value 
of exports by US$1.23 billion. While 
imports of motor vehicles, electrical 
appliances and microcomputers are be- 
lieved to have been drastically reduced 
in recent months,. purchases of plant 
equipment, steel, timber and non-fer- 
rous metals apparently remain well 
above the 1984 levels. 

The foreign-exhange controls came 
after China's total foreign reserves 
(excluding gold) dropped to US$11.98 
billion in March, a decline of 30% from 
the high of more than US$17 billion in 
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and could be denied entry. The near- 
term prospects are not bright. "The ap- 
parel industry essentially survives with 
revolving funds. Since banks have now 
stopped financing. all plants — big and 
small — are being affected," asserted 
Eam Uahwatanasakul, president of the 
Thai Garment Manufacturers Associa- 
tion, Extensive factory shutdowns and 
massive layoffs, particularly among the 
estimated 100,000-strong workforce di- 
rectly and indirectly engaged in supply- 
ing the US market, appear inevitable. 
Because of confusion over the bilat- 
eral agreement itself and in the way it 
was administered (the overshipment 
went unnoticed by both sides until well 
into this year), industry leaders like 
Eam are calling for negotiations to find 
a solution which would inflict less injury 
to the Thai industry. Bangkok-based 
US trade officials appeared sympathetic 
to the Thais — but they stressed that be- 
cause of strong protectionist sentiments 
in Washington, any change to the bilat- 
eral agreement acceptable to the USi is 
bound to be painful to Thailand. 
Until RON. no N made 






late 1984. Some businessmen have esti- 
mated that total reserves may have fall- 
en as low as US$8 billion since March, 
though figures released in October by 
the IMF showed total reserves holding 
steady through June at US$11.59 bil- 
lion. That lowest estimate of US$8 bil- 
lion is equivalent to four months’ total 
imports at the average rate for the first 
nine months of this year. 

The actual effect on reserves will be 
considerably less as China normally en- 
joys a comfortable invisibles surplus. 
Net services receipts (including ship- 
ping, insurance, port charges, tourism 
and foreign-investment earnings) total- 
led US$1.57 billion in 1984, according 
to figures on China’s international bal- 
ance of payments officially released for 
the first time in September. 


hina’s current-account position was 

further supported by US$442 mil- 
lion in unrequited transfers, most of 
which consisted of remittances by Over- 
seas Chinese. Earnings from tourism 
have risen this year, according to the di- 
rector of China’s State Administration 
of Exchange Control Tang Gengyao, 
partially offsetting the large portion of 
the deficit incurred in the first half of the 
year. Tang said China's year-end re- 
serves would not show dramatic fluctua- 
tions, the Xinhua newsagency reported 
on 27 October. 

China has announced it will expand 
its commercial borrowing over the next 
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to find out why Thailand overshipped its 
1984 quota by 30% without this — 
noticed by either country (REVIEW, < 
Sept.). The question only came to light 
in July after a private US trade-monitor- 
ing service alerted its clients in the US 
and Bangkok to a potential embargo. 


: 3 a M 
: unfair trade practices claimed. 


hai and US trade officials held two 

rounds of negotiations in Washing- 
ton in late September and early Oc- 
tober. The Thais eventually opted for 
the embargo after finding the alterna- 
tive unacceptable — substantial quota 
cutbacks proposed by the US in the 
framework of a new three-year agree- 
ment. Under the current agreement 
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five years (REVIEW, 10 Oct.), though 
borrowings remained virtually un- 
changed in the second quarter at 
US$4.9 billion after a US$700 million 
increase in the first three months of the 
year. But China drew down its net depo- 
sits with major commercial banks by 
US$5 billion in the first half to US$12 
billion, down US$7 billion from mid- 
1984, the Bank for International Settle- 
ments reported on 29 October. 

China has also rapidly expanded ex- 
ports of crude oil and petroleum pro- 
ducts, which totalled 14.27 million ton- 
nes in the first half of 1985, 46% more 
than in the same period in 1984, Second- 
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(1983-87), That apparel exports are gov- 
erned by two limits: a specific one which 


covers individual quota items, and an 


aggregate limit allowing additional ship- 
ments of non-quota items. 

The new agreement would have re- 
quired the deduction of the overship- 
ments from the remaining years of the 
pact, over a three-year period, but it did 
not stop there. The new agreement 
would have imposed further quota cut- 
backs and incorporation of quotas on 
new items — namely, silk and linen pro- 
ducts. 

The main Thai complaint against the 
US embargo centres on what now ap- 
pears to be an illogical aggregate limit 
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Foreign trade workshop: deficit. 


half volume will be higher, a spokesman 
for the China National Chemicals Im 
port and Export Corp. said in August. 
Crude oil is China's biggest export 
earner, accounting for 1955 of total exe 
port value in 1984 

Petroleum export earnings are likely 
to have increased by less than their ac 
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‘tual volume, as additional sales on the 


spot market are believed to average well 


below China's official selline price of 


US$27.35 a barrel. The fact that total 
exports for the first nine months were 
only 2.3% over 1984 levels (despite the 
rise in crude sales) would imply à powi 
performance in other exports 


under the existing pact. In cach of the 
first two years of the agreement, when 
13 items were subject tO quotas, the 
aggregate limit was slightly higher than 
the combined specific limit. But 
cause three additional items were later 
brought under quota — without a cor- 
responding adjustment to the aggregate 
limit — the 86.26 million vd? equivalent 
(SYE) specific limit for 1985 was actual- 
ly higher than the unadjusted 83.13 mil- 
lon SYE aggregate limit. The embargo 
was applicable once this latter point was 
reached. 

In a petition to the US Embassy here 
on 24 October — one day before about 
3,000 apparel workers protested outside 
the mission — industry representatives 
requested that the 1985 aggregate limit 
either be scrapped or adjusted to 110 
million SYE (which equals actual 1984 
shipments plus a 6% growth factor) 
While the final decision rests with the 
US Commerce Department, a US offi- 
cial privately said these were impossible 
demands. 

Unless the Thais come up with à 
more acceptable proposal, the stale- 
mate will continue. The worst blow will 
come when the stalled shipments — the 
exact amount of which are not known — 
are released into US markets in 
—— periods starting from early 
1986 — months after the seasons they 


ne- 


were intended to be marketed o 
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1^ oun in Hongkong is no less an 
( TE emotional issue than it is in countries 
| where the tax rates are three times as 
E | 


mA 


high. Why is that? Probably because 
j _ there is something special about the sys- 
— | tem, with its low rates, generous exclu- 
i i sion of certain types of income (espe- 
| cially income which is exempt because 
| ofthe traditional-source treatment) and 
the general lack of excessively aggres- 
sive administration that is all too famil- 
iar in those other countries. 
| The traditional-source 
-| should not be dismissed too lightly. The 
il principle has been jealously guarded 
"i overt e years since its inception in 1947 
| and involves the exclusion from tax- 
ation of all income which can be said 
- from a legal point of view to arise out- 
| - side Hongkong. This is to be contrasted 
with most other countries which tax 
their residents on all their income 
| wherever it arises. The Hongkong sys- 
if _ tem was designed to be low-profile and 
anything that raises that profile be- 
| comes a hot issue. 
—— tis now a hot issue but it has been 
_ smouldering for some time. In 1978, the 
i government found itself up to its ankles 
| in the quicksand of controversy when it 
‘swept away, at a stroke, the freedom 
dep tax previously enjoyed by banks 
| en their offshore interest income. Not 
deterred, in fact greatly encouraged, it 
=| strode forward to go up to its knees in 
: is controversy surrounding the extension 
n of these principles to all types of busi- 
ness in Hongkong during 1984. And 
now, even before the cries have died 
down, we have a giant leap into the most 
. controversial and aggressive anti-avoid- 
ance proposals ever seen in Hongkong 
| and there is but a mere head showing 
| . above the quicksands. 

The government should perhaps 
| take just a few steps backwards and ask 
itself a fundamental question. What sort 
- ofa tax system do we need in Hongkong 
| to carry us through the next bumpy 10 
Boo and more? Only when that ques- 
—]| tion has been faithfully answered should 
-= we then proceed into changes that fall 
_ within the boundaries of our decision. 

Furthermore, in reaching our decision, 
all sectors of the business community 
should have an opportunity to submit 
their views on such a major issue affect- 
ing so many. 

The concepts, at least, are funda- 
mentally simple. There are two types of 
systems for consideration: 

— The one that we have, being simple 
and easy to administer with its relative- 
ly low-profile, non-aggressive impact 
= upon the taxpayer. Such a system is con- 
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The cost of pursuing the . 
elusive middle course 


sistently productive of a given amount 
of revenue but allows much to escape 
the net, either as a matter of policy or 
simply because it cannot possibly be 
watertight against ingenious tax plan- 
ning. 

» A complex all-embracing system de- 
signed to be hi ay productive of re- 
venue allowing little or nothing to es- 
cape either as a matter of policy or by 
way of loophole. Such a system has to be 
infinitely equitable as between one tax- 
payer and another and involves very 
tight drafting and administration. 

It seems very easy to say “let’s go for 
the second Pipes if we need the 
money," but t 
more to it than that and this is where 
great care is required lest an unfortu- 
nate mistake be made. 

We are of course familiar with the 
first system; it is the one which we have 
had, with very little by way of material 
amendment, since 1947. That is, ignor- 
ing for the moment the recent actual 
and proposed adulterations. Can it be 
said that this system has failed us? Has 
not the growth in tax collected been 
consistent with the growth of busi- 
ness in Hongkong? Is it possible that 
other forms of revenue, for example, 
land sales have not come up to scratch at 
the critical time, putting somewhat 
more emphasis upon the tax collec- 
tions? 


hat are the pros of our present sys- 

tem? Nobody would deny that it is 
one of the keystones to attracting in- 
vestment to Hongkong. Certainly the 
low rate is a prominent feature in this 
but that is not all. 

The businessman is not haunted by 
the administration turning over every 
stone to drag the last ounce of blood out 
of him. He does not have to consult his 
professional advisers before every 
major decision. He is actually encour- 
aged to incorporate his overseas busi- 
ness activities in Hongkong in the 
knowledge that the system will look for 
no tax from it, notwithstanding that the 
fruits therefrom may be brought into 
Hongkong for further investment. In all 
this he is backed by one of the best busi- 
ness and financial infrastructures in the 
world (all here for the same reasons), 
relative freedom from government in- 
terference and no exchange control. 


rtner at the 
, Marwick, 


David Flux is tax 


accounting firm of 
Mitchell & Co. in Hongkong. 
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Bremridge: simple and oie 





This is of course cumulative; business 


feeds on business. The financial infra- 


structure feeds on the funds brought to 
and retained in Hongkong as a haven 
from the voracious taxman elsewhere in 
the world. Take away a keystone and 
what happens is also cumulative, but in 
reverse! 

What are the cons of the present sys- 
tem? There are loopholes in it and the 
ingenious, who are abundant in Hong- 
kong, will find ways to use the benefits 
offered by the system to minimise their 
taxes. 

What then are the pros and cons of 
the other alternative, a complex system 
highly productive of revenue? From the 
government's point of view, it would 
collect more money. There are no other 
conceivable benefits from the govern- 
ment's point of view and certainly none 


p 
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at all from the taxpayer's point of view. 
The disadvantages are legion and to 
identify but a few: 

» In an aggressive and highly produc- 
tive system it is essential to preserve 
equity as between one taxpayer and 
another. This involves highly detailed 
and exhaustive legal drafting on a scale 
far in excess of the present ordinance. 
As a simple illustration, recent propo- 
sals to deal with trafficking in loss com- 
panies involve some 130 words and the 
result contains serious anomalies and 
inequities. The identical provisions in 
the British tax law contain more than 
1,800 words. 

» The Inland Revenue Department 
would require substantial numbers of 
highly experienced staff capable of dis- 
cussing, arguing and evaluatin y de law 
for purposes of assessment and fulfilling 
essential statutory obligations for prior 
clearance of complex proposed transac- 
tions. The department is not currently 
staffed to cope with that and case-law 
evaluation is limited to but a few of the 
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most senior staff. To cover the positions 
in the short and medium term would in- 
. volve recruiting in contradiction to the 
. government's localisation policy. 

.» The taxpayer would have to turn to 
his professional advisers on a far greater 
scale than at present, as virtually all 
major business decisions would have a 
material tax impact. 

» The system breeds suspicion and fear 
of the administration and illegal evasion 
would grow exponentially. 

» Perhaps worst of all, the inhibition of 
investment. 

So where does the future lead us? 
Successive financial secretaries have 
held up the simple system as fundamen- 
tal to Hongko ng: As recently as his bud- 
get speech of 29 February 1984, Finan- 
. cial Secretary Sir John Bremridge said: 
. "For many years we have been com- 
‘mitted with considerable success to a fis- 
cal policy in relation to direct taxes 
which dictates that our system should be 
as productive of revenue as possible, 
' but at the same time be simple and inex- 
pensive to administer.” 

And yet, ironically, in that same 
budget, measures were introduced to 
deny the traditional source treatment of 
interest income to all businesses in 
Hongkong and at the same time to limit 
deductibility of interest expense, all 


€ The Hongkong [taxation] 
system was designed to be 
low-profile and anythi 


that raises that profile 
becomes a hot issue. It is 
now ahotissue...? 





‘fuelled by loss of revenue resulting from 

an earlier substantial abolition of the in- 
terest-withholding tax. What were the 
results of this? An immediate flight of 
more than HK$10 billion (US$1.3 bil- 
lion) of funds from the financial infra- 
structure to the Channel Islands and 
Bermuda and, as a result of the some- 
what simplistic legal wording, massive 
areas of dispute. 

Placed on top of the similar provi- 
sions passed in 1978 to deny the source 
treatment to financial institutions, dis- 
putes have built up to a degree where 
profits. tax not collected at 31 March 
1985, because it is in dispute, amounts 
to HK$3 billion representing 33.3% of 
the profits-tax yield for 1984- 85. At 31 
March 1978 the amount in dispute was 
HK$212 million or 12% of the profits- 
tax yield for 1976-77. 

„+ It is appropriate, just for a moment, 
to see how the 1978 and 1984 amend- 
ments came about. The Third Inland 
Revenue Ordinance Review Commit- 
tee recommended in 1977 that financial 
institutions should pay profits tax on all 
their interest income, even where it has 
an offshore source and Sir Philip Had- 
don-Cave took up their recommenda- 
tion in 1978. However, the committee's 
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M4 jm gateway to China 

SNL trade is a hotel in the heart 
biz of Guangzhou. 

The China Hotel. 


Here, business travellers will 
discover a new standard of 
luxury. From sumptuous 
suites to fabulous feasts. Plus 
round the clock room 
service, and first class com- 
munications and conference 
facilities. 


When business calls outside 
the hotel, our Mercedes 
Benz limousines whisk you 
comfortably around town 
and beyond. 


| In short, nothing less than 

| princely treatment 
For the merchant prince of 
today. 
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- other type of business. Nevertheless, 
| Bremridge acted against this recom- 
- mendation in extending the principle in 
T. 1984. 
= Such are the consequences of the 
| 1978 and 1984 amendments but these 
| are far outweighed by the complexities, 
inequities and sheer aggressiveness of 
the 1985 proposals that the question has 
now been asked as to whether or not the 
Hongkong tax system has gone off the 
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rails: ‘The | in eisr e te © call 
thot ughty investigate which of the two 
systems is right for Hongkong. There is 
no middle course. The system is either 
simple and easy to administer or it is a 
complex, highly productive income tax. 
If the 1985 proposals were to become 
law, taking into account the cumulative 
effect of the 1978 and 1984 amend- 
ments, the system would be neither one 
nor the other. The damage this would 
cause would have to be seen in the light 
of the government's own estimate of be- 
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y usterity measures that have been in 
| AA force since the November 1984 de- 
- valuation have contributed to a consi- 
—derable improvement in Thailand's 
_ trade account. Although the trade de- 
- ficit in baht terms remained constant 
| ‘during the first nine months compared 
to the corresponding period of 1984, 
_ there was a 17.7% improvement in dol- 
— dar terms — down from US$2.3 billion 
" to US$1.9 billion. 

— A But the improved position belies a 
- dismal trade performance. The US$5.3 
| billion in exports in the first three quar- 
i Dies was down 3.6% from the year-ago 
3 period, primarily owing to depressed 
| modity prices. Reflecting the pub- 
c's low purchasing power, slacken- 
d sales of manufactured items, and a 
X. Bend investment climate in gen- 
. imports fell an even greater 
7.8% to US$7.2 billion over the same 


i export-earnings decline occur- 
bo tm volume increases. Accord- 
g to a report by the Bank of Thailand 
—the central bank), the shipment 
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volume of the eight traditional major 
commodities (mainly farm products 
plus tin, su ar and textiles) rose an 
aggregate 6.5%. However, dollar prices 
dropped an average 16.876, which 
translated into an 11.4% aggregate 
earnings decline. 

Within this group (accounting for 
slightly more than half of total exports), 
the gains from prawns, tin, sugar and 
textiles products were offset by large 
falls in the value of rice, maize and 
tapioca. 

Earnings from all other ope 
(mostly manufactures such as jewelle 
canned food, footwear and —— 
condensate) were more encouraging — 
up 5.8% after an 8.6% aggregate vol- 
ume increase and an average 2.6% price 
drop. 


eanwhile, oil imports fell 16.2% — 

the largest drop among all import 
items — to US$1.5 billion in the first 
three quarters, or roughly a fifth of total 
imports. This reflected declines both in 
volume and prices, and came as domes- 
tic offshore natural-gas and onshore 
crude-oil production rose. 

All other imports, amounting to 
US$5.7 billion, showed a 1.2% volume 
increase against an average 6.1% price 
decline, which translated into a 5% 
drop in aggregate value. 

The sub-sector covering raw materi- 
als and intermediate goods recorded a 
marginal increase from the correspond- 
ing period last year, while the figures for 
capital goods were inflated by the ac- 
quisition of three aircraft by Thai Air- 
ways International, the country's flag 
carrier. 

In line with the improved trade posi- 
tion, the current-account deficit was cut 
by 23% to US$1.3 billion. 

The period saw a substantial decline 
in private-sector capital inflow, which 
dropped from US$1.3 billion in the first 
nine months of 1984 to US$711 million 
this year. This was in large part attri- 
buted to Bangkok-based corporate bor- 
rowers hurriedly settling their foreign 


TER 


— 


lion revenue from the 1985 proposals, a 
mere 1.3-3.4% of total tax assessed in 
1984-85. 

So, is it worth it? Given the spectacu- 
lar increase in taxes assessed from 
HK$3.8 billion in 1977-78 to HK$14.4 
billion in 1984-85 (very little of which is 
from the 1978 and 1984 amendments), 
the minor sums anticipated by the 1985 


proposals and the consequences 
thereof, the reader is left to make his 
own judgment. o 


Fishermen: gains from prawns offset. 


debt, particularly in September, in the 
wake of the dollar's uncertain pari- 
ty. 

- However, the public-sector capital 
inflow recorded a fairly large increase, 
from US$547 million to US$863 million 
over the same period. This was due 


mainly to a low-cost *70 billion 
(US$326.3 million) — loan 
Bangkok raised in late September 


(REVIEW, 3 Oct.). The increase was 
also attributed. to other government 
borrowings to finance the purchase of 
Thai International's aircraft plus mili- 
tary spending. 

By comparison, the balance-of-trade 
and payments positions (in baht terms) 
were distorted by last November's de- 
valuation. According to the BoT report, 
the trade deficit during the first three 
quarters remained constant at Baht 53.3 
billion (US$1.4 billion), while the cur- 
rent-account deficit declined 5.995 over 
the same period to Baht 37.5 billion. In 
baht terms, these reflected a 14.7% in- 
crease in exports against a 10.3% in- 
crease in imports. 

— Paisal Sricharatchanya 
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All eyes are on China. It’s a land of vast resources 
and tremendous opportunities. With an attitude 
towards trade and contact with the rest of the 
world that has improved radically in recent years 
However, a great deal of experience and 
understanding are necessary to do business 
successfully in China. 


It has taken HongkongBank over a century 
to develop our present knowledge of China and to 
have the largest representation of any foreign 
bank in China. We have offices in Beijing, 
Guangzhou, Shanghai, Shenzhen, Xiamen and 
Wuhan. Furthermore, we have a substantia! 
group of specialists in our Area Office China in 
Hong Kong. 


We arrange immediate introductions to the 
major Chinese corporations. We also advise on 
direct investment, market conditions, trade 
practices and documentation requirements. As 
well as supplying information on commercial 
law, tax regulations and how to avoid pitfalls 


HongkongBank even produces a monthly 
newsletter detailing the spate of trade enquires 
that come from China. Plus a quarterly review, 
to keep customers aware of economic events, 
policies and developments in China. 


Don’t take business development in China 
for granted! Before considering a business 
venture, talk to the experts, talk to those with 
experience and insight. Contact HongkongBank s 
Area Office China at 13th floor, 1 Queen's Road 
Central, Hong Kong. Or any of our 1,000 offices 
in 55 countries. We'll help you grow in China. 


HongkongBank 


The Hongkong and Shanghai Banking Corporation 


Marine Midland Bank * Hongkong Bank of 
Canada * The British Bank of the Middle Fasi 
Hang Seng Bank Limited + Wardley Limited 
HongkongBank Limited 


Fast decisions. Worldwide. 


CONSOLIDATED ASSETS AT 31 DECEMBI 
EXCEED US$61 BILLION 


Y electing the right network for a national tele- 
communications svstem is a difficult task. 


And many suppliers don't make it anv easier. 


Their highly centralized systems are built for condi- 
tions that simply don't exist in most parts of the 
world. In other words, your network must be modi- 
fied to fit the system you buy. 


THE NOKIA TELECOMMUNICATIONS CONCEPT 


IS COMPLETELY DIFFERENT. 
Our digital telecommunications systems are based on 
decentralized exchanges that can operate indepen- 


dently. Modular design enables an entire national 
network to be tailored for actual subscriber needs. 
From very small rural communities to dense urban 
centers. 

What's more, our systems are highly compatible, 
so that you don't have to remove your existing equip- 
ment. 

Nokia networks are built for controlled growth. 
Start with the system you need today, and expand it 
as conditions change. The system grows to fit your 
needs—not vice versa. 





WHO IS NOKIA? 
We're a Fortune 500 company and one of the leading 
industrial groups in Scandinavia. Nokia employs 
30.000 people world-wide and has an annual turn- 
over of USD 1.7 billion. 

Our state-of-the-art expertise ranges from infor- 
mation systems and dedicated networks to publie 
and mobile telephone systems. 

We pioneered digital transmission in the late 
1960's, and in 1982 we installed the first fully digital 


local exchange in Europe. 


Our customers have specific problems that de 
mand specific solutions. Like the systems we ve 
designed over the past two decades in more than 
countries, including Hong Kong, Singapore, Indone 
and the People's Republic of China. 

So if telecommunications is one of your top 


priorities. give us a call. We ve gpl thi answer 
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FREE NEW ZEALAND 
HOLIDAY PLANNER 


ZEE <a 4 








SAVE MONEY AND GO AS 


YOU PLEASE 


Everything you want to know about 
New Zealand is in the HOTPAC 
New Zealand Holiday Planner. 

It lists 53 companies offering 173 
activities and attractions. Which is 
a big help in planning the vacation 
you dream of. It’s called the ‘Go As 
You Please’ book because it lets you 
see and experience New Zealand at 
your own pace, in your own / 
time. Almost everything in / 
the holiday planner has / 


been specially negotiated, / d w 
e y 
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for you and in most cases represents 
a saving on the normal price. 

Also, ask for our FREE 
HOTPAC ‘Good Night’ book where 
you can find about 100 motels, 
hotels and motor inns in 32 of our 
popular cities and towns. 

HOTPAC Holiday Planner 
and ‘Good Night’ book are specially 
for those who fly on 
Air New Zealand. To get 
your copies, call us at 

the addresses below. 





€ air new zeatano 


* 10 Collyer Quay, 413-06 Ocean Building Singapore 0104. Tel: 918266. *Golden Rama 
Express Travel Agency, 57 Jalan Sultan Hasanuddin, Jakarta Selantan, Indonesia. Tel: 730688. 
eWorld Travel Service, 1053 Charoen Krung Road, Bangkok 10500, Thailand. Tel: 2335900-9. 
*Udara Travel & Tours Sdn. Bhd., 1st Floor, Wisma Golden City, 75 Jalan Bukit Bintang, 
Kuala Lumpur 06-24, Malaysia. Tel: 425654, 425746. 


Subscribe now 


and ensure your copy each week. 
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.. · plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
Yearbook. It gives you Asia minus the mystery. 
Minus the myth. A country-by-country survey of 
Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
medium of its kind, 


Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
cou on. 


1 year 


O 

O Please include the Yearbook at extra 
US$21.95/HK$170. For airmail delivery, 
please add: USS6/HK$45 
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Nomatter where youre located, you're 
part of B&W's world. And no matter 
what your steam generation needs 
are B&W can help. — 

One call to Babcock & Wilcox 
International puts you in touch with 
a multi-divisional energy services 
"company that can get to the heart of 
your problem, fast. With 25,000 
employees and service operations 
worldwide, a team of B&W experts 
-is ready to work with you. 

Whether you need high technology 
instrumentation and controls, tubing, 
pressure parts, sootblowers or 
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ceramic fiber insulation, B&W can 
service you. 

From single component upgrading 
to entire boiler island rebuilds, B&W 
can engineer modificationsto deliver 
improved operating efficiency. And 
our maintenance and operator train- 
ing programs will help keep your 
plant running smoothly. 

For morethan a century weve been 
a world leader in industrial and utility 
steam generation. And in this world, 
no other company can supply BeW's 
technological expertise and total 
scope services. 








For more information, contact the 
Manager, International Marketing & 
Sales: Babcock & Wilcox Canada, 
581 Coronation Bivd., Cambridge, 
Ontario, Canada N1R 5V3. 

TIx 069-59341 or Babcock & Wilcox 
International, Inc., 20 S. Van Buren 

Avenue, Barberton, Ohio, USA 44203. — 
Tix 98-6406. Babcock & Wilcox, a 
McDermott International company. 
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ore @ on a lotus leat, most would say it was 
imply the laws of nature at work. 
» The Chinese premise of Yuan Fen claims their 
coming together to be pre-destined. 
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DYNASTY BUSINESS CLASS 


Everything first class should be, 
except expensive. 


In our Dynasty Class you sit in wide first class seats with lots 
of leg room. There are free drinks, and a choice of wines. And 
because we treasure each encounter you'll find there's a warm 
respectful service that has its heritage in 5000 years of Chinese ale 
tradition 

All this for the price of a full economy class fare. After all how 
can we charge you extra for luxury we consider the very least we v5 dz WO 

| CHINA AIRLINES 

should provide. We treasure each encounter. 


msterdam © Bangkok è Dhahran è [ 
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The Hongkong Hotel Ihe Marco Polo Hong Kong The Prince Hotel, Hong Kon 


Within Asias largest shopping Centre, | ice managed by The 
= So Peninsula Group. With a 
three of Asia’ finest hotels. hundred year heritage o 


When you stay at The giant Harbour City, one of dedicated service to busines: 
Hongkong Hotel, The Marco Asia’s largest shopping and and pleasure travellers in th 
Polo or The Prince Hotel, commercial developments, are Orient, we know how to make 
you're in the very centre of all under one roof. No worries your trip live up to all your 
shopping in Hong Kong. about taxis or transportation. expectations. 

These hotels and over 600 No concerns about the weather. «e^ | he Peninsula Grou 
shops and restaurants of the The Hongkong Hotel, The XJ, Fulfilling the promise of the Ori 


Reservations: Contact your travel agent, Cathay Pacific Hotel Reservations Service, SRS (Steigenberger ) 


The Peninsula Group of hotels are located in Hong Kong, Singapore, Manila, Beijing and Guangzhou 





GGK 


Our close relationship to gold can be explained by 
the fact that we are the oldest Swiss bank and know its 


value from long experience. 





A nice connection between the 
daily pleasure of wearing a piece of 
gold and the lasting memory 

of successful bank transactions. 


Bank Leu 


Bank Leu Ltd, the oldest Swiss bank, founded in 1755. 

Head office: Bahnhofstrasse 32, P. O. Box, CH-8022 Zurich, telephone (1) 219 1111, telex 812 174, cable bankleu zurich. 

New York branch: 375 Park Avenue, Suite 310, New York, N.Y. 10 152, telephone (212) 418-0300, telex ( WUI) 666 924. 
Affiliated banks in Geneva, Basel and Nassau/Bahamas. Representative offices in Amman/Jordan and Tokyo (opening 1986). 









Inflated assets and floating lia 


e THE Hongkong stockmarket has 
reached that cyclical point at which 
everybody in the business starts think- 
ing about buying retirement cottages. 
Some stockbrokers are making HK$] 
million (US$128,205) in the research 
department this year, let alone in the 
higher-yielding fiefdoms of sales and 
fund management. One broker reports 
10 job offers in the past six weeks. 

And there is, of course, still more 
money to be made — though not from 
the recovery of asset values underlying 
sound, well-run companies. That phase 
is over. Now that stockmarket paper is 
selling for roughly what it is worth in 
asset terms, further — will 
turn on creating and selling it for more 
than it is worth. Fortunately, Hongkong 
has more than enough virtuosos in this 
particular art form. 

To keep the market moving up, local 
operators will need the cooperation of 
foreign institutions — since the general 
long-term game plan seems to be that 
foreigners should one day own all 
Hongkong shares which are not owned 
by the directors of the quoted com- 
panies themselves, while local invest- 
ors, who hung on through 1982-84, seize 
this last solid-gold chance to make and 
take a profit. The real action over the 
next six months is likely to be in increas- 
ingly improbable prices for increasing- 
ly spivvy stocks, while more reputable 
institutions. will, all being well, duti- 
fully wield their own capital in sym- 
ior support of the bigger and bluer 


chips. 
€ ANYBODY who has despaired of 
ever understanding the shipping sector 
would have enjoyed the interview which 
Frank Chao of Wah Kwong Shipping 
gave recently to a Hongkong news- 
paper. 

Vae cie is at the lowest it has ever 
been," he said, "and we intend to take 
advantage of this and expand the ship- 
ping interests." One way of doing this, 

e suggested, might be by disposing of a 
sister company, Wah Kwong Properties 
(WKP), which he said was “up for sale 
at the right price." His approach was, he 
summarised, “buy low, sell high." 

The proposition that, because the 
shipping market is low, it is bound to 
rise, is one which has done for bigger 
shipowners than Wah Kwong. e 
problem is that even when shipowners' 
money disappears, their ships do not. 
They are distress-sold, or turned over to 
their mortgagees. The longer the ship- 
ping market stays low, the more ship- 
owners go bust, the more ships are 
pushed on to the market regardless of 
price, and the greater the downward 
pressure. 

Wah Kwong may not be the weakest, 


lishe 


or the strongest, = 
shipping company in z 
the world. But with § 
a visible debt-equity = 
ratio of 2:1 based on 
the published assets 
and liabilities of its 
consolidated 1984 
balance-sheet, it may 
equally not be the 
best placed to take a 
racing gamble on a 
turning market. 

If, on the other hand, “expanding 
the shipping interests” could be inter- 
preted to mean increasing the propor- 
tion of Wah Kwong's existing fleet 
which is attributable to the company it- 
self rather than to its bankers — which is 
to say reducing the debt and increasing 
the equity — Chao's sentiments might 
command more popular enthusiasm. 
But what then is “the right price" for 
WKP? 

If Chao can find a buyer at some- 
thing near his own valuation of 
HK$1.78 a share, he would certainly be 
selling high, given that WKP's last pub- 
net asset value was 74 HK cents à 
share. Reconciling the two figures is not 
easy since WKP's most recent published 
balance-sheet is for 30 June 1984, when 
half the company’s total assets were re- 
presented by investments in off balance- 
sheet joint ventures. 

Perhaps Chao's valuation of WKP 
draws upon a view of the auditing pro- 
fession —— earlier this year by 
his brother Cecil, managing director of 
WKP. Six months after Price 
Waterhouse had slapped a page-long 
qualification on WKP's 1984 report and 
accounts, Cecil Ghao told a lunchtime 
businessmen’s meeting that auditors did 
not properly understand the nature of 
changing values in the property market, 
and tended to press upon companies 
provisions and valuations which 
created, at best, misunderstanding 
among bankers and investors, and 
might, at worst, undermine their confi- 
dence. 

Pending WKP's 1985 balance-sheet, 
and Price Waterhouse's audit report, 
the best one can say is that WKP’s last- 
sighted gross debt of HK$647 million 
might make any buyer think twice about 
—— published equity of HK$291 
million — particularly given that the 
Chaos were financing HK$164 million 
of that debt themselves at inter-bank 
rates. 

It would be nice to think that talking 
up a sale of WKP indicated some well- 
founded growth strategy: instead, the 
effect is to raise the question of just how 
badly Wah Kwong Shipping must now 
be hurting. 








bilities 


The most obvious answer to that is to 
be found on Frank Chao’s face, which 
over the past year seems to have lost the 
jolly rotundity which was his trademark 
in more prosperous times. 

Another estimate of the cash-drain 
can be made by totting up the number of 
Chao faritily-contealle ships which 
have lost the charters for which they 
were originally built. Proving that 
pedigree is no guarantee of security, the 
Chaos’ list of reneging or defunct char- 
terers since 1982 includes Copenhagen- 
based cowboys, pseudo-British Estab- 
lishment operators, state-owned ship- 
ping companies, state-guaranteed ship- 
ping companies and even shipping com- 
panies controlled by cabinet ministers 
— al of whom collectively have 
dumped enough tonnage back on the 
hapless family to meet the shipping 
needs of a small nation. 

It is almost a law of nature in the 
shipping business that any new ship or- 
dered between 1979 and 1983 will lose 
money if emploved at today's freight 
rates. Hongkong's Wheelock Maritime 
has alreadv fallen down that hole and 
the Chaos are clearly gambling that 
they have sufficient tonnage built on 
either side of the abyss to bridge the 


gap. 
€ HAS Frank Chao mentioned to fel- 
low shipping tycoon Sir Yuc-kong Pao 
about the shipping market being at the 
bottom right now? If Pao had not 
noticed, that would account for his deci- 
sion to invest HK$60 million in a one- 
plane airline instead of going out and 
buying another supertanker. 

Pao, and Hongkong textiles manu- 
facturer Ronald Chao, will between 
them own roughly half the equity of the 
fledgeling Dragonair, following the in- 
crease in its capital, announced on 23 
October, from HK$10,000 to HK$200 
million. The other half will be allocated 
among Dragonair's original sharehold- 
ers, including Chinese Government 
agencies and associates. 

Pao is probably better-equipped 
than the Bank of China to run an airline, 
not least because he sits on the board of 
Cathay Pacific, Hongkong's flag-car- 
rier. That situation presumably cannot 
last much longer. Dragonair ts, for the 
time being at least, less important in it- 
self than as a spoiler to Cathay's per- 
ceived business prospects — a sort of 
solvent Laker to Cathay's British. Air- 
ways, with the promise of endless 
squabbles. 

Perhaps Pao might argue that com- 
mercial aviation should be no more reg- 
ulated than commercial shipping. and 
competition should prevail. But there 
again, look what competition has done 
for shipping. 
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Tin ore dressing plant; LME: decline of sterling prices of tin. 
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Caught in a tin box 


The ITA, and commodity pacts generally, are in danger 


By Correspondents in London and Kuala Lumpur 


he crisis in the international tin mar- 

ket is one of multiple dimensions. 
Just as Opec’s control of international 
oil markets has been eroded by rising 
production outside the cartel and falling 
demand, leading to an inevitable fall in 
oil prices, so the tin cartel — the Inter- 
national Tin Agreement (ITA) — has 
been undermined by rising outside pro- 
duction of the metal, even as tin was los- 
ing market share. 

Tin stocks held by the buffer stock 
manager of the International Tin Coun- 
cil (ITC), which administers the agree- 
ment, languished unused while sterling 
prices of the metal quoted on the all-im- 
portant London Metal Exchange 
(LME) went into decline. This reflected 
the weakening of the currency of the 
world's largest tin producer, Malaysia, 
in tandem with the US dollar. The job of 
the buffer stock manager in trying to de- 
fend an already unrealistically high 
floor price denominated in Malaysian 
dollars thus became impossible. 

Equally, the banks which financed 
the tin stocks against the security of the 
physical tin, decided the position was 
untenable and that their security was in- 
adequate. When the inevitable crash 
came, it was very sudden. On the morn- 
ing of 24 October, the LME suspended 
tin trading for an indefinite. period, 
leaving LME members exposed to the 
tune of some £600 million (US$853.5 
million). The Kuala Lumpur Tin Mar- 
ket followed suit the next day. The 
initiative for trying to rescue the tin 
market then passed to the ITC which 
was due to hold an emergency session 
on 30 October after consultations with 
governments of member countries. A 
dramatic fall in the tin price appears 
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inevitable when trading resumes. 

The implications for Malaysia, 
whose finances are already under pres- 
sure from falling commodity prices 
(page 78), are potentially grim as they 
are for non-ITC producers such as 
Bolivia and, to a lesser extent, for ITC 
members Indonesia and Thailand. 
There is even a threat to the role of Lon- 
don as an international commodity- 
trading centre. The crisis was serious 
enough to warrant British Prime Minis- 
ter Thatcher being briefed and has damp- 
ened London trading in other metals. 

News that the ITC's buffer stock 
manager, Pieter de Koning, had sus- 
pended operations was received with in- 
credulity at the LME on 24 October. 
Chairman of the Committee of the 
LME Ted Jordan and LME chief execu- 
tive Michael Brown were faced with the 
stark realisation that if the buffer stock 
manager withdrew from the market, the 
tin price would collapse and that could 
spell bankruptcy for some LME mem- 
bers — and possibly the end of the ex- 
change itself. 

Nor did the implications end there. 
The ITA might disintegrate if tin went 
into free fall. The 23 national sig- 
natories to that agreement, and the 
United Nations under whose auspices it 
was negotiated, would not take kindly 
to the prospect. And then there were 
the five developing-country producer 
members and other tin producers for 
whom a shattered market would be a 
catastrophe. 

In the circumstances the LME had 
no choice. It was a bitter blow, coming 
as it did only a few months after a con- 
troversial decision to limit members’ 
potential losses after a successful 
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squeeze against traders who had gon 
short in the metal by, ironically, the buf 
fer stock manager (REVIEW, 11 July) 
The LME was criticised then for haltin; 
trading and bailing members out of thei 
own problems. This time, however, th« 
market itself was at risk and trading wa: 
halted indefinitely. 

At a hastily convened joint meetin; 
of the committee and the board of the 
LME, the exchange's two governin; 
bodies, the argument raged betwee 
those who favoured a continued suspen 
sion until a resolution was found, anc 
those who advocated what one particip 
ant called a "bloodletting." The sus 
penders won. 

When the LME authorities looked a 
the returns the 28 ring-dealing member 
had prepared on their positions with thi 
buffer stock manager, the wisdom of the 
decision was evident. LME member 
were exposed to the tune of £600 mil 
lion. Worse, most of that was concen 
trated in the hands of a few houses. 


n deciding to suspend trading, th: 

LME had effectively passed the initia 
tive to the ITC, a body hiterto not dis 
tinguished by its rapid decision-making 
The problem facing the ITC was awe 
some. It was common currency that to 
much tin had been produced for toc 
long. Despite export controls being u 
force since the beginning of the sixtl 
ITA in 1983 — they were 39.6% of pro 
duction when the crisis broke — de 
mand has not been enough significantl 
to erode huge stocks. Shearson Ameri 
can Express, the American investmen 
bankers who have made a speciality o 
tin, estimate that the total amount of tii 
available to the market this year will b: 
175,000 tonnes. Demand will b 
186,000, while stocks at the end of 198 
were almost 100,000 tonnes. 

For some time the ITA had bee: 
steadily undermined by producers out 
side the agreement. China, Bolivia 
Brazil and even Britain had taken ad 
vantage of the high prices supported b 
the ITA to raise output. In all, about . 
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production from 15,500 tonnes in 1982 
to perhaps 17,700 this year. By 1987 the 
total amount of tin available to the mar- 
ket will have grown by 10%. 
_ The apparently relentless rise in tin 
goo and stocks blithely ignored 
e metal's loss of market share. It has 
become fashionable to see tin as an ob- 
solete metal, belonging to a previous in- 
dustrial revolution far removed from 
the glamour of aluminium, titanium, 
chrome, manganese and the other hi- 
tech materials of the electronics age. A 
decade ago two-thirds of tin production 
went into tin plate. Today the figure is 


T 


and plasti more than half, as aluminium 
t 





nd plastics have eaten into the can mar- 


_ ITA members were only too well 
aware of the situation. The consumers 
‘complained that the floor price of 
:M$29.15 (US$11.87) a kg was too high. 
The producers, led by Malaysia, In- 
donesia and Thailand, privately recog- 
nised the problem but were troubled by 
the employment consequences in their 
rural regions where dredges and gravel 
pumps are vital to the local economy. 

As recently as September, thé As- 
sociation of Tin Producing Countries 
(ATPC), a sort of pressure group sepa- 
rate from the ITC, voted to subscribe up 
to £60 million to support the ITC buffer 
stock. In the event, these funds were 
slow to arrive, and de Koning publicly 
attacked the tardiness of the ATPC. For 
months tin dealers had marvelled at de 
Koning's skill in keeping the buffer 
stock going when funds were evidently 
short. But what really undid him was 
cürrency movements. Until the begin- 
ning of the year the Malaysian dollar, 
which is linked to the US dollar, was 
strong relative to sterling. This sup- 
ported the Kuala Lumpur price, which 
was the buffer stock's prime concern, 
via-à-vis the London price. But as the 
US dollar fell, the sterling price went 
down with it. 

It was the fall in the sterling price 
from £10,000 a tonne early in 1985 to 
just over £8,000 when trading was sus- 

nded which was fatal. Banks which 
ent to both the LME ring-dealing mem- 
bers and the ITC secured their loans 
against the sterling value of the more 
than 60,000 tonnes of metal held in the 
buffer stock.. This essentially circular 
security was made even less sound by 
the degree to which LME members also 
financed the buffer stock operations in 
return for warrants secured against the 
tin. 

So when two banks told de Koning 
on 23 October that they were unhappy 
about their security, the whole flimsy 
structure fell. In so doing, it threatened 
to bury LME members who were long 
to the buffer stock of some 68,000 ton- 
nes of tin. On the assumption that they 
sold at £9,000 a tonne, their total liabil- 
ity was £600 million. A fall of 25% in the 
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therefore imply a £150 million loss for 
the ring-dealing members. . 
Business on the LME has not been 
ood of late, and that kind of loss could 
` enough to force the rin “sale? mem- 
bers’ parents to pull out. If its member- 
ship slipped sertously from the present 
28, there would be doubts about the abi- 
lity of the LME to sustain an effective 
market, not just in tin but in all its con- 
tracts. | 


^ 

; es collapse of the tin market also 

came at a very awkward time for the 
Malaysian Government. On the after- 
noon of 25 October — the day after the 
LME suspended trading — Malaysian 
Finance Minister Daim Zainuddin had 
to present the 1986 budget to parlia- 
ment. Daim did not refer to the tin col- 
lapse in his budget speech, preferring to 
await the outcome of the scheduled ITC 
emergency session, but apprehension 
was evident among local businessmen 
and politicians. 

AS ssimistic comments | about 
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further sharp declines in price kept com- 


ing from Western commodity dealers in 
the couple of days following the budget 
speech, there was another unfortunate 
coincidence. On 29 October the re- 
vamped Kuala Lumpur Commodity Ex- 
change (KLCE) opened for trading. Al- 
though the KLCE does not deal in met- 
als, the psychological impact is bound to 
be felt after initial enthusiasm at the 
bay Eg. fades. 

e reaction of the Malaysian Gov- 

ernment to the tin tumble was rather 
wistful. In explaimng the market crash, 
Malaysian Primary Industries Minister 
Datuk Paul Leong went through the 
known ground that the immediate 
reason for the crash was the weakening 
of the US dollar against sterling. Leong 
also mentioned three inherent weak- 
nesses of the ITA: 
» The trigger point for imposing export 
control on tin required a large, hence 
expensive, metal'holding in the buffer 
stock. 
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— over the past seve: : 
the price-support operation consiste 
largely of trading rather than buffer- 
stocking. 

» A large proportion of the contribu- 
tion to the buffer stock was made in the 
form of metal instead of cash. As the 
price-support operation required cash, 
which in turn had to be borrowed, the 
cost of its running rose so high that bank 
credit lines were not available. 

Leong also blamed the increased 
output and export of tin by non-ITC 
members like Brazil and China as well 
as by Britain and Canada which are 
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members of the ITC. 


“As the ITA has been the only [com- 
modity | 


ac 
bly well" Leong warned, "its demise 


would spell the end of international 


commodity accord thus adversely af- 
fecting international cooperation be- 
tween developed and developing coun- 
tries." 

As the largest producer of tin — 28% 
of global output — the metal is of great 
importance to Malaysia. The country is 
estimated to export 44,000 tonnes of tin 
concentrate in 1985, up 11.1% from 
1984 and earn M$1.3 billion in foreign 
exchange. Tin e ov in 1985 com- 
prised 6.5% of Malaysia's total com- 
modities exports estimated at M$20 bil- 
lion in 1985. However, imposition of 
ITC controls on exports and high 
domestic stock levels, have squeezed 
the local tin industry since 1982. The 
number of Malaysian tin mines went 
down from 547 in 1983 to 458 by the 


middle of this year with the correspond- 


ing decrease in the industry's workforce 
from 25,641 to 22,726. A total of about 
100,000 people living in tin-mining 
areas depend on the fortunes of the 
metal. 

As an emergency measure, the gov- 
ernment has formed two high-level offi- 
cial committees, one to reduce the im- 
pact on tin mining areas and the other to 


monitor the international market situa- — 


tion. But there is very little the country 
can do on its own to prop up the indus- 
try. 

The tin-market crash could well be 
the first sign of a worsening com- 
modities crisis for Malaysia in 1986. The 
government expects the export of tin to 
earn M$1.31 billion next year, based on 
an optimistic marginal decline in prices 
of only 1.4%. If prices decline by 30- 
50% as estimated by Western traders, it 
would make a big dent in Malaysia's 
earnings. Moreover, Kuala Lumpur's 
Finance Ministry makes other optimis- 
tic forecasts in price levels of rubber, 
crude oil and palm oil to boost earnings 
next year. With Western governments 
no longer very sympathetic to interna- 
tional commodity agreements, develop- 


ing economies like Malaysia, dependent 
on primary commodities, face increas- 
ingly harder times. 
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‘By Anthony Rowley in Hongkong 
Hir: s banking authorities are 
shuffling slowly towards tightening 

supervision of the bank arid quasi-bank 
‘sector, but it is likely to be February at 
the earliest before concrete proposals 
for reform go before the legislature. 
This will be almost a year after detailed 
reform proposals were circulated. 
Banking Commissioner Robert Fell 
old the Hongkong Association of Banks 
n 23 October there was a "danger of 
yver-reaction to the experiences of the 
st three years which were dne: in par 
the M 
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d, he said. ‘that caine main naan is 
ing the way out of [banks’ finan- 
osses of 1982 and 1983 rather than 
new initiative in supervision.” 

These statements appeared rather 
bizarre, It was the collapse of two major 
cal banks — Hang Lung Bank and 
"Overseas Trust Bank — which caused 
most public alarm during the past three 
































over-reactiol" to the accompanying 
deposit-taking company (DTC) crisis. 

It was alleged fraud — rather than the 
-stock and — market collapses — 
- which caused the downfall of both banks. 

| There are those who believe," Fell 
went on, “that supervision will cure all 
ills or save every depositor from his own 
foolishness. There can never be any sys- 
"tem of supervision which guarantees ab- 
solute. safety, particularly, against 
fraud.” This may be true — but it isa 
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ongkong’s banking-referm zeal appears to have waned 


ars, and that can hardly be called an | 


long way from saying that Hongkong’ Sj 
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system. of banking supervision is any- 
thing like adequate in assessing the 
quality of bank assets or of potentially 
dangerous exposures. 

Fell disclosed in his speech that the 


| "heart" of the unpublished report from 


a Bank of England team specially com- 
missioned to study the Hongkong sys- 
tem of supervision in 1984 (after the col- 
lapse of Ha ung and DTC Dollar 
Credit) conc ed three factors: “Large 
exposures to one borrower, lending to 
related interests and. ownership and 
management of. institutions." 

Itis easy to see why the Bank of Eng- 
land team reached this conclusion. 
These are the three factors which have 
been present in some combination in all 
of the bank and DTC collapses in Hong- 
kong during recent years. One factor, 
which helps disguise the ultimate desti- 
nation of loans and the identity of bor- 
rowers, is the widespread use of 
nominee shareholdings in Hongkong, 
something local bankers argue is "vital" 
to banking. | 


pct ss concede the need for new 
legislation to deal with such prob- 
lems — though he stopped short of say- 
ing precisely what kind of legislation or 
whether it should address the question 
of nominees. A new banking bill would 
also provide the opportunity to intro- 
duce formal capital and liquidity ratios 
for banks and other institütions. 
He admitted, too, that the present 
three-tier structure of banking in Hong- 
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and the components u usec nm Nay 
unexpected by the architects of the sys- 
tem. 

The commissioner hinted at the pos- 
sibility of a system of licensing banks by 
function in future, along the lines. of the 
Singapore system which separates 
domestic from offshore banking and 
licenses and regulates institutions ac- 
cordingly (REVIEW, 4 July). “A system 
of licensing on these lines makes gooc 
sense, partly to protect the domestic 
market and partly to allow the super 
visor to concentrate his attention or 
what really matters in his jurisdiction.” 

But he added that more work need: 
to be done before any such changes ir 
structure — which could cause “suspi 
cion and resentment" among some loca 
banks — could be made, and other re: 
forms should not have to wait upon thi: 
study. The "suspicions and resentment” 
Fell mentioned obviously refer to thc 
fear which some of the bigger locally in 

corporated banks have about theii 
foreign competitors being given free- 
dom, for instance, from meeting capi 
tal-adequacy requirements — while 
they themselves would have to comply. 

Capital ratios are still proving to be the 
most controversial aspect of reform as fai 
as banks are concerned. It appears tha 
the banking commission is now preparec 
to permit a legal minimum of 576 capita 
to eligible assets — a somewhat laxer re 
quirement than the 8-20% band previ 
ously mooted (REVIEW, I1 Apr.). The 
“desirable” ratio might be fixed at arounc 

370, however. Fell wants a generall 

more flexible approach in dealing witl 
banking supervision, subject to account 
ability by the banking commission. 
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Double squeeze in China 


Taxmen in Hongkong and Peking may be after the same prey 


hina's decision to widen its corpo- 
rate tax net has opened up the pros- 
E of businesses using Hongkong as a 
ase for China trade being taxed twice 
—once in Hongkong and again in China 
— on profits from the same transaction. 
Now some form of arrangement to pre- 
vent double taxation is being proposed. 

The proposal comes from the Hong- 
kong Society of Accountants which in a 
recent budget submission to Financial 
Secretary Sir John Bremridge urged 
"some form of reciprocal arrangement 
between the Hongkong Inland Revenue 
Department and the People's Republic 
of China (PRC) Tax Bureau to avoid 
the incidence of double taxation.” 

The opening up of trade opportuni- 
ties in China has resulted in situations 
where many Hongkong businesses ope- 
rate partly in China and partly in Hong- 
kong, the society argued. “The situation 
is therefore now being reached whereby 
a Hongkong business may be taxable 
both in Hongkong and in the PRC, in 
respect of the same sales to the PRC.” 

Recent changes by taxation au- 
thorities in both countries have 
heightened the danger. The submission 
cites the possible precedent set by a re- 
cent court case in Hongkong, plus the 
fact that China's tax authorities “have 
been seen to be increasingly active in re- 
spect of businesses which have repre- 
sentative offices in the PRC” acting as 
liaison points for sales to, or in, China. 

"It is probably only a matter of time 
before ah activities with or within the 
PRC are being assessed to tax as foreign 
enterprises in the PRC (i.e. Foreign En- 


Philippines 


1984 1985 
(end year) 


terprise Income Tax),” the accountants 
believe. China moved earlier this year 
to widen its corporate tax net over 
foreign firms and to cover previously 
tax-free offshore earnings from servic- 
ing the China trade (REVIEW, 30 May). 

Businesses by now may be resigned 
to having to meet stiffer fiscal imposts in 
China, but they clearly want to avoid 


Court appeal: business test case. 





being burdened with taxation in Hong- 
kong as well, The Hongkong court case 
which fuelled the accountants fear of 
this happening was that of Sinolink 
Overseas Ltd vs the Commissioner of 
Inland Revenue. 

Sinolink, according to the High 
Court appeal judgment, is incorporated 
in Hongkong as an importer and export- 
er of plywood. Its principal activity is 
selling goods in China but it has no per- 
manent establishment there. Sinolink's 
salesmen, it was argued on behalf of the 
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prospective customers and the more 
senior of them had full authority to 
negotiate and execute sales contracts 
without prior approval from Hongkong. 

The Hongkong office handled 
mainly local sales, local purchases and 
administration. "The only area in which 
overseas sales were facilitated by the 
Hongkong office was getting in touch 
with European suppliers through cor- 
respondence and handling after-sales 
paperwork.” 

The Hongkong tax commissioner ar- 
gued, however, that “the sale profits at 
tributable to the shipments to China 
have arisen in or are derived. from 
Hongkong from the trade or business 
Ee company] carries on here.” (The 
nland Revenue Ordinance says that 
profits tax is chargeable “on every per- 
son carrying on a trade or business in the 
colony in respect of his assessable pro- 
fits arising in or derived from the col- 
ony.") 

Judge D. S. Hunter ruled that 
Sinolink's profits could never have been 
earned unless “some mechanism for the 
pre-contract management" of terms dis- 
cussed with buyers and sellers existed 
and that it was apparent "this vital func- 
tion could only be controlled and con- 
ducted through the company’s adminis- 
trative centre in Hongkong.” He also. 
ruled that “information* which enabled 
the contract to be made came from 
Hongkong." Profits from “these so-call- 
ed offshore sales arose in and were de- 
rived from this Hongkong business.” 


He dismissed the appeal ‘against assess- 


ment. 

Although the judge said he could not 
regard the appeal as a "test case," it is 
clearly being seen that way in a 
broad, if not strictly legal sense — by 
businessmen and their advisers in 
Hongkong. — Anthony Réwiey 
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0: The market entered a correction phase, 
largely themeless and saw volumes fall sharp- 
y. Daily trading averaged only 296.5 million 
hareg. The Dow Jones Average descended from 
its record high in the previous perce to close at 
[2,937.04 points on 28 Oct. Individuals deserted 
he market and institutions held back amid uncer- 
ainty over how long trading would take to 
tabilise. The recovery of blue-chip electricals 
strengthened, with sizable gains for Hitachi, 
"ujitsu, NEC and Canon. Shares of Minebea Co., 
arget of a US takeover bid, were actively traded. 


TON ONG:Gains made on the back of a better- 
han-expected land sale were offset by bad news in 
he corporate sector. Newly-listed Impala Pacific 
Corp . (one of the buyers of the prime site) was in 
much demand. The placing into receivership of 
one-time favourite Atlas Industries and the loss of 
'mployment for hundreds of workers at one of its 
factories in the territory dampened sentiment. 
"he Hang Seng Index lost 15 points to close the 
period at 1,651.25, Some brokers expect the mar- 
ket to pick up again soon after a period of profit- 
taking. Turnover for the holiday-shortened 
period was HK$274.68 million (US$35.2 million) 
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AUSTRALIA: Markets continued their record- 
»reaking run and scored a string of new highs early 
n the period reaching 1,052.1 on 25 Oct., boosted 
yy rumoured takeovers and high levels of institu- 
tionc Eey, Profit-takers moved in on 28 Oct. 
ind market leader Broken Hill Proprietary Co. 
( 3HP) fell after going ex-dividend for 1984-85, 
ut the All-Ordinaries Index maintained a gain of 
L8 points for the period to 1,045.6. The All-In- 
dustrials rose 15.8 points to 1,531. Attention fo- 
cused on the exercise of BHP options as investor 
Robert Holmes à Court appeared to be shuffling 
options and picking up BHP shares. Over the 
period 38.5 million BHP shares worth A$280 mil- 
ion (US$196 million) were traded, with the stock 
hitting a high of A$9.08 on 23 Oct. Resource 
Stocks lost ground with the All-Resources Index 
shedding 3.2 points to 670.1, though the gold sec- 
tor r ued with a 34.9-point gain to 988.3 in the 
OIG n ex. e ^ 





















NEW ZEALAND: The market rallied during the 
noliday-shortened period with Barclays Index 
putting on 67 points. Following the minister of fi- 
nance’s reaffirmation of his intent to stick to a firm 
monetary policy, both interest rates and the New 
Zealand dollar fell. The market rallied in response 
f E decline as well as some good corporate re- 
sults. 


KUALA LUMPUR: Sentiments remained cautious 
despite a mild budget offering new investment in- 
centives. The combination of slippage on Wall 
Street, the suspension of tin trading in London 
and some local political uncertainties pulled coun- 
ters down by the last day of the period in easier 
t rading. Turnover averaged 16.5 million shares a 
day, worth M$436 million (US$177.6 million). 
While blue-chip listings (such as Magnum or 
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3 AF ER the heady gains of the previous period, many markets in Asia closed lower 
on technical correction. New Zealand, a past loser, however, leapt into the limelight 
with a 4% gain over the period to 28 Oct. | 


Genting) and most finance counters eased, many 
plantation stocks posted gains despite currently 
slack „commodity prices. Harrisons Malaysia 
Plantation Bhd, Consolidated Plantations and 
Bedford were notable gainers. Most analysts ex- 
pect buying to remain steady, though in generally 
thinner trading. 


: The previous period's rally was 
shortlived: The collapse of the international tin 
market and unfavourable response to the Malay- 
sian büdget cast a pall on the market. The Fraser's 
Industrial Index fell nearly 44 points over the 
period to close at 4,098.67 while average daily 
trading volume was a thin 12.31 million shares. 


TAIPEI: The market continued its upward pro- 
gress. The weighted price index showed a 12.94- 
ent improvement on à —— shortened by two 
nolidays, and closed at 780.63. Institutional in- 
vestors were most active, buying into the market 
in heavy volumes in expectation of continued 
short-term improvement. Average daily transac- 
tions of NT$1.89 billion (US$47.3 million) were 
the highest for the year to date. Although most 
shares gained, construction shares went against 
the market because of the continued glut of com- 
mercial and residential space in Taipei and else- 
where. The specialised index for construction 
showed a 1.3% decline to 337.91. 


BANGKOK: The stockmarket weakened, after 
having made slight gains in the previous period. 
The market firmed in mid-week on the back of 
Jalaprathan Cement but fell back on lack of fol- 
low-through. The Book Club Index shed 0.57 of a 
oint to close the period at 131.58. Heading the 
osers were BFIT, ITF and Charoong Thai. Vol- 
ume for the holiday-shortened period slackened 
to 424,842 shares, valued at Baht 95.82 million 


.(US$3.6 million). - 


MANILA: Mining and  commercial-industrials 
were listless while oils were largely ignored anew. 
Brokers said investors were turning their atten- 
tion to a few selected issues as interest rates con- 
tinued to drop. Average daily turnover of P3.05 
million (US$164,864) was down 49% from the pre- 
vious period. Market indicators were little 
changed: the commercial-industrial index lost 
1.48 points at 179.97 while the mining average 
gained 1.07 at 699.17. The oil gauge was un- 
changed at 0.779 for the second consecutive week, 


SEOUL: The bulls ruled, pushing the index up 
0.95 of a point to 141.88, and the average daily 
trading volume by 8.915 million to 34.839 million 
shares — or almost double the annual average so 
far. Buying was centred on companies expected to 
issue equity instruments abroad, and some fa- 
vourite construction issues. Electric machinery 
fared the best, up 4.74 points, followed by wood 
and wood products, up 3.41. Fisheries fell 12.02 
points. Samsung Electronic Devices was the 
biggest gainer y3 Won 79 (9 US cents) to Won 
1,649, followed by Samsung Electronics up Won 
57 to Won 1,040 at the e | 
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FLY THE LEADER. 








Boeing is 1000 miles ahead of 
fhe competition. 


The Boeing 767-200ER has consider the 767-200ER has been member of the 767 family, with all | 
arange that leaves the twin-engine accepted for extended range inter- ofthe advanced technology that | 


competition 1000 miles behind. continental flights. airlines will ever need. 
So while you're reaching out 5900 And when it comes to passen- Put it all together — range, 
miles with nonstop flights, the ger comfort, you can't beat the comfort, technology — and this is 
competition is obligated to land 7-abreast seating configuration. one jetliner that has no equal. 
and refuel. Nearly everyone has a window 

Think of all the versatility this or an aisle seat. b. — 
gives you. Especially when you The 767-200ER is a brand-new 
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lines were Thais. a 1912, a mere eight years after 


American aviation pioneers carried 
out the first powered flight in thei 
‘heavier than air’ machines, three 
Thai army officers travelled abroad 
to a French flying school. The 
learned not only how to fly aircraft 
but also how to build them. In quick 
succession the Kingdom bought 
airplanes, established an airport and 
trained new pilots. 

Starting as a mail carrier, the airline 
quickly grew and soon a passenge: 
service was available. Then in a major 
reorganisation just 25 years ago, Thai 
International came into being. 

Thais pioneering spirit, its attitude 
towards service and the importance 
it places on the training and skill of 
its pilots, has led to the airlines 
development as one of the worlds 
major carriers. 

Today, Thais route network has 
grown to include over 40 cities in 30 
countries across five continents. 
And servicing these destinations is an 
ever-expanding fleet of magnificent 
747Bs and wide-bodied A300s. 


Y | 7 So, fly smooth as silk on Thai. The 
«Ligature ett Oeftel etn. airline thats still enchanted with the 


— wonders of flight. 





If you fly Fir st, don't — nne 
drive Second. Audi. 


luxury and comfort do not have 
go without when it comes to ca 






Audi produces extravagant alt« 
76.49 in, =y natives, made in Germany. Salo: 
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Gars designed along particulat 
Cars which cor 
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MA exclusive lines 








Jerstatement and which offer Audi has succeeded in creating Pte. Ltd., Tel. 4733211 

he little touches of luxury which one of the world's fastest saloon MALAYSIA: Kuala Lumpur, Auto 
ury up-market cars should cars. A turbo with a brilliant tech Dunia Sdn. Bhd., Tel. (03) 57 7677 
ve. And Audi has plenty to of- nological concept. In short, you HONGKONG: Aberdeen 


e high-tech performance with With this and an elegant body SINGAPORE: Champion Motor ‘Aur 


when it comes to performance can always count on Audito pro- Jebsen Motors, Tel. 5-2752/ 
well. Take its modern five-cyl- duce something out of the ordi- TAIWAN: Taipei, Universal M 
er turbo engine, for example nary. Come and see for yourself Traders Ltd.. Tel. (02) 71531 
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City dreams are like memories of the future. 
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See and be seen 
with Citizen. 
Tokyo — 
city of dreams, 
where the image of 

iiie! - 


tomorrow takes shape 
in the imagination. 
Citizen watches — 
elegant timepieces that 
capture the stylish spirit 
of the city. Ultra-thin dress 
watches or casual analog 
models, distinctive metal 
bracelets or soft leather bands. 
All have one thing in common: 
the supremely accurate 
Citizen quartz movement. 
Tokyo flair, Tokyo fashion. Citizen. 
It's time to see and be seen. 


CITIZEN 
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Standing at the heart of our network 
anning over sixty international banking 
ntres, the NatWest Tower in London forms 
ital link in the global financial system. 

In the NatWest World Money Centre, 
e of the world's largest dealing rooms is 
inned by à team uniquely centred in 24 
ur banking time. 

Their working day comfortably spans 
* day's end in Tokyo and the beginning of 
siness in New York. 

Small wonder, that in 1984, their average 
ily transactions were £17 billion - trading 
over 50 currencies. 

From this enviable position, they can 
rness the vast amounts of economic energy, 
terms of capital and expertise, demanded 
today's corporations. 

Corporate treasurers faced with the 
creasing pressure of floating exchange 
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rates, fluctuating interest rates and volatile 
markets need new and creative solutions. And 


NatWest pene hold a unique fund of ex- 


pertise in tac 
requirements. 

For example in pioneering new forms 
of project finance. 


ling a wide range of financial 


For over a decade we have been in- 
volved with North Sea energy, raising some of 


the largest private sector loans to finance 
development. 

Building on such experience, our 
people are now amongst the world's most 
successful lead managers in syndicated credits 
-from $5 billion to the oil industry to $2.5 
billion for the world's aerospace industry. 

Only last year, we were the æ 
first British bank to act as sole lead €w 
range for a syndicated project 
loan for a North Sea development when we 
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raised £225 million for Total Oil 
Moreover with experience | 
global client base and major ; 


world markets we offer our clients t 


innovative propositions 
With NatWest's 


hnancial institutions, we 
better placed to offer the 
tion of loans and add to its 
through an effective relation 
We are geared to act 
decisively across the 
international finance. 


enure 


And that's why we're becoming 
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= {he 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo 


But that’s just one of the problems facing the 
Panda 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites —all these 


It starts with a warm welcoming smile. 
. , factors and many more which threaten its 
The personal concern. The attention to details. survival. | 


Recognition of the urgent need to solve these 


The serenity. The exquisitely prepared food. and other problems has resulted in a unique and 
historic partnership between WWF and the 

Sun by our pool. Explore the 300 shops housed cople's Republicof China, - vi: 
WWE has agreed to contribute IS 

S 


People’s Republic of China 
TP A e . 1 

within the Towers. Or just enjoy the view. | $1,000,000 towards a total of about U 
. . $3,000,000 needed by the Chinese Govern- 
Start knowing Bombay like we do, ment to mount a major Panda Conservation 
e Programme. This includes construction of a 
at the Oberoi Towers. research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 

Sichuan Province. 


p Wx iis TER 
1 ) ° * A team from WWF, led by the distinguished 
-7 CIOIL HAAY ecologist Dr. G. Schaller, is already at work in 
i Wolong together with top Chinese scientists 


BOMBAY. INDIA under the leadership of Professor Hu Jinchu 
[he Giant Panda is an endangered animal 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth 
But WWF needs money— your money 


] li ase send i ont ributu "ms fo thu H WF 


Vath H (HH Parisariv Hn 1H HT E HOD V d ii 
WWE International, 1196 Gland, 
Switzerland. 
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Cuisine at its best 

One of the more important things 
passengers appreciate when flying 
Kuwait Airways is that they can relax 
in comfort, certain that their individual 
needs are being taken care of on or off 
the ground. 


It's no wonder then that good food 
coupled with our traditional hospitality 
makes every Kuwait Airways flight a 
memorable one. 
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‘LETTER FROM KASHGAR | 4 


Saturday summer's night in Kash- 

gar, 10:30 p.m. and the sun is just 
setting, red and gold, towards the Soviet 
border. The oasis city’s central square is 
alive and will remain so for many hours 
as renewed energy surges through a city 
released from the stupefying heat of the 
day. 

In the last light, the muezzin's 
amplified wail from the minarets of the 
main mosque beckon the Muslim faith- 
ful to prayer. A steady stream of wor- 
shippers heads inside, but many other 
people just carry on, eating, drinking 
tea, idling away the cooler and more 
pleasant evening hours. Cooking odours 
permeate the atmosphere: kebabs laden 
with herbs and spices grilling on glowing 
braziers, breads baking in large clay 
ovens, spicy noodle soups steaming and 
bubbling in cauldrons. A variety of me- 
lons, fresh figs wrapped in their own 
leaves, grapes, raisins, cherries, ap- 
ricots and almonds are offered in great 
profusion, and stalls selling freshly 
made ice cream enjoy a very steady 
clientele. 

The Saturday night crowd is a bit 
rougher and more restless than usual. 
The massive weekly market begins at 
dawn, and many men from outlving vil- 
lages roam the square aimlessly, soak- 
ing up a bit of the city life. 

Save for a few notable intrusions of 
modernity — electric lights, motor vehi- 
cles, and the ice cream stalls’ TV sets 
(which sometimes seem to offer stiff 
competition to the mullahs preaching in 
the mosque) — it is a Central Asian 
scene of 100 years ago or more. Many 
men wear overcoats and fur-lined hats 
which they don't take off even in the 
midday sun, and some women still wear 
thick veils in the old Islamic fashion. 

Kashgar is the furthest western 
major outpost of the People's Republic 
of China, 3,500 km from Peking and 
close to the Afghan, Soviet and Pakis- 
tan frontiers. It was one of the cities on 
the ancient silk road which witnessed 
the passing of legendary traders and 
travellers who went in both directions 
carrying goods magnificent beyond de- 
scription and descriptions magnificent 
beyond — often rightfully — belief. Al- 
though the area has been intermittently 
under Chinese domination for 700 
years, its Uighur residents are of Turkic 
descent, and their language, religion, 
customs and culture have nothing to do 
with Han China. The city was once a 
powerful principality in its own right, 
and the Uighurs have a long and volatile 
history of intrigue and rebellion among 
their own tribes and clans and against 
powerful outsiders. 

But, in 1949, the triumphant Peo- 
ples Liberation Army swept into 
Kashgar. Save for a small portion, the 
massive city walls were toppled, and a 
towering statue of Mao Zedong raised 


Sunday market: haggling war. 


along one of the citys wide new 
Chinese-style boulevards. In 1955, the 
Xinjiang Uighur Autonomous Region 
was declared. a vast tract of mostly de- 
sert and mountains covering more than 
1.6 million km? and including other fa- 
mous oasis towns such as Yarkand and 
Turpan. 

These places remain mostly Uighur 
in population and character, but 
changes are evident, from department 
stores to the presence of Chinese offi- 
cials and police. In larger cities, the 


Chinese migrant population is outstrip- 
ping the native population. An ever in- 
creasing influx of Han Chinese are set- 
ting to work with great industry to 
exploit Xinjiang's vast mineral wealth, 
which means that Sinicisation might one 
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day entirely swamp the Uighur culture. 
Between the Han and the Uighur there 
is clearly little love lost. 


|: Kashgar, for now, much tradition 
survives and some, like the Sunday 
market, thrives. At first light, herdsmen 
drive swarms of goats, cattle and sheep 
towards a wide expanse of land in the 
south of the oasis which is soon tram- 
pled to a choking dust by tens of 
thousands of people. “Donkey jams" 
develop as carts and pedestrians jostle 
in narrow lanes flanked by mud-brick 
houses surrounding the market area. It 
is a day to brave even the hottest sun, 
and the crowds continue to build 
through the morning. 

In the livestock section, an occa- 
sional camel plods flip-flop-footed by, 
disturbing herds of goats which poten- 
tial buyers scrutinise with profound in- 
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tensity. Cattle are subject to the same 
careful consideration, and sheep's wool 
is tugged and tested over the animals' 
bleating protests. 

Horses are given à more active as- 
sessment, and a run marked by thick 
wooden posts is set off so they can be 
put through their paces. Men take 
snorting horses thundering down 40 m 
of hoof-pocked dirt, reigning to a sharp 
halt just shy of throngs of marketers 
who evince not the slightest concern at 
the sight of the great beasts bearing 
down on them. Donkeys are also put 
through a “test-drive,” though it is a 
much more comic scene as riders whack 
the obstinate animals’ rumps in an often 
futile effort to get them moving. 

A long row of stalls sells saddlebags, 
bridles, bits, stirrups and various acces- 
sories and decorations for animal- 
drawn carts, and across the sprawling 
market a wide array of other goods are 
available. Colourful carpets are rolled 
and unrolled as haggling which often re- 
sembles a small war proceeds in fits and 
starts. Hand-tooled leather boots and 
traditional fur hats and flat caps have 
their own special sections, but many 
more stalls now offer various items of 
factory-made clothing. 

Although the day in the blazing sun 
and tumult is exhausting, there are 
plenty of refreshments available to raise 
flagging spirits. Cold drinks and ice 
pops are consumed in great quantity, 
and bread and melons revive vendors 
and buvers alike for further forays into 
the noisy, milling crowds. Noodle-mak- 
ers roll and reroll their dough, twirling it 
above their heads in swift and self-as- 
sured movements. 

By late afternoon, the dusty haze be- 
gins to settle as overladen carts full of 
people and animals and goods rumble 
out towards villages on the outskirts of 
the oasis or even a day or more journey 
away. Some goods, people say. will be 
smuggled across the frontier to the 
Soviet Union. Other merchandise will 
be taken for sale in Pakistan by hadjis 
on their way to pilgrimage in Mecca. 
Melon rinds litter the ground and by the 
time the muezzins’ calls to evening 
prayers are heard, the market, save for 
a few scavenging hounds, is all but 
empty. — T. R. Lansner 
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Introducing 
the Regency Terrace 
The new sun-spangled 
wing of Hyatt Regency 
Singapore is a resort in the 
heart of the city, complete with an 
incredible four-storey waterfall, a landscaped 
pool area, lush tropical greenery, a fitness centre, squash 
and tennis courts. A bright and breezy welcome awaits every guest 
in its 320 beautiful rooms, each with its own private covered alcove. 
For business or pleasure, the Regency Terrace is a spectacular touch of Hyatt 
Don't you WISH 
YOU WERE 
HERE." 
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LETTERS TO THE EDITOR ES 


Unbalanced equations 

If I did not know that there was a real 
Peter Beal operating in Bangkok, I 
would have dismissed his letter [10 Oct. | 
as the periodic propaganda tripe which 
appears from unknown sources over un- 
known signatures, putting out the 
ridiculous line that Cambodia 1975-79 is 
of a piece with Russia of the 1930s, 
China or Vietnam in the 1950s, or 
Czechoslovakia of 1948 and 1968. In 
other words Pol Pot equals socialism 
and socialism equals Pol Pot. Even in 
their own terms the equations do not 
hold up. for as Beal acknowledged 
Vietnam after 1975 did not apply the 
same measures as Democratic Kam- 
puchea. 

All of those cases were quite differ- 
ent, as to initial circumstances, con- 
tributing causes, and action taken, as 
the REVIEW should know. The silliest of 
all statements is that the whole thing 
was because of instruction by Pol Pot's 
French mentors. At the time Pol Pot 
left France in 1953 no French Marxist 
was arguing for such policies, and 
neither was any Cambodian Marxist, 
even Pol Pot himself, so far as anyone 
knows. 

Beal cannot even maintain internal 


— 











consistency from one sentence to the 
next. “Retribution . . . on middle-level 
cadres or apolitical peasants” is not 
liquidation of the bourgeoisie, whatever 
Pol Pot might have heard in France, and 
Beal’s points merely underline the 
peculiarity of Cambodian circum- 
stances. quite different from Russia 
and China, not to mention Czechoslo- 
vakia. 

Even if it is too simplistic to assign 
total responsibility for Democratic 
Kampuchean policies to US bombing, 
there can be no doubt that US interven- 
tion in the three Indochina countries 
made the outcome worse than it would 
otherwise have been. The mass killings, 
refugees, and struggling post-war 
economies are not the alternatives to 
US intervention, as other propagandists 
have argued, but its results; and no one, 
certainly not closet Rambos dreaming 
of the wartime delights of Saigon, can 
take the moral high ground away from 
those journalists, students, and acade- 
mics who opposed war in the 1960s. Ti- 
ziano Terzani [THE STH COLUMN, 19 
Sept.] has no need to regret his con- 
tribution. It is only unfortunate that so 
many, disappointed at the outcomes of 
the revolutions with which they sym- 
pathised, have been too cowed to raise 
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their voices against continuing US ef- 
forts to  brutalise Indochina and 
squeeze, if not bomb, it back into a 
stone age. 


Adelaide Michael Vickery 


Life in the country 


I have enjoyed your column, TRAVEL- 
LER'S TALES since I started reading the 
REVIEW in 1982, when I lived in Hong- 
kong, and your notes and comments 
from around the Orient have kept me 
amused each week since then. 

Your column [3 Oct.]. however, 
caught me a bit unawares. I agree with 
you that the mass of people who spend 
every weekend going off to the Slaugh- 
ters or thereabouts are pretty insuffer- 
able. But I think you underestimate 
how bad the New Yorkers who repair to 
Connecticut of a Friday evening can be. 
Admittedly, the cottages tend to be old 
barns, and the local pubs are "this mar- 
vellous restaurant . . ."; but the effect is 
the same: a substantial dose of nausea 
for the rest of us. Nevertheless, we must 
show a bit of charity. The concrete 
jungle can be pretty awful at times, no 
matter how invigorating. And the 
Thames Valley, or the Cotswolds or the 
Hamptons or Nantucket are inviting al- 
ternatives for those with a little bit of 
cash. So I don't begrudge them that re- 
lief; I just avoid them. 

The second part of your piece was 
more worrisome. After I left Hong- 
kong, I spent a year on a graduate 
course at Cambridge. So for a moment, 
| was worried that you were referring to 
my college — Queens'. A paragraph 
later, | was certain of it. Upon further 
reflection, though, I fear that your com- 
ments have almost universal application 
to the Oxbridge colleges, except for a 
few places like John's or Magdalene. Sic 
transit gloria collegiarum, or words to 
that effect in the correct cases. It is a 
rude shock for the Americans (“ugly” or 
otherwise), most of whom come from 
the Ivy League, to encounter some of 


the hoi polloi which constitute the 
undergraduate population at Cam- 
bridge. 


Does this reflect the continuing de- 
cline of morals, standards, etc., etc., 
harumph, harumph, in Britain? Per- 
haps, probably. But as someone who 
was there recently, let me add a few 
thoughts which may prove to be some 
small comfort to you: 

» The punks are definitely there in 
force, but are only a highly visible 
minority. (Imagine my surprise when I 
was seated next to some slagheap whose 
hair had been epoxied so it stood up in 
spikes for the Freshers photo.) 

» Despite the current government's 
best efforts, the place has not gone to 
hell in a handbasket academically. I 
worked bloody hard at Cambridge — 


(4 wit 40ED *O0C . CAG CACTOOA EPCONDA AC OCA) 


Ir 


The Style 


More difficult to acquire than to afford. 















TY 
Qual! 
d . ananrtt? 


VERY OLD 
SCOTCH wHISKY 







| ory, — & BOTTLED " api 
—* Cline & chon d 


ri ~ 1/9 47272 heo 


"n 






— 






oouer or scOTLAN 





17 Years Old 


oroe Ballantine & Son Lumied 


[HE HEART OF A 
FINE HOTEL 





— —— od — The heart and soul of Europe's 
Contact your travel agent for grand hotels is the lobby. 
reservations or write to: It's the traditional rendezvous. 


Hotel Regal Meridien Hong Kong : 
71, Mody Road, Kowloon, H.K. Elegant. Quiet. A cosy corner 


Telex: 40955 HOMRO HX. where one enjoys a quiet 
aperitif or waits to receive 


visitors Or a Message. 

At the Hotel Regal Meridien 
Hong Kong this same European 
style touches every part of the 
hotel. 
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much harder than I did at Harvard — 
and got a great deal out of my course. 
The Oxbridge system has some draw- 
backs; but it is still the best educational 
value in the world, as far as I can tell. (It 
boggles the mind to think what they 
could do if they had the sort of funding 
American universities enjoy!) 

» All work and no play makes anyone a 
dull boy. Fortunately, Cambridge and 
Oxford still offer appropriate outlets for 
one to vent one's energy. At one such 
venting I ended up hurling crockery into 
a court at Magdalene, and was re- 
warded with a bath in the Cam for my 
trouble. (My dinner jacket will never be 
the same.) Needless to say, at such af- 
fairs, the punks aren't much in atten- 
dance. Neither do they row, or play 
rugby or contribute very much at all. 
That's left to the rest of us. 

All of this is to say that the old place 
is probably very much as you remember 
it with the addition of a few creatures 
from Mars who reallv don't make a 
great deal of difference. As for your old 
mates... well, doubtless my reunion in 
30 years’ time will be much the same, 
just as paunchy and just as odd. There's 
life in the great universities yet, and 
they deserve your support. 

Beverly Hills, California Gifford Combs 


Military textbook 

What appears as one issue in New 
books for old by Lincoln Kaye [3 Oct.] 
should better be seen as two issues. One 
concerns the PSNI (Pendidikan Sejarah 
Nasional Indonesia), a third-grade 
junior high school primer on Indonesian 
national history. The other concerns the 


. PSPB (Pendidikan Sejarah Perjuangan 


Bangsa), a mandatory reading for all 
students that highlights the history of 
the struggle of the nation (against col- 
onialism), oddly made to start only after 
the country's national independence. 
The PSNI mentioned late president 
Sukarno's alleged acceptance of com- 
missions (in volume III), but the of- 
fending paragraph was deleted as of 
last years edition of that history 
primer. 

More serious is the issue of the 
PSPB, a dramatised historical narrative 
on post-independence Indonesia, which 
historians inside and outside the estab- 
lishment see as a glorification of the role 
of the military. Currency to that allega- 
tion is lent by the book's substance as 
well as by the fact that it was written by 
employees of the Centre for Military 
History, headed by our former educa- 
tion and culture minister, the late hono- 
rary Brig.-Gen. Nugroho Notosusanto. 
Jakarta Slamet Bratanata 


CORRECTION 


Richard Willsteed, writer of the article on 
Computer Security in FOCUS on Telecommuni- 


cations/Office Automation (Review, 31 Oct.). 
is a partner in the firm of Willsteed, Chen & 
Associates 
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pendence on imported oil. And over 80 countries on six con- and licensing local industries 
at the same time, cut its annual tinents. They're part of the to fabricate all or part of the 
fuel costs by over $170 million. | 440,000 megawatts of coal, system. We can also provide oper- 
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our licensee, KHIC (Korea that are leading nations every- favorable financing,and more. 
Heavy Industries and Construc- where to choose efficient, For information, write 
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ga pas Asian countries are accustomed to swings in 
world prices of primary commodities which form an ex- 
| port staple and the backbone of their economies. But when 
the prices of oil, tin, rubber, palm oil and timber all move 
W down together, it creates a problem they cannot cope with 


JM. easily. And when the producer cartels and international 





| commodity agreements which are supposed to support 
| prices are themselves plunged into disarray, the situation is 
| doubly serious. Such a dangerous conjunction of events is 
"| Occurring now. Kuala Lumpur bureau chief James Clad 
analyses the general causes and impact on producers 


while Jakarta bureau chief Lincoln Kaye and correspondent Paul Handley look 
at what the commodity crisis means for the already-embattled economy of In- 
donesia, the region's biggest oil producer. Pages 64-72. 


Cover illustration by Benjamin Chan. 





Page 12 
President Marcos calls for a snap 
presidential election for next January 
— catching the opposition off balance 
and leaving others wondering if he is 
bluffing. 


Page 14 

A vaguely worded anti-espionage bill 
that could pose a threat to freedom of 
the press is introduced into Japan's 
parliament. 


Page 16 

Ali Sadikin, a popular former Jakarta 
governor, testifies in the subversion 
trial of retired lieutenant-general H. R. 
Dharsono. 


Page 25 | 

A. British. Government official says 
Hongkong, not Britain, is responsible 
for instituting political reforms in the 
territory prior to 1997 when sovereignty 
is returned to China. 


Page 26 

The Malaysian Government bows to 
pressure from civil servants' unions 
to avoid a threatened nationwide 
strike. 


28-32 
Washington sends a group to Asia to 
start a reassessment of Vietnamese 
refugee policy, while Thailand steps 
up efforts to stop pirate attacks on 
boat people. 


Pages 42-49 

China's broadcast and print media 
undergo a liberal transformation in 
the post-Cultural Revolution decade 
— but they still have to toe the party 
line. 
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Page 82 
Australia’s Labor Government eases 
controls on foreign investment, but 
not enough to satisfy an increasingly 
self-confident business community. 


SOUTH CHINA MORNING POST 
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Page 84 

Hongkong's high-flying Atlas Indus- 
tries collapses, raising questions 
about the dependence of the terri- 
tory’s electronics industry on a nar- 
row range of markets. 


Page 85 

India joins an exclusive club with the 
Start-up of a small fast-breeder nu- 
clear reactor — its first step towards 
self-sufficiency in nuclear fuel. 


87 
Japan, at the prompting of the World 
Health Organisation, is trying to curb 
its appetite for foreign blood in the 
face of stiff opposition from the US, its 
major supplier. 


Pages 99-100 


Singapore will allow workers to use 
part of their Central Provident Fund 
savings for stockmarket investment, 
but few Singaporeans and even fewer 
stocks are likely to gain from the 
liberalisation. Meanwhile, the Stock 
Exchange of Singapore is looking to 
allow in foreign members to counter a 
similar move by Malaysia. 


4 November 1985 
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-| South Korean students briefly 
occupied the office of the Ame- 
| rican Chamber of Commerce 
in Seoul on 4 November, calling 
: 4 for an end to US protectionism 
i and "Washington's current ef- 
- forts to open South Korea's 
. markets to US goods and ser- 
"vices. Labelling US pressure 
A "economic aggression,” the 
| students also called for an end 
| to US support for the regime of 
d President Chun Doo Hwan, 
- which came to power in 1980. 
— The students poured kerosene 
b | around the office, threatening 
| | toset it on fire if the police tried 
to dislodge them, but were fi- 
_ nally led away after some two 
hours. Most US bank branches 
Band representative — offices 
E extra security guards 
owing the occupation. 
— Paul Ensor 


B Lr Joumal ciod for 
. contempt of court 


. The Singapore Government 

k: has filed contempt of court 

- charges against The Asian Wall 

- Street Journal, which is based 

in Hongkong. for an editorial 

i in the newspaper's 17 October 

issue. The attorney-general's 

nr chambers applied to the High 
2n Court on 30 October for leave 
| to issue committal proceedings 

Ai against the newspaper's editor, 
| publisher. Singapore corres- 

| pondent, printer and its Singa- 

| pore distributor. 

] The government's notice of 
2 “motion states that the five re- 
| spondents committed several 

. contempts of court in an edito- 

| rial titled: “Jeyaretnam’s Chal- 

lenge.” The editorial com- 
mented on opposition member 
of parliament J. B. Jeyaret- 
nam's conviction on charges of 

- making a false statutory dec- 

aration and on a libel suit 

. brought against Jeyaretnam by 

— The Straits Times, which is 

| pending judgment. 

| The motion demands that 
the respondents be committed 

to prison and be made to pay 

the costs of the government's 
igno The High Court 

ill hear the motion on 18 
November. | — V. G. Kulkarni 


San Yu confirmed as 
Burma's heir-apparent 
Ruling Burma Socialist Pro- 
mme Party (BSPP) Vice- 
airman San Yu, 67, was re- 
elected to another four-year 
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or both. 


term as president at the open- 
ing of the Phithu Hluttaw, or 
People's Assembly, session on 
4 November, thus confirming 
his top positions in both the 
state and party — and that he is 


the Bhdüestioned heir-appa- 
rent to veteran Chairman Ne 
Win. In another move linking 
leadership more 


the state 





closely to the all-powerful 
party, No. 3in the BSPP, Gen- 
eral Secretary Aye Ko, was 
elected to the new position of 
vice-president. Both leaders 
are retired generals in a party- 
and-state hierarchy dominated 
by military figures. 

— Rodney Tasker 


Malaysia arrests 
second journalist 


Sabry Sharif, 27, of the New 


Straits Times, became the sec- 
ond journalist in a month to be 
charged under Malaysia's Offi- 
cial Secrets Act (OSA) — fol- 
lowing the arrest and sub- 
sequent fining of the REVIEW'S 
James Clad — when he was 
taken into custody on 1 
November in connection with 
an article he wrote on the pro- 
posed purchase of Airborne 
Warning and Control System 
aircraft by the Malaysian air 
force. Sabry initially reserved 
his plea but following objec- 
tions from the deputy public 
prosecutor he pleaded not 
guilty and was released on bail 
of M$3,000 (US$1,229) in one 
surety, pending hearing on 17 
February. 

Sabry is alleged to have re- 
ceived a secret official docu- 
ment entitled Royal Malaysian 
Air Force (RMAF) — Force 
Structure Study 1984 in Sep- 
tember 1984 and to have di- 
vulged information from it in 
an article in his newspaper on 7 
January this year. The maxi- 


mum penalty under the section | 


of the act under which Sabry i is 
charged is seven years’ impri- 
sonment or a fine of M$10,000 
— Suhaini Aznam 


BUSINESS 


INRO members to boost 
buffer-stock finances 


A council session of the Inter- 
national Natural Rubber Or- 
ganisation. (INRO) ended a 
day early on 5 November, with 

roducer countries agreeing to 
Join consumer nations in 
financing purchases for a new 
contingency buffer stock. The 
new 150.000-tonne buffer stock 
will be implemented after the 
400.000-tonne normal ceiling 
has been reached. Current 
stocks are estimated at 370.000 
tonnes. 

INRO members will have to 
pay. nearly M$300 million 
(US$122.9 million) — with 
consumers to pay their con- 
tributions in cash. Producers 
are expected to seek IMF or 
World Bank loans for their 
contributions — or possibly to 
borrow from commercial 
banks. The 33-member council 
also decided against any revi- 
sion of buffer-stock indicative 
prices. Informal talks among 
INRO members on the timing 
of renegotiation of the Interna- 
tional Natural Rubber Agree- 
ment (INRA) are continuing 
— with April 1986 seen as a 
possible date, and Geneva the 
expected site. The current 
INRA was recently extended 
until October 1987. 

— A Correspondent 


Burma demonetises 
some currency notes 
For the second time since 1964, 
Burma has demonetised its 
high-denomination currency 
notes. No official reason was 
given for the move, which 
came on a Sunday (3 
November) and was just one 
day before the newly elected 
People’s Assembly was to hold 
its first session. Affected were 
the Kyat 100 (about US$12.6), 
Kyat 50 and Kyat 20 notes. 
Holders of the notes were told 
to deposit them in the nearest 
government bank between 11 
November and 31 December. 
— M. C. Tun 


Seoul under pressure 
from textiles industry 


South Korea's huge textiles in- 
dustry is criticising what it be- 
lieves is the failure of govern- 
ment to lobby more effectively 
in the US against the Jenkins 
Bill designed to reduce dramat- 
ically Asian textiles sales to the 
US. An industry report esti- 


mates that the bill's passage 
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into law in its preseat form - 
would cost some 120,000. jobs | 
from a workforce of more than 
730.000. The industry Tio: | 
seeks the creation of a trade- 
representative's office to 
handle exclusively a growing 
number of foreign-trade dis- 
putes. The industry's panic re- 
flects the vital place textiles 
claims in the country's export 
structure — at about US$2.7 
billion foreign sales estimated 
for 1985, it accounts for well 
over 10% of the nation's total 
merchandise exports. 

— Shim Jae Hoon 


Vietnam and Indonesia signed 
trade agreements covering 
US$5 million worth: of com- 
modities during the recent visit 
to Hanoi of an Indonesian 
trade mission. Mission leader 
Djukardi Odang. director of 
the state trading agency Pantja 
Niaga, said Vietnam planned 
to import 5,000 tonnes of ce- 
ment and 10,000 tonnes of fer- 
tiliser by year-end. Vietnam i is 
to send a delegation to Jakarta 
later this month to discus$-pur- 
chases of Indonesi textiles. 
kerosene and rice “he added, 
while Indonesia plans tó im- 
port such Vietnamese agricul- 
tural products as soyabeans 
and green beans. Djukardi said 
Indonesia would base a trade 
representative in Vietnam in 
1986 (in either Hanoi or Ho 
Chi Minh City), and predicted 
two-way trade would reach 
US$100 million within" three 


years. — Paul Handley 
Lee Ming Tee gains 
control of Woonald 


Malaysian investor Lee Ming 
Tee's Sunshine Australia won 
effective control of the Austra- 
lian security and fire-protec- 
tion proup Wormald Interna- 
tional soon after launchin 
A$4 (US$2.80) a share’ take- 
over bid on 4 November. But 
the National Companies and 
Securities Commission — has 
begun an inquiry into the trans- 
actions. Lee got an extra 13 
million shares (equivalent to 
16% of capital) in one parcel 
sold by Adelaide Steamship 
Co. to add to his existing 
19.9% stake. This represented 
20% of  then-outstandin 
shares, the maximum allowe 
for on-market buying by the 
takeover code before Lee was 
required to make his offer, now 
conditional on 90% accep- 
tance, unconditional. ^ - 
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HEART TROUBLE 

Indonesian financier Liem Sioe 
Liong has flown secretly to Australia 
for a heart operation. Founder of the 
Bank Central Asia group, Liem is 
well known for his close links with 
Indonesian President Suharto, a 





relationship extending back nearly 
three decades to the Chinese 
immigrant's start in clove-trading in 
Central Java when Suharto was the 
local military commander. In recent 
years his business empire has 
expanded into Hongkong and other 
Asian centres. 


BELLS FOR PEACE 


The Sri Lankan Government has 
stepped up its purchase of defence 
equipment from Singapore to bolster 
its counter-insurgency operations 
against separatist Tamil militants. 
Last month Colombo bought four 
Bell 212 helicopters from Bell Asia, 

| theSingapore-based subsidiary of the 
American firm, Bell Industries. The 
recent deal was urgent because two 


similar helicopters acquired earlier in 
the year have been grounded for want 
of adequate repair facilities in Sri 
Lanka. Since early 1984, Sri Lanka 
has acquired 16 helicopters used in 
aerial surveillance and as gunships. 
Last month Colombo also took 
delivery of two landing craft from 
Singapore shipbuilder, Vosper Pte 
Ltd, which had originally earmarked 
* vessels for a Middle Eastern 
client. 


CHARGES LIKELY 


Muslim leader Syafruddin 
Prawiranegara, Indonesia's 
revolutionary-era president and a key 
defence witness in the much- 
publicised trial of former Asean 
secretary-general H. R. Dharsono, 
faces possible prosecution himself in 
connection with a sermon he 

reached in August. At a mosque in 

akarta’s dockside Tanjung Priok 
district, scene of a bloody 1984 
disturbance, Syafruddin mourned the 
“Islamic martyrs” killed or injured in 
the army's riot-control action. 
Syafruddin was called in for 

uestioning by the State Prosecutor's 

ffice on the eve of his scheduled 

testimony in the Dharsono trial. The 
septuagenarian economist suffers 
from a heart ailment. 


INSTANT RECALL 


All Vietnam's ambassadors abroad 
were recalled to Hanoi in October for 
consultations. The occasion was 
more than routine — the diplomats 
were called back to be apprised of 


the draft that the Communist Party of | 
Vietnam has drawn up for the sixth 
party congress next year. The draft — — 
report has put a stamp of approval on 
the current economic reformsand has — 
called for simultaneous effort to | 
— relations with China and the — 


JETS GET SET 


With an eve on a possible escalation: 
of Cambodian border confrontation - 
with the Vietnamese armed forces, - 
the Royal Thai Air Force is currently 
upgrading the capacity of its two | 
squadrons of FSE jet fighters. Under | 
a three-year contract with the US Air — 
Force which began in June, the Thais — 
are adding inertial navigation and i 
other avionic — which will . 
improve the FSEs’ air-to-ground 

attack capacity. Not only will the — | 
fighters — the workhorses of the Thai — 
air force until the newly ordered Flós — 
arrive — be able to bomb more 
accurately, they will also be more 
efficient in air-to-air combat. During 
past Vietnamese incursions into | 
Thailand, apart from pounding the f 
enemy with artillery fire the Thais 7 
have often called in FSE strikes. 


DEAD ON COURSE d 


In a recent ambush, Kachin rebels — - 
killed the most senior Burmese army  - 
officer to die in Rangoon's campaign | 
against ethnic insurgencies for many f 
rears, Brig.-Gen. L. Khun Phan, 
imself an ethnic Kachin, was shot 
dead as he left a golf course in 
Myitkyina, the Kachin state capital. 


g. 
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THE WEEK = 


HONGKONG 

The session of the Legislative Council 
which included elected members for the first 
time opened (30 Oct. ). 


INDIA 

A security blanket was thrown over New 
Delhi in preparation for a memorial rally on 
the first anniversary of Indira Gandhi's as- 
sassination (3/ Oct.). About 1,000 Sikh 
youths began a march from Punjab’s capital 
of Chandigarh to the holy city of Amritsar to 
protest against the state’s moderate Sikh 
government (/ Nov.). About 500 victims of 
anti-Sikh riots after the assassination of Mrs 
Gandhi demonstrated near Prime Minister 
Rajiv Gandhi's home to demand stepped-up 
rehabilitation efforts. Six Sikh higitives 
wanted by police for more than a year sur- 
rendered to authorities in Punjab (2 Nov. ). 
A Chinese delegation arrived in New Delhi 
for talks on the border pu (4 Nov.). The 
Veget biggest spy trial opened in secret 
with 17 businessmen and government offi- 
cials accused of passing secrets to France and 







three communist countries, court officials 
said (5 Nov. ). 


MALAYSIA 
Soviet Deputy Premier Yakov Ryabov 
arrived on an official visit (/ Nov. ). 


NEW ZEALAND 

Two French agents, Maj. Alain Mafart 
and Capt. Dominique Prieur, on trial for in- 
volvement in the sinking of the Greenpeace 
protest ship Rainbow Warrior in Auckland 
pleaded guilty to a charge of manslaughter, 
reduced from murder (4 Nov. ). 


NORTH KOREA 

Deputy Prime Minister Kim Yong Nam 
promised in New York that his country 
would rate in searching for the remains 
of 8,000 US servicemen missing from the Ko- 
rean War, members of an American veterans 
group said (5 Nov.). 


PACIFIC 
Greenpeace formally ended its seaborne 





a 


rotest against French nuclear testing in the | 
uth Pacific (2 Now. ). | 
il 


PAKISTAN E 
President Zia-ul Haq arrived in Egypton | 

an official visit (3 Nov. ). Leader of * ban- | 

ned Pakistan People's Party, Benazir f 

Bhutto, challenged Zia to an election show- | 

down as she left for France after two months 

of house arrest (4 Nov. ). 


SOUTH KOREA 

Hundreds of policemen fired tear gas at 
1,500 students who were throwing stones and 
chanting anti-government slogans at a Seoul 
university (37 Oct.). Police stormed the - 
American Chamber of Commerce T3 
four hostages and arresting 14 students,end- |- 
ing a two-hour anti-American, anti-govern- 
ment protest (4 Nov.). 


SRI 
Ten militant Tamils were killed in an am- 
ity forces, the National Secu- 


ush by security 
rity Ministry said (2 Nov.). 
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Marcos deals a snap-election card 





By Guy Sacerdoti in Manila 

fter two years of political and eco- 

nomic crisis, growing communist 
insurgency and pressure from allies, 
President Ferdinand Marcos says he has 
decided to put his 20-year-old regime at 
risk now in order to strengthen it in the 
future. 

In a sudden move which is supposed 
to determine whether Marcos maintains 
the people's support and at the same 
time may settle the question of the 
succession, he called snap presiden- 
tial and vice-presidential polls for 17 
January. However, Marcos left himself 
room for manoeuvre by saying the final 
decision on the election would rest with 
the national assembly, and there is some 
feeling that he is indulging in a political 
bluff. 

His move was immediately chal- 
lenged by the opposition, which plans to 
take the matter to the Supreme Court to 
test the constitutional validity of an 
election law the Marcos-controlled as- 
sembly was due to pass when it recon- 
venes on 11 November. 

Despite Marcos frequent claims 
over the past two years that presidential 
elections would be held on schedule in 
May 1987, the 68-year-old president an- 
nounced the polls during a live TV inter- 
view with a US network in the. early 
morning hours of 4 November. Marcos 
initially excluded the possibility that a 
vice-president would be elected at the 
same time, and implied that he would 
not resign and leave Malacanang Palace 
before the voting, as required by the 
present constitution. 

The mood was mixed among both 
opposition and some government lead- 
ers initially as to whether Marcos really 
intended the polls to take place, or whe- 
ther he was using yet another political 

loy to force the opposition to show its 
Band. One opinion was that Marcos 
would eventually concede that the con- 
stitution prevented him from fulfilling 
his election pledge, and then he would 
call for a referendum which would first 
amend the constitution to leave the op- 
tion of a snap poll open for the future, 
and second, include questions. within 
the referendum seeking support for his 
economic recovery programme, the 
anti-insurgency campaign and a reaffir- 
mation of his own mandate to rule. 

That would leave Marcos his op- 
tions, rebuild support for his local 
Kilusang Bagong Lipunan (KBL) party 
machinery, while avoiding the risk of 
confronting the moderate opposition in 
a head-to-head fight. But as one cabinet 
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Keeping the imbalance 


minister in Marcos’ inner circle told the 
REVIEW: “This is not a ploy. It is for real 
this time." Marcos himself lent weight 
to this view when he bowed to pressure 
and conceded on 5 November that he 
would accept a vice-presidential run- 
ning mate. 

An early presidential poll will test 
the moderate opposition's mettle. Still 
beset by discordant policies and per- 
sonality clashes, the  opposition's 
National Unification Council, com- 


posed of major party leaders and 
presidential aspirants, must come up 
with viable presidential and vice-presi- 
dential candidates quickly, or split their 
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Marcos campaigns: the master player. 


support between two or more candi- 
dates, virtually assuring a Marcos vic- 
tory. 


hile Marcos has said that the major 

issue in the coming elections will be 
himself, the polls will be the first serious 
test for the KBL since it lost 30% of the 
seats contested during the May 1984 
elections for the national assembly. 
With Marcos' health keeping him from 
too rigorous a campaign, he will have to 
rely on government-influenced mass 
media as well as his cabinet ministers to 
rally the people. The snap polls will also 









oil the KBL machinery in the provinces, 
where crucial local elections for gover- 
nors, mayors and other local officials re- 
main scheduled for May 1986. 

And, at the same time, according to 
Defence Minister Juan Ponce Enrile, 
the elections are designed "to test the 
strength of the Left," which has expand- 
ed its influence beyond the fight in the 
countryside to political organising in 
urban areas. It too has been in a quan- 
dary over whether any moderate op- 
position leaders can be supported with- 
out diluting the Left's goals and whe- 
ther a moderate opposition government 
would be susceptable to a national coal- 
ition with leftist elements 
participating. 

Marcos's decision on a 
running mate now be- 
comes of paramount im- 
portance. The election is 
to be for a new term of 
six years, and — assuming 
Marcos wins — whoever 
becomes vice-president 
will automatically succeed 
should something happen 
to him. Marcos is known 
to suffer from a degenera- 
tive disease, which has re- 
curred in cycles over the 
past few years, and it is ex- 
tremely unlikely he will be 
able to serve out a term 
running to 1992.. . 

Senior cabinel sources 
and close presidential ad- 
visers say cryptically that 
though Marcos has ulti- 
mate say over who will be 
chosen as running mate, it 
will have to be someone 
who has credibility with 
the international commu- 
nity and with proven 
domestic political capabi- 
lities as well. That would 
seem to exclude his controversial wife, 
Imelda, who said publicly on 4 Novem- 
ber that she would not be a candidate. 

Enrile and Minister of Labour and 
Employment Blas Ople, who have both 
stated presidential ambitions, would ap- 
pear to be unlikely candidates to avoid 
potential confrontations with Marcos. 
Others likely to be ruled out are politi- 
cally controversial people such as Mrs 
Marcos’ brother, Benjamin Romual- 
dez, at present ambassador to Washing- 
ton, or businessmen Eduardo 
Cojuangco, as the antithesis of the type 
of personalities likely to build credibil- 


PHOTOS AP 


14 NOVEMBER 1985 e FAR EASTERN ECONOMIC REVIEW 


ity with the US and multilateral institu- 
tions such as the International Mone- 
tary Fund. 

More likely, Marcos will choose a 
loyal party stalwart without too much 
independent political clout such as 
Prime Minister Cesar Virata, or Deputy 
Prime Minister Jose Rono, both of 
whom also hail from regions politically 
important, yet distant cnough from 
Marcos’ home province of Ilocos Norte 
in northern Luzon. 

The opposition has bigger problems 
of selection than does Marcos, how- 
ever. The only hope of beating the gov- 
ernment machine is if the various par- 
ties can coalesce under a unified party 
slate. One major group already in- 
volved in hurried negotiations is the 
United Nationalist Democratic Organi- 
sation, which is politically the best 
organised of the parties and has al- 
ready proclaimed its president, Sal- 
vador Laurel, as its choice for presiden- 
tial candidate. But Laurel, who comes 
from a traditional pre-martial law politi- 
cal family, is considered least accept- 
able to those who want substantial poli- 
tical reform and worries many opposi- 
tion leaders because of his unwavering 
determination to run. If the moderates 
cannot agree on a common candidate, 
Laurel could become the election 
spoiler. 


Q; the other political parties — the 
Philippine Democratic Party-Lakas 
ng Bayan and the twin factions of the 
Liberal Party — only one figure, that of 
Liberal Party -co-president Jovito 
Salonga stands out. Salonga, during his 
four-year self-exile in the US, worked 
out a comprehensive plan of govern- 
ment which calls for fundamental socio- 
economic changes aligned to some ex- 
tent with the Left. But there could 
be a question raised about Salonga's 
stay in the US, during which he applied 
for resident status, thus possibly creat- 
ing a problem over his qualifications to 
run. 

The wild card in the oppositions pack 
is Corazon Aquino, the widow of assas- 
sinated opposition leader Benigno 
Aquino, who has steadfastly remained 
above the political fray, but has kept her 
options open in the event she is drafted. 

rs Aquino, many believe, is the only 
choice for a unified opposition, as she 
has presented herself, quite astutely, as 
the moral alternative to Marcos. She 
could garner the support of the power- 
ful Catholic Church along with the 
throngs who joined the spontaneous 
demonstrations after the murder of her 
husband in 1983, as well as utilise the li- 
mited organisational pool of the formal 
opposition parties. 

But Mrs Aquino has her own prob- 
lems. First, it remains unclear whether 
the Left, through its electoral organisa- 


tion, the Bagong Alyansang Makaba- | 


yan (Bayan), would come out in support 


of her candidacy and, if it did, whetherit | 
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Corazon Aquino: opposition wild card. 





could garner significant support in the 
countryside and urban areas in the Visa- 
vas and Mindanao — areas where Mrs 
Aquino has the least natural consti- 
tuency. 

More important, Mrs Aquino would 
have to face charges from Marcos that 
she is simply incapable of running the 
country, given her inexperience in poli- 
tical and economic affairs, which she 
readily admits. But few doubt she would 
be able to form a capable "brains trust" 
of advisers if she did run and win and, 
coupled with her ability to entice the op- 
position into unity, she remains the 
moderates’ best bet. 

The certainty of the snap polls and 
their ultimate timing will not finally be 
known until after the assembly con- 
venes on 11 November. If Marcos sticks 
to his 17 January election date, events 
are likely to happen quickly. But the ul- 
timate questions of the proposed elec- 
ton, at this stage at least, cannot be 
answered except by the cynics. Does the 
opposition have a chance to upset Mar- 
cos given the cards stacked against 
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them? And if not, will a new six-year | 


mandate for Marcos, and his successor 
in the event he is forced to leave the 
scene, bring any new resolve to the nag- 
ging problems of the economy and the 
communist insurgency? 

The cynics would answer that it is all 
vintage Marcos manipulation, with the 
ultimate objective of the pure mainte- 
nance of power. As Enrile explained to 
the REVIEW, “[With the elections] the 
name of the game now is politics, and 
the objective is power.” At this mo- 
ment, nobody plays politics in the 
Philippines as well as Marcos. Oo 
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ment in New Zealand. 
Immediately questions were 
raised as to whether there had been 











T - years of trying. to. introduce 
ough anti-espionage ~ legislation 
pa liament, a group of politicians 
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Supported fully by Prime 
Yasuhiro Nakasone, the bill is 
i by the Japanese legal profes- 
Stand a good chance of passing, 
h probably in a modified form. 
proposed legislation, called the 
lating to the Prevention of Spy- 

ities and So On that Affect Na- 
ecrets,” is a document as excep- 
ally vague in wording as it is in title. 
gueness alone has frightened an 
dulous Japan Federation of Bar 
ssociations, which in October unani- 
usly adopted a resolution calling on 
iment to abandon debate. on the 
Japanese lawyers would like to 
ow what LDP lawmakers mean by 
and so on" in the title, 

Ihe bill, drafted by the Justice 
Ainistry on behalf of the LDP, loosely 
efines “national secrets.” These, ac- 
ording to an appendix to the bill, could 
ount to the "contents of diplomatic 
egotiations with. a foreign govern: 
it.” Under Article 1 of the bill, “r 
ing a national secret for the purpose 
informing a foreign country” consti- 
ites a crime punishable by a minimum 
wo years’ imprisonment. 

A strict interpretation of this article 
ould land foreign correspondents, or 
apanese newsagency reporters, in jail, 
epending upon how the government 
hooses. to define “national secrets,’ 
the definition is entrusted to the 
vernment of the day. Considering the 
rtance of energy to national secu- 
, for example, diplomatic negotia- 
s between Japan and foreign gov- 
nents on coal or oil prices could just 
ly be viewed as a national secret 
Spee i es Or ex- 




















ent ministries ee up ipee und on 
w specific laws should be interpreted, 


. The bill provides for imprisonment 
: Say to 10y years for gathering ir informa- 


s res Technically. it could be 
t sonable offence to report or 





| — and Medii re- 


function which accounts for much of- 





transmit any unpublished: government: 


derived information, other than that au- - 


thorised for release or publication. 
Some Japanese journalists within the 
defence agency's press club insist that 
such a law would make their job impos- 
sible when it is by no means clear what 
constitutes a national secret. 

Morever, one could be jailed for 10 
years for revealing a “national secret” 
without the prosecution having to prove 
that the revelation jeopardised national 
security. The death sentence could be 
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Handbill highlighting threats to press freedom. 


handed down in three types of cases. 
For example, if the passing of national 
secrets to “other people” or a foreign 
country “harms national security in a 
striking way.” 


Ot professional groups. opposing 
the bill include unions representing 
broadcasters, publishers, printers and 
journalists. A grouping of these unions 


has been formed to launch a public- | 


awareness campaign and already has 
held meetings and distributed hand bills 


entreating the Boyer aes to "stop the - 


fascism.” 





Typifying most. press criticism, the | cies to adopt 





law. is. oed: even very basic cii 
rights and the freedom of the press 
could be suppressed in the name of na- 
tional security." 

The bill was submitted to the cabinet 
committee within parliament on 6 June 
by Soichiro Ito, its chief sponsor. But 
the sponsors in this case reportedly were. 


not acting on their own initiative as the 


bill had descended from the party's exe- 
cutive board, chaired by Kiichi 
Miyazawa, which had asked the party. 
members to present it. 

Such bills, which require no budget- 
ary appropriations, need a minimum of 
only 20 sponsors for introduction into 
the lower house. The cabinet committee. 
comprises 30 members, some from op- 
position parties, but the LDP currently 
holds a 16-member majority. A simple 
majority is enough to get the bill out of 
committee and into the house for a vote. 
Once approved by the lower house, the 
bill then needs 10 sponsors for introduc- 
tion into the upper house. 

Although the Japanese press op- 
posed the bill from the outset, there 
were doubts among lawyers and jour- 
nalists whether it would survive even 

committee deliberations. It did; and: 

was given a classification on 25 June 
allowing it to be carried over in the: 
cabinet committee from one parlia-: 
mentary session to another. This legis- 
lative process can keep the bill alive 
until the LDP decides. the time is 
right to risk taking it to the house 
floor. According to Seikicht Ueda, a 
lawyer who has published a number of 
books on the subject of anti-spy legis- 
lation, the device of “carry-over de- 
liberation" had not been used for 3 
years. Bie th, i 

Lawyers are now concerned that it 
may be difficult to stop the bills pas- 
sage. They see the threat to constitution- 
ally guaranteed freedoms as no less real 
because it is not immediate. Because 
about five LDP seats are vacant as a re- 
sult of deaths, the party would need to 
enlist all the support of its New Liberal 
Club (NLC) coalition partner to get the 
bill through. Although the NLC ap- 
pears to have withdrawn its earlier sup- 
port for the bill, some political obser- 
vers believe the party could be swayed 
back on the promise of certain. revisions 
to the bill. 

Even if the bill does not become law 
or does so after undergoing a major re- 
vision, the Federation of Bar. Associa- 
tions is disturbed that the kind of think- 
ing reflected in the original bill exists in 
Japan at all, let alone thrives in the 
upper echelons of. the LDP. | 

The LDP's determination to get. the 
bill passed is evidenced by ‘their 
ing ocal assembli | ! 



















the legislation, a tactic one Japanese 
newspaper has called “filling in the 
outer moat” first. Further, LDP mem- 
bers have set up a number of informal 
policy-discussion groups to explain the 
bill in an attempt to build up a favoura- 
ble. consensus. 

Moves have been afoot within the 
LDP to enact anti-spy legislation since 
1972, when then prime minister Eisaku 
Sato, angered over leakage of Foreign 
Ministry cables, argued for a secrets- 
protection law. The current initiative, 
however, properly dates to February 
1978. when Japan and the US agreed on 
a guideline for defence cooperation in 
areas such as intelligence sharing and 
joint military exercises. 

Numerous bills have been drafted, 
but a lack of intra-party consensus pre 
vented the introduction of each into 
parliament. A sufficient level of consen- 
sus has now been reached amid a hawk- 
ish political mood supportive of higher 
defence ‘spending. Opponents of the 
prime minister count the anti-spy bill as 
another example of his attempt to “set- 


tle post-war accounts. ^ 
p army and navy penal codes 
made the crime of spying for a for- 
eign country punishable by death. The 
codes also provided the death penalty foi 
passing military intelligence to a foreign 
power. Those laws were scrapped dur- 
ing ithe. Allied forces’ Occupation of 
Japan because there could be no mili- 
tary secrets to protect if the possession 
and maintenance of military forces were 
outlawed by the constitution. That is the 
constitutional problem legislators today 
face in trying to enact laws intended to 
protect military information, hence the 
reference to “national secrets.” 

Lawyers opposing the bill believe its 
objectives could be safely achieved by 
amendments to existing laws. Although 
Japan has no anti-espionage law as 
such, there is a Civil Service Law, undet 
which a civil servant commits a punish- 
able offence if he releases classified infor- 
mation without authorisation 

The Self-Defence Forces Law con- 
tains similar safeguards. The maximum 
punishment under both these laws is à 
year's imprisonment on a single charge 
of theft of documents. However, US 
military “Secrets are, lawyers feel, 
adequately protected by a 1954 law pro- 
viding a prison term of up to 10 years for 
anyone convicted of divulging classified 
information concerning the US forces in 
Japan. 

But these statutes nonetheless leave 
the Japan Self-Defence Forces virtually 
unprotected. Conservative politicians, 
eager for the new legislation, often but- 
tress their cause with loud, emotional 
references to Japan as a “spies paradise.” 

In some respects they may be right. 
When. Yukihisa Miyanaga, a retired 
major-general of the Ground Self-De- 
fence Force was found guilty in 1980 of 
having supplied the Soviet Union with 
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land of Hokkaido and the positioning 
and strength of Chinese armed forces as 
known to Japan, he could be sentenced 
to only one year in prison under the 
Self-Defence Forces Law. The sentence 
did not match the severity of the crime 
in the eyes of many LDP members and 
defence agency authorities. 

Although the Miyanaga case at the 
time represented Japan's biggest post- 
war spy scandal and prompted the draft- 
ing of a number of anti-espionage bills 
by the LDP's research commission on 
security, even in its long wake none of 
the bills could be introduced into parlia- 
ment because of divisions within the 
LDP. 

It is not clear what forces have 
caused the party to unify sufficiently to 
get the current bill introduced. If the 
legislation is something most have 
wanted all along but did not wish to say 
so, they at least can save themselves by 
arguing that Japan must have an anti-es- 
pionage bill in consideration of its closer 
defence links with the US. As both pow- 
ers have standardised their military 
equipment in accordance with the 1978 
co-operation guideline, the distinction 
between US and Japanese military 
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Miyanaga: LDP divided. 


secrets becomes increasingly blurred. 

Leaks from the Japanese defence es- 
tablishment to the local media on a 
number of joint military manoeuvres 
have been a sore point between Tokyo 
and Washington for years. And there is 
now also some suggestion, unsubstan- 
tiated but perhaps dune that the 
US is reluctant to share Strategic De- 
fence Initiative, or "Star Wars," tech- 
nology unless Japan moves quickly to 
enact an anti-spy bill. 

Another argument, proferred by 
some Japanese political commentators, 
is that the move for the new legislation is 
not a result of any "foreign pressure" 
but simply a policy line consistent with 
other equally controversial political 
goals the prime minister has set in his 
drive to rid Japan of the inheritence of 
some reforms imposed during the Occu- 


pation. oO 
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Shifting to the offensive 


A former Jakarta governor testifies in a subversion trial 


my! 


By Lincoln Kaye in Jakarta 


Tt testimony of Jakarta ex-governor Ali Sadikin, drew the biggest turnout 
yet in the the subversion trial of retired army lieutenant-general H.R. 
Dharsono. Cheering Dharsono supporters have packed the central Jakarta 
courtroom week after week since August when the hearings . But when 
Sadikin, a retired marine lieutenant-general, took the , the crowds 
spilled out onto the verandahs and filled the adjacent parking lot, where 
loudspeakers broadcasted the proceedings. Some of the spectators identified 
themselves as Jakarta-area students or veterans of the pre Siliw 
Division — Dharsono’s former command. They cheered every time Sadi 
delivered himself of one of the peppery — that have become his po- 


litical trademark. 

se this pede bet su —— not the main — — at — 
Dharsono’s team of prominent defence lawyers were case, - 
cal observers suggested. Rather, they hope to influence opinion in the senior 
ranks of government and the armed forces about the way last year’s Tanjung 
Priok riots were quelled. Dharsono is charged with undermining the edgy sta- 
bility of the capital in the wake of the incident and discrediting the government 
in a pamphlet, known as the White Paper, that he signed along with Sadikin 
and other prominent oppositionists. The document questioned official ac- 
counts of the riot and called for an independent inv on. 

Far from wanting to disrupt the peace, Sadikin t , the signatories of 
the White Paper proposed setting up a fact-finding commission to dispel 
rumours and restore „2o emors 
public faith. Crucial 
questions remain un- 
resolved about Tan- 
jung Priok, he main- 
tained, despite armed 
forces commander 
Gen. Benny Mur- 
dani's report the 
morning after the 
riots that only nine 
people had been kill- 
ed. (More recently, 
Murdani has confirm- 
ed that the death toll 
was 18.) To prove his 
point, Sadikin offered 
the court a list con- 
taining the names of 
50 people who he said 
have been missing since the incident on 12 September 1984. He also cited 
—— of troops shooting indiscriminately and army trucks running over 
victims. 

The detailed review of the Tanjung Priok affair in the courtroom has subtly 
shifted the grounds of the hearing, with the government, rather than Dhar- 
sono, now appearing to be on . one Dharsono supporter, who has fol- 
lowed the proceedings closely, said. Com with other recent political 
trials in Jakarta (REVIEW, 23 May and 29 Aug.), the judges and even the pro- 
secutors in the Dharsono case seem eager to be fair to the defence. 

A high proportion of the defence team's requests for witnesses were 
pud y the court, including such “big guns" as and Muslim leader 

jafruddin Prawiranegara. Other Dharsono backers, such as retired air vice- 
marshall Suyitno Sukirno and former cabinet minister Slamet Bratanata, were 
called as prosecution witnesses — to the considerable surprise of defence 
counsel. Even more surp has been the manner of questioning by the 
judges and prosecutors, which has in effect given these witnesses an rtu- 
nity to try justifying the White Paper and probe the T ‘ 

ji way of contrast, a more "d a marks the trial of 
A. M. Fatwa, secretary of the opposit * Petition of 50" group and a fire- 
brand Muslim preacher, which began at almost the same time as the Dharsono 


hearing. 





Sadikin; Dharsono: government on trial. 
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They say things will never 
be the same again. 
Would you mind one exception? 
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usine 
The BAe 125 is the world's best-selling 
mid-sized business jet. I 
With the refinements made to the 
latest model this fact should remain un- 
changed and unchallenged. 

It stands to reason that the world’s 
most efficient business jet should fly further 
and with more passengers than any other in 
its class. 

That it should require less mainten- 
ance due to design excellence and quality 
engineering. — 

It not only flies further than any of its 
competitors, it does so with the largest 
cabin interior and baggage compartments. 

Then again, what would you expect 
from. British Aerospace, the creators of 
Concorde. 

Simply this, the BAe 125/800, the most 


efficient business jet inthe world. — 77 
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British Aerospac iini 100 Pall Mall — 
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When the Norwegian Telecommunications Administration wanted p 
modernize the country s phone pm they looked ahead to the Im of 
system they'll need in 
future. 

They saw that any system 
they install now would Nave to 
easily take on new features 
when new technology comes 
along. Without disturbing the 
8 architecture of the system 

Which is why the pro- 
gressive Norwegians saw 
the need for over a half- 
million equivalent lines of 
ITT System 12^ 

In an open competition 
System 12 was Norway's 
choice over international com 


ITT System 12 is everything Norway panies like L.M. Ericsson 
wants ina digital phone system today. CIT Alcatel, Northern lelecom 
And tomorrow. and NEC. 
Because System 12 is the 

one fully digital switching network with the flexibility—in its capacity 
and operation—to help Norway's telecommunications grow well into the 
next century. 

How? 

With fully distributed control, a patented feature of System 12 

It controls voice and data traffic, simultaneously, with many individua 
microprocessors, instead of a central computer. And handles both with 
equal ease. 

So the system expands simply and economically For more lines or 
more services. 

System 12's unique digital switch is a product of $875 million in 
research and development by ITT engineers worldwide. 

This contract makes Norway one of 21 countries that have orderec 
System 12. 

When you consider all that System 12 will do for Norway s telecommu- 
nications today, imagine what it will do years from now. 











Celebrate 
The Difference. 


Comfort. It’s the little touches we 
put in to make you feel really at 
home. The thoughtfulness that 
Says you're always our guest-of- 
honour. Warm, friendly and 
attuned to your needs, Pan Pacific 
Kuala Lumpur is the difference 
you'll not find elsewhere. 

From the very moment you step 
in, our attention is focussed 








on your well-being. All the way. 
Pamper yourself. Celebrate the 
difference with us. 


600 Rooms € Six Restaurants and 
Bars € Convention Facilities € 
Business Centre € Health and 
Recreation Centre © Swimming 
Pool € Shopping Arcade e 
Limousine Service 


) \ I Dj / 
NA PAN PACI 
KUALA LU? UR 
OPENING DECEMBER 15 ‘85 
For reservations, call: 03-293-5555, 293-6555 
Telex: MA 33706 PPHTKL 
Post Code: 50746 Kuala Lumpur. P.O. Box 11468 


(02) 264-1122 


(02) 296-8678 
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Sydney, Australia 
»ingapore 

Hong Kong 
Tokvo, Japan 
London U K 


Los Angeles, USA 


(5) 891-1391 

(03) 214-3001 

(01) 491-3812 

FIT (800) 663-1515 
Group (800) 538-4040 


PAN PACIFIC HOTELS 


Singapore € Pangkor @ Malacca * Penang € Vancouver è 
Auckland € Sari Pacific Jakarta e Sonargaon Hotel Dhaka 
€ Hotel Le Lagon € Kyongju Tokyu Hotel è Palau Pacific 
Resort è Indra Regent Hotel è Rova! Cliff Beach Hotel 


DID YOUR 

COMPANY 

MAKE THE 
'REVIEW 600? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
history. 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 
products and many, many 


more. 


As the world’s premier publi- 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes- 
sions more cost effectively 
than any other publication in 
Asia 


To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600. 


For a composite of every ad- 
vertisement carried write, on 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd 
GPO Box 160, Hong Kong 
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Lady with the basket — terracotta figurine, I 








On Pakistan International, you'll find that 
our traditions have not faded with time. 
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Pakistan international 
Great people to fly with 





FLYING TO: ABU DHABI, AMMAN, AMSTERDAM, ATHENS, BAGHDAD, BAHRAIN, BANGKOK, BEIJING, BOMBAY 
CAIRO, COLOMBO, COPENHAGEN, DAMASCUS, DELHI, DHAHRAN, DHAKA, DOHA, DUBAI, FRANKFURT 


ISTANBUL, JEDDAH, KATHMANDU, KUALA LUMPUR, KUWAIT, LONDON, MANILA, MOSCOW, MUSCAT, NAIROBI, NEW Yí 
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World banking 
is our business 


BNP is Europe's largest bank, 
with a worldwide network 
operating in 74 countries. 


subsidiaries and R} 
representative offices H 
throughout the Pacific RH 

Basin, BNP is ideally R E: 
placed to meet your HERRIE: 


busi d 
bankina needs. BNP 
BANQUE NATIONALE de PARIS 


Head Office: 16 bid des Italiens, 75009 Paris 
Tel.: 4244.45.46 - Telex: 280605 
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HONGKONG 


Conversations in the new Legco: Peking's bottomline. 


SOUTH CHINA MOANING POST 


Arm’s length from London 


Westminster says political reforms are not its responsibility 


By Emily Lau in Hongkong 


eres has put the onus of political 
reform in Hongkong during the run- 
up to Peking’s reassertion of authority 
squarely on the territory's own govern- 
ment. Britain’s newly appointed For- 
eign Office minister responsible for 
Hongkong, Timothy Renton, on his 
first visit said London would not inter- 
fere with constitutional reforms here, 
nor did it intend to foist Westminster- 
style democracy on Hongkong, which is 
to be returned to China in 1997, 

Short of saving London had washed 
its hands of Hongkong. Renton told a 
press conference on 31 October at the 
end of the five-day visit, that the terri- 
tory should independently develop its 
own system of government. Trying to 
distance Britain from Hongkong, Ren- 
ton said London's job is only “to ad- 
vise, if our advice is asked" and to help 
develop a system that suits Hongkong 
and reflects the wishes of its people. 

A Hongkong Government source 
said Britain cannot be seen by Peking to 
be spearheading democratic reforms'in 
Hongkong because the Chinese leader- 
ship has always been suspicious that 
London has some sinister blueprint for 
Hongkong which would make it difficult 
for the territory to be reunited with 
China. However, the source asserted 
that Peking does not want to fly in the 
face of Hongkong public opinion if it 
can help it, so whatever emerges must 
be seen to reflect the wishes of Hong- 
kong's people. 


Despite Renton's attempt to play 
down Britain's role in the territory's 
proposed constitutional changes, the 
source conceded that all constitution- 
al developments in the territory prior 
to 1997 will have to be vetted in Lon- 
don. 

For example, a proposed 1987 green 
paper that would review already im- 
plemented political reforms and recom- 
mend future reforms, though written 
by the Hongkong Government, will 
have to be approved by London. So the 
initiative for change, the source said, 
will come from Hongkong, with Lon- 
don playing an advisory role on tech- 
nical, legal and constitutional ques- 
tions. 

"Britain does not wish to impose 
anything on Hongkong, and it does not 
want to be criticised for having precon- 
ceptions. Obviously Britain wants to set 
up a system of government in Hong- 
kong which the Chinese will not pull 
down after 1997. In order to so this, we 
must know what the Chinese want," the 
source said. 

He contined: "At present, China 
probably does not know what it wants 
for Hongkong, but neither do the Hong- 
kong people. The constitutional deve- 
lopments so far have been acceptable to 
all sides. But we cannot decide what to 
do next yet. We must find out what 
Hongkong wants and what China 
wants.” 

It is understood the British Foreign 


Office thinks it has no choice but to take 
notice of China’s wishes but it does not 
expect the subject to be brought up in 
future meetings of the Sino-British Joint 
Liaison Group (JLG), a diplomatic 
body set up to liaise and consult on 
the implementation of the Sino-Bri- 
tish joint declaration on Hongkongs 
future. 


i owever, if the Chinese do decide to 
raise it at the JLG meetings, the 
British will respond by probing Peking 
on the contents of the yet to be pub- 
lished Basic Law, a mini-constitutton 
for the future Hongkong Special Ad- 
ministrative Region, which is currently 
being drafted by Peking. Hongkong's 
political reforms must not be in conflict 
with the Basic Law 

The British expect the Chinese to 
raise the matter during informal con- 
tacts. The source stressed that while the 
drafting of the Basic Law is viewed by 
Peking as an internal Chinese matter, its 
content must be in line with the joint 
declaration. If not, the British will raise 
objections, the source said 

Unofficial (non-civil servant) mem- 
ber of the Executive and Legislative 
councils, Allen Lee, said Britain 
does not care what happens to Hong- 
kong over the next 12 years so long as 
political and economic stability is main- 
tained and developments in the terni- 
tory do not adversely affect Sino-British 
relations. Lee said China's biggest con- 
cern over political reforms in Hongkong 
is that members of the Legislative 


| Council (Legco), the territory s law- 


making advisory body, be elected di- 
rectly. “That is Peking's bottom line,” 
he said, “and I myself don't support a 
wholly directly elected Legco.” 

Although the Hongkong Govern- 
ment's white paper, or policy docu- 
ment, on representative. government 
published in November 1984 revealed 
that many people here would like to see 
"a significant number of directly elected 
[Legco| members by 1997," Lee said the 
situation has changed and that, arm is 
“unattainable.” "Let's be realistic. Do 
you expect those 24 indirectly elect- 
ed Legco members to support a com- 
pletely directly elected Legeo which 
means losing their own constituencies? 
| say we should start off with direct 
election for one-quarter of Legco im 
1988, and see where we go trom therc,” 
he said. 

On the issue of giving full British 
citizenship to Indians in Hongkong who 
are currently holding British dependent 
territories citizen passports and who will 
become British Nationals (Overseas) in 
1997, the government source Said this is 
out of the question because giving In- 
dians preferential treatment would be 
strongly opposed by local Chinese who 
also would like full British citizenship 
Besides, the source said, London cannot 
be seen to be acting contrary to provi- 
sions of its own immigration laws Oo 





FAR EASTERN ECONOMIC REVIEW e 14 NOVEMBER 1985 


E ÀJ 
& s "s 
— — 




















A, A : Y F. 4 JOLLA * 
NALAT OIA | 


" 
"q 
^ 

LI 

d \ 
| 


— settlin 







d [] 
ESSA 2 
: » 


P Ga Ve 


| Bow to the civil servants 


B D 


z "x" 
4 aS * 11 9 > ! 


* 


Government backs down on pay demands in the face of a strike 


By Suhaini Aznam in Kuala Lumpur 


AS months of sparring, a threaten- 
ed showdown between the Malay- 
sian Government and civil servants over 
pay demands was averted at the 11th 

our when Prime Minister Datuk Seri 
Mahathir Mohamad met civil service 
union leaders on 30 October. 

At the long-awaited meeting, Maha- 
thir assured the Congress of Unions of 
Employees in the Public and Civil Ser- 
vices (Cuepacs) and the five National 
Joint Councils that pay revisions would 
be forthcoming — no dates were speci- 
fied. The nominal pay rise in June, 
which accelerated the protests, was an 
interim revision, he said. 

Reciprocating this sign of good faith, 


= Cuepacs directed its affiliates to sus- 
| E plans for a nationwide strike on 15 
Januar 


. However, Cuepacs president 


- Ahmad Nor, clearly indicating that the 
. unions were keeping their options open, 


said: "This decision will be reviewed 
from time to time." 

In addition to straight pay demands, 
the unions also submitted a list of re- 


! . lated negotiating demands to Mahathir: 


» Tax exemption and personal relief so 
that salary adjustments would not be af- 
fected. 

» Increased housing allowances. 

> A minimum annual increment of 
M$20 (US$8.2), or 5% of salary, which 
— ever is greater. 

» Annual salary adjustments based on 
annual cost of living increases. 

The new conciliatory mood between 
the government and the more than 
870,000 of its employees represented by 
the unions is remarkable, given the 
speed with which both sides shifted 
from their respective hardline stands of 
the past several months. 

e government had adopted a 
“don’t hold us to ransom” attitude and, 


| in September, Mahathir had vowed he 
| would not negotiate with anyone who 


“held a gun" to his head. On the unions’ 
behalf, Ahmad rejoined: "We mean 
business.” 

The uncharacteristic show of disaf- 
fection from civil servants has been un- 
for the government. Civil ser- 
vants form the goverment's backbone of 
support, implementing government 
—— and enzuring the ruling 

ational Front. coalition's return to 
power after each election. 

Although civil servants in manage- 
ment and professional positions are for- 
bidden from joining political parties and 
those in lesser jobs may only do so with 
special permission from the govern- 
ment, they are as a whole identified with 
the coalition. For the government, the 


recent opposition from within its ranks 
was viewed as disloyalty, explained a 
senior civil servant. 

The government and civil servants 
have been exchanging insults, charges 
and counter-charges since 12 June when 
the government, in response to pay-rise 
demands submitted in November 1984, 
granted M$15, M$25 and M$35 incre- 
ments for employees in categories C and 
D, the lower income brackets compris- 
ing teachers and clerical and manual 
workers. Employees in categories A 
and B received no rise in salary. 

Insulted by the government's re- 
sponse, union leaders organised infor- 
mation rallies to brief members on the 
issues and background of union de- 
mands. Civil servants formed picket 
lines during lunch breaks and after of- 
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Civil Servants picketing: showdown averted. 


fice hours which, according to Cuepacs 
estimates, grew to 2,000-strong in small 
towns and 8,000 in state capitals. 

On 1 October, Cuepacs staged its 
first nationwide protest when the gov- 
ernment refused to negotiate. A second 
such protest, scheduled for 23 October, 
was cancelled when Mahathir an- 
nounced on 22 October his willingness 
to meet union leaders — just three days 
before the 1986 budget was to be pre- 
sented to parliament. 


[jose in the union-organised pri- 
vate sector, where collective agree- 
ments are renegotiated every three 
years, there are no written provisions 
for regular pay negotiations in govern- 
ment service. However, Ahmad said 
the government had agreed to abide by 
the recommendations of the Harun 
Commission;. which in January 1970 
suggested pay revisions be made every 
five years. LY 
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cannot afford to — pay rises now, Fi- 
a 


nance Minister Daim Zainuddin said. 
The national budget for 1986 has allo- 
cated M$7.7 billion, amounting to 35% 
of total government expenditure, for 
public-sector emoluments. By 1990, this 
alone will cost the Treasury M$11 bil- 
lion, with an additional M$1 billion in 
pensions. 

In 1983, one in every 17 Malaysians 
was a government servant, Daim said. 
Reducing the size of the civil service 
would mean savings which could fi- 
nance more development projects of di- 
rect benefit to the people, he said. Par- 
ing the civil service down to a manage- 
able size has become a major problem 
for the government. 

Ahmad argues simply that the gov- 
ernment, as an employer, is responsible 
for providing its workers with decent 
working conditions and a Sing wage. 
Civil servants’ wage increases, he said, 
have always lagged behind the ever-in- 
creasing cost of living. 

Malaysia’s consumer price index 
(CPI) rose an estimated 26% between 








1980 and 1984, and wages should have 
matched at least part of that increase, 
Ahmad asserted. Instead, he said, a 
salaries revision in 1980 granted only a 
6-19% increase. He argued that since 
wages were already lagging 14.4% be- 
hind CPI jumps between 1970 and 1978, 
there is a 49.3% wage-increase shortfall 
to make up against the CPI. The last pay 
revision was done in 1980. 

In September, at the annual assem- 
bly of the United Malays National Or- 
ganisation (Umno), the major compo- 
nent of the National Front, delegates 
lashed out at the civil servants calling 
them ingrates. Ahmad took a particu- 
larly hard beating, with one delegate al- 
leging that despite Umno having helped 
"place him" as Cuepacs president — a 
person traditionally held by Indians — 

e now turned around to stab his friends 
in the back. Ahmad points out that he 
was elected to the union post. with a 
margin of only seven votes. 
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he attacks at the assembly are nar- 
ticularly bitter because of Ahmad's links - 
with the recently organised opposition - 
Parti Nationalis Malaysia (Nasma) to 
which he was named deputy president. 
Following accusations that he was trying 
to provide a paa platform for his 
union, Ahmad resigned the party post. 
Among its other objectives, Nasma is 
supposed to stand up for workers. 








M alaysia has little tradition of unions 
and collective bargaining. Given its 
feudal social heritage, the government 
is viewed as paternalistic and, there- 
fore, one which should generally be 
obeyed. But this attitude is changing 
and, in addition, the government is hav- 
ing difficulties attracting graduates — 
mainly because the private sector offers 
them better pay, more challenging 
careers and greater prospects for rapid 
promotion. 

Those who opt for the civil service do 
so for the security it offers — pension 
benefits, free or nominal charges for 


family medical services, soft housing 
loans and no retrenchment no matter 
how bad the economy. A majority of 
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Ahmad: keeping options open. Singapore in 
the graduates who do join the service e AIHEX is South East Asia's largest di | 
are scholarship holders who are con- hard h jast 
tractually bound to serve the govern- araware Snow. off 
ment. Even then, many have been e AIHEX has been expanded to iy 
aea to buy themselves out of their include a special section devoted to 
onds. 
Phi stationale behind the pago de. Housewares, Tableware, Lawn and 
mands is to bring public-sector wages Garden and DIY products. : 
more in line with those of the private e For the very first time, AIHEX '85 
sector, which has been more successful will be fully computerised. 


in keeping wages in step with cost of liv- inite i 
ine ires. e Exhibits include: Hardware e 


The only other way to narrow the Housewares * Lawn & Garden f 
gap would be to implement some sort of Equipment e DIY Products 


wage-control policy for both the public 

and private sectors, Ahmad said, Be there to see 
reiterating an old civil service union sug- it all. 

gestion. The feasibility of imposing such 


controls on the private sector, however, 
is doubtful — especially oe the gov- Cahners 
ernment's present trend to privatise Exposition 
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S reviews its guidelines on accepi Vietnamese 





y Nayan Chanda in Washington 


decade after the fall of Indochina 
to communism, and the absorption 
f 800,000 Indochinese refugees into 
ie US, Washington has begun a policy 
iew that may lead to a gradual sub- 
ution of the refugee resettlement - 
rogramme with that of an immigration 
rogramme and could mean a consider- 
ble closing of the American door. By 
eciding to draw Vietnam into this 
:view process, the US also appears to 
e broadening its bilateral agenda with 
ano, 

A five-member independent panel 
ip by US Secretary of State George 
ultz left on 3 November for a trip to- 
utheast Asia in order to examine the 
ndochinese-refugee situation. and the 
$ policy responses and options. Apart 
m visiting refugee camps in Thai- meee 
nd, Malaysia and. Indonesia, the HNDOCHINESE 
anel, led by Robert Ray, former gov- ! 
rnor of lowa, was to visit Hanoi and | 
entiane to discuss ways to stop the 

xodus at the source. 

n a letter to Shultz on 17 October, 
en. Edward Kennedy, ranking minor- 
ity member of the senate subcommittee 
for immigration and refugee policy, 
urged that the US seek a permanent sol- 
ution to the Indochinese refugee prob- 
lem by dealing directly with Hanoi at a 
Ponia level. 

- "If we are truly committed to the suc- f 
cess of the Orderly Departure Program- | 
me [ODP] programme I believe the ad- 
mininstration will need to give far great- 
r evidence of this concern both to the 
jetnamese directly as well as to mem- 
bers of congress," Kennedy wrote. He 
uggested that the administration send | 
Oo “Hanoi on a regular basis a higher [i 
À elegation than that which meets | 
y through the United Nations į 
g ommissioner for — ; 
EIE in Geneva. 





REVIEW that the panel. has been 
mandated to answer six major ques- 
tions: 

» How to maintain first asylum in 










declining resettlement offers. . 






| role in the refugee programme by the 

UNHCR and international burden- 
sharing on refugee matters, ^ 

» How to make the ODP a more effec- 
tive alternative to clandestine flight, in- 
cluding ways:to gain the release of 
political prisoners in “re-education 
camps.’ 

» Whether and how to transfer family 

.reunion cases to regular immigration 
channels. 

> What approach to take on the Thai- 












































| UNHCR border-screening programme 
a Lao refugees. 
nd to the new situation 

















nd release of fpo tical T Ken- 








on of the panel and the 
have come in the wake 
concern among a sec- 
nistration and congress 





calling fora change i in 1 the US bera 
hether it is designed to or not the 
genda of the refugee panel seems to 
ddress various congressional concerns. 
he panel will make recommendation 
hultz on necessary changes in US. 
y. Adminis ation sources told the i 











ut name, straining re- 









malities refugées s: 





friction. 





Southeast Asian countries in the light of | 


» How to ensure the continued leading 





ing in. Pao but | along t Cambodia border which . 
il meeting at a much han 250,000 displaced 
question of the ODP ‘hai 


resettle ment program- | 


d be used for genuine - 







Pressure has also — | building Jp : 





between hard- — Viet- 
namese immigrants and local residents 
who feel threatened by the competi- 
tion, 

As one source put it: “A lot of people 
feel that by taking nearly a million In- 
dochinese refugees i in the last 10 years 
the US has paid its moral debt to In- 
dochina and the time now has come to 
gently bring the curtain down." Offi- 
cials take pride in the generous refugee- 
resettlement policy calling it “the most 
important international. humanitarian 
success in recent history," but warn 
that the time has come to take a fresh 
view. 

According to former US coordinator 
for refugee affairs Eugene Douglas — 
who gave up his post at the end of Oc- 
tober — it has become increasingly clear 
over recent years that it is no longer the 
fear of persecution — the criteria for re- 
fugee status — but economic, family- 
reunion and other needs which are be- 
hind the departures: 

"Consequently, we must not allow 
our refugee admissions. policies to in- 
clude admissions of persons.who do not 
have valid claims to that status and for 
whom other solutions should be sought 
or are available," he said. The con- 
gressional concern about the continued 
flow of refugees cuts "across party 
lines. 

Earlier this year Sen. Alan Simpson, 
deputy leader of the Republican Party 
in the senate and chairman of the senate 
immigration subcommitee, said: “I 
have come to believe that we have an 
immigration situation rather than a 
traditional legal-refugee situation." The 
new congressional mood had its first 
manifestation in September when oppo- 
sition from both House and senate lead- 
ers forced the administration to further 
reduce the proposed ceiling of 40,000 
Indochinese-refugee admission in fiscal 











| year 1986 to 37,000 — the lowest figure 


since the second surge of exodus in 
1978. However, the administration pro- 


posal for an additional 8,500 to be re- 


ceived from Vietnam under the ODP 
was untouched.» | | 

There is an increasing recognition 
that giving people opportunity for legal 
departures from Vietnam through chan- 
nels such as ODP and stricter screening 
of refugees in the camps could reduce 
the flow. 

Outlining the approach the US is 
now taking, Shultz.said that the US 
would support bilateral and interna- 
tional measures to reduce the numbers 
arriving-in first-asylum countries who 
do not meet refugee criteria. A T hai 


Government. programme initiated - in 





July to screen Lao. refugees was an 
Dé ge that the Us was so with 











The Requirement: An ATC system with exceptional 
reliability for today, and room to grow for tomorrow: 


The ‘Technology: Lockheed Electronics pre- displays for flight progress monitoring and simplified 
sents a new generation of Air Traffic Control systems. human-machine interface make the Lockheed a 
Systems built to handle an ever-increasing workload. proach the most modern in the world today. This fan 
Systems whose advanced technology design achieves safe system is now being implemented for Tarwa 
new levels of dependability. As a specialist at implementing all aspects 

Lockheed's approach is unique. It distributes the automated Air Traffic Control, Lockheed Electronics 
workload over a network of fault-tolerant computers. has years of experience in Europe, the U.S., ti 
Each computer's own internal back-up hardware lets Middle East and Asia. 
it operate continuously. So electronic component Look to Lockheed for ATC technology 
malfunctions are detected and isolated and circuit count on today, and build on for tomorrow. Fo | 
boards may be replaced without interrupting the further information, contact: N. Huseland, Lock! l 
operational system. Air traffic safety is significantly Electronics, Plainfield, New Jersey 07061-15 | 
enhanced because air traffic controllers can rely on (201) 757-1600. { 


the increased availability of the fail-safe system. 


The Lockheed system brings new technology to = Lockheed Flectronics 


the world of Air Traffic Control automation. Fault- ? 
tolerant computers, intelligent peripherals, electronic Leadership in lechnology 
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| strict enforcement of the criteria in ad- 
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mitting refugees to the US. Those who 
left for family-reunion reasons and are 
already in camps in Southeast Asia 
"should, to the degree possible, use nor- 
mal immigration programmes," he said. 
He promised that the US would con- 
tinue to work on "improving the avail- 
ability and use of safe and orderly mig- 
ration programmes from the countries 
of origin." 


Hv improvement of such pro- 
grammes and in particular the US 
desire to resettle tensof thousands of em- 

loyees of the former regime who have 
E. or are currently in re-education 
camps in Vietnam, requires closer col- 
laboration between Hanoi and Washing- 
ton. While relatively high-level contacts 
have been maintained with Vietnam 
over the MIA issue only middle-level 
officials were assigned to deal with Viet- 
nam on ODP. Until now Washington 
has rejected a Vietnamese call for politi- 
cal-level talks to discuss bilateral issues 
mainly out of fear that Hanoi would 
exploit such contacts to break out of 
diplomatic isolation. 

By despatching an independent 
panel to discuss the questions of orderly 
departure and release of political pri- 
soners, Washington has crossed another 
barrier. Informed sources said that a 

Ositive Vietnamese response to the de- 
egation may pave the way for a Hanoi 


. visit by the Assistant Secretary of State 


for East Asia and Pacific Paul Wol- 
fowitz. 

Some, however, fear that by insert- 
ing the question of political prisoners' 
* the US may be further com- 
plicating the question of Vietnamese co- 
operation in orderly departure. 

In May 1984 Hanoi offered to release 
all the. political prisoners if the US 
would take them. But after Shultz pro- 

sed to take 10,000 people — prisoners 
iod the# families ia Hanoi renised to 
discuss ##e question (REVIEW, 24 Jan. ). 
Analysts believe that the offer by Pre- 
mier Pham Van Dong and Foreign 
Minister Nguyen Co Thach ran into op- 
position from the Vietnamese security 
apparatus. 

While the Vietnamese may not be 
forthcoming on the sensitive question of 
Ene. high-level contact may help 

ridge the gap that exists between the 
list of people eligible for orderly depar- 
ture selected by Vietnamese authorities 
and the list submitted by the US. 

The US has been encouraged by 
Vietnamese cooperation in organising 
the departure of 4,000 Amerasian child- 
ren and family members in 1985 (com- 
pared to anti 2,200 in fiscal year 
1984). | 

An extension of similar cooperative 
attitude on other ODP cases could not 
only reduce the illegal departure and re- 
lieve pressure on refugee resettlement, 
but also help to improve the climate be- 
tween Vietnam and the US. u 
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New wave of piracy 


Refugees are still in danger despite international help 


By Rodney Tasker in Bangkok 
J ust a few years ago, the world’s hor- 
rified attention was caught by the 
plight of defenceless boatloads of Viet- 
namese refugees being robbed, mur- 
dered and raped by pirates in the Gulf of 
Thailand. At that time, from 1979-81, 
thousands of Vietnamese were stream- 
ing from the shores of their country — 
mostly from the newly communised 
south — and falling easy prey to mainly 
Thai fishermen who saw them as targets 
of opportunity. 

The international community rallied 
round to help the Thai Government 
combat this awful form of seaborne 
crime, which had long been an unattrac- 
tive feature of the gulf and other parts of 
the region, but was now being directed 
at pitiful groups of refugees. First the 
US in 1982 gave US$2 million to the 
Royal Thai Navy to help it step up pat- 
rols in a bid to deter the pirates. Then 
the following year a group of countries, 
headed by the US, entered an arrange- 
ment through the United Nations High 
Commissioner for Refugees (UNHCR) 
to bolster the Thai anti-piracy effort on 
a programme basis. 

Yet though the numbers of Vietnam- 
ese emigrants willing to take their 
chance on the sea has since dropped to a 
comparative trickle, the killing, robbing 
and raping continues. As all concerned 
parties told the REVIEW, while the level 
of violence at sea has abated as the vol- 
ume of potential victims has declined, 
piracy is still a serious problem despite 
upgrading of the policing operation. 

The Thai official with direct respon- 
sibility for the anti-piracy programme is 
secretary-general of the National Secu- 
rity Council (NSC) Sqdn-Ldr Prasong 
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Soonsiri. In an interview, he pointed to 
the fact that the level of pirate attacks in 
the Gulf of Thailand has now dropped 
to 23% of all Vietnamese refugee boats 
heading for Thailand, compared with 
77% in 1982. While that overall figure is 
correct, other interested parties are 
concerned that those Vietnamese at- 
tempting the hazardous journey across 
the gulf to southern Thailand are still 
encountering pirates with sickening fre- 
quency. 

According to non-government esti- 
mates, just under half the number of re- 
fugee boats leaving Rach Gia and Ha- 
tien in southwest Vietnam now opt for 
the comparatively safe coastal journey 
past Cambodia to the Thai provinces of 
Trat and Chantaburi on the east coast of 
the gulf. This means that around 1,000 
of the 2,300 Vietnamese boat people 
heading for Thailand up to September 
this year used this route compared with 
about 12% of the 18,000 refugees head- 
ing for Thai shores in 1981. Despite ef- 
forts by the Thai authorities to stop il- 
legal immigrants from entering Thai 
waters in this area, the route — which is 
virtually free of pirate incidents — is re- 
ported to be so popular with the Viet- 
namese now that some are operating a 
boat shuttle system, dropping refugees 
and then going back to Vietnam for 
more. 

The route to southern Thailand, on 
the other hand, is still so hazardous that 
some informed sources say the inci- 
dence of pirate encounters approaches 
the high levels of a few years’ ago. Ac- 
cording to UNHCR figures, 39 of the 
173 boats (with an average 13 refugees 
on board each boat) arriving in various 
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he cot munist deron in Saigon. in 

1975. Instead of largely ethnic Chinese 
Vietnamese carrying gold and other val- 
uables in big seaworthy boats, the cur- 
rent refugees normally do not have 
much in the way of valuables, and travel 
in flat-bottomed, small boats which 
barely make the journey in the open 
sea. 

| Therefore, for Thai fishermen to 
‘forget about their trade and set sail 
‘purely in search of refugee victims does 
‘not make economic sense. Piracy now 
usually involves fishermen who chance 
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fugees to reach their destination. In the 


first six months of this year, Thai fisher- 


men provided food, water, fuel and 
other requirements to boat people on 63 
occasions.. 












"hose who are less charitable will 

board. refugee boats, rob those on 
board of any v aluables, sometimes mur- 
dering one or two men and often taking 
the younger women and girls away to be 
Oats are ram- 
ked — one 
an estimated six 
its roccürrei [this year. In one 
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such inci 


typical attack recently in the gulf, a 


large refugee boat was boarded by pi- 
rates who robbed those-on board, stab- 
bed the captain to. death and threw him 
overboard along with a refugee who ap- 
parently spoke Thai, and then took the 
women away. Women and girls ab- 
ducted in t 
ported to be handed from boat to boat 
for crews to rape, sometimes staying at 
sea for ofie-or two months of misery, 
and sometimes becoming pregnant in 
the process. 

. Although it cannot be proved that all 
the pirates are Thai fishermen, it is gen- 
erally agreed that most are crews of 
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Economic Review has been dedicated to the in- 


depth, authoritative analysis of the political, econo- 
mic and financial affairs of every single country in 
the Asia/Pacific region. Boasting a staff of over 40 
full-time correspondents and journalists located in 
every country in the region, the Review is consi- 
dered to be the leading publication on Asian affairs. 
in the world and deemed essential reading for 
senior executives in business, banking, govem: 


^ ment and the professions. 


Ovor 85% of the Review's circulation is on pre- i 
2 paid subscription, and in September 1984 a survey 
“| of Review subscribers was conducted by. Interna- 
41^ tional Research Associates (HK) Ltd. : 


2M ` Review subscribers are primarily top manage- 
ment individuals who travel frequently, make key 
decisions for their companies and wield enormous 


EH purchasing power. 
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GPO Box 160 
| Hongkong: 


one of our sales offices worldwide. 


| Fora complete copy of the Review Subscriber 
; Study please write on your: company s letterhead. 


l Ms Elaine Goodwin 
' General Sales Manager __ | 
Far Easterri Economic Review | 2 
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I 2 official pointed out, a large - 
| : number of Thai fishermen help the re- 
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A ONE YEAR MBA 


INDUSTRIALISATION STI 


Industrial Policy and Strategy uu» 
Strategic Management and Enterprise Strategic ! 
Managerial Contro! and Information. Systems Manage 


Behavioural Implications of the Strategic implement 


The programme focuses on the needs and conditions of ir 
dustrialising countries, with emphasis on profess 
development and applied relevant skill generation. 


RVB is a recognised institution, founded by the. Del 
— of — and has more ə than. 30 
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| of the failure of victims to testify, 
| or for conflicting testimony. Even so, 
a total of 35 defendants have been 


- u- 







"x -= 
Para 


acquitted 












T 3 
s 






jailed, and while sentences in 1980 


^] did not exceed 16 years jail, a case 


last September in Songkhla, southern 
Thailand, saw one pirate convicted 
of gang robbery, murder and rape 
being sentenced to a total of 60 years, 
another given 44 years, and a third 30 
years. 


k 
| m. as Prasong confirmed, reflected 


a move by the Thai authorities to en- 
courage the judiciary to hand down stif- 
fer sentences to pirates. Whether the 
heavier sentencing acts as a further de- 
terrent to piracy remains to be seen. 
Some concerned parties feel it may en- 
courage pirates to destroy the evidence 
— in other words, kill those they rob 
and rape. 

Under the anti-piracy programme, a 


ie t 
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Thai refugee camp; Prasong: fewer pirate 
total of US$12 million has been handed 
over by the 11 donor countries to 
Prasong’s NSC via the UNHCR since 
1982. This year, the budget has been set 





- at US$2.7 million. The money is passed 


by the NSC to three Thai departments 
concerned in the battle against pirates: 
the navy, the police and the harbour de- 
partment, all in southern Thailand. At 
the start, the money enabled the navy to 
acquire two fast patrol craft (it now has 
three such craft engaged in anti-piracy 
operations) along with an Australian- 
made Nomad surveillance aircraft, and 
the marine police an 84-ft fast patrol 
craft which it now uses with three small- 
er patrol boats. The navy also uses two 
small T337 spotter aircraft originally 
provided by the US Government. 

The main donor countries are the 
US, Japan, Australia, Canada, West 
Germany and Norway. The Norwe- 
gians, on a bilateral basis, have recently 
provided the Thai harbour department, 
via the NSC, with a Baht 2.3 million 
(US$87,000) computer to register all of 
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ing from southern Thai shores and 
monitor their movements, as well as 
their crews. 

Of the various agencies involved in 
the operation, the marine police appear 
to gain most marks from concerned par- 
ties for the sincere way in which they try 
to combat piracy. These police have the 
added advantage of having, more on- 
ground knowledge of fishermen and 
their activities. Yet the navy receives 
the lion’s share of the UN budget — a 
factor explained by Prasong as reflect- 
ing the expense which the navy incurs in 
trying to patrol much vaster areas of the 
Gulf of Thailand than the marine 

olice. In any case, the chances of catch- 
ing pirates red-handed, or even with 
their loot on board, are remote. The 
patrols act more as a deterrent than an 
arresting factor. The overwhelming 
number of culprits are apprehended on 
land as a result of information given to 


the police and UNHCR by victimised 
refugees. 

Despite the anti-piracy operation, 
more boat people leaving Vietnam are 
heading further south to Malaysia and 
Indonesia, where an added attraction is 
that processing for resettlement in third 
countries is usually quicker than in 
Thailand, which adopts a “humane de- 
terrence policy.” For instance, 5,600 
boat people have landed in Malaysia 
this year, compared with 2,300 in Thai- 
land. None of the other Southeast Asian 
countries has its Own anti-piracy pro- 
gramme — a factor which Prasong com- 
plains about — but on two occasions the 
Malaysian authorities have cooperated 
with Bangkok in allowing Thai police to 
interrogate newly arrived Vietnamese 
refugees for evidence against Thai pi- 
rates. Thai officials are very sensitive 
about their country’s image as a nation 
which spawns the likes of pirates, but at 
the moment at least it appears the onus 
of anti-piracy operations will rest solely 
on Bangkok’s shoulders. oO 
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from others 
Thais want aid in 


tackling piracy 


A the ^ s etas coordi- 
na the drive against piracy 
Gulf 


in the of Thailand, Sqdn-Ldr 
P Soonsiri believes it is time 
other utheast Asian countries 


took some of the burden off 
Bangkok’s shoulders. In an inter- 
view he was also critical of Viet- 
nam's failure to stop the flow of 
boat people at source. 

At the moment only Thailand, 
backed by the United Nations 
h Commissioner for Refugees 
( CR), o tes an — 
programme. ng, who is sec- 
retary-general of the Thai National 
Security Council, feels that a re- 
gional approach to the problem 
would be more effective. 

“When you look at the big pic- 
ture of the gulf [it involves] at least 
four nations: Vietnam, Kam- 

ea, Thailand and Malaysia. If 
e coastal countries in this area 
concentrate and have good coordi- 
nation to deal with the piracy prob- 
lem, instead of le only one 
country, Thailand, do it, the situa- 
tion might be better than it is at the 
nt.’ 

Asked whether most of the pi- 
rates were believed to be 
fishermen, Prasong pointed out 
that some pirate attacks occurred in 
Vietnamese and Cambodian coast- 
al waters. “So I think I cannot say 
that most of the attackers are Thai 
pirates.” Prasong confirmed that 
there was evidence of an organised 
shuttle service in some cases to 
bring Vietnamese refugees to Thai- 
land — involving some Thais, as 
well as Vietnamese. 

“There is evidence of boats 


dropping refugees on the oil rigs 
[off the southern Thai coast] and 
going back," he said. “I plan to 
raise this with our Foreign Ministry 


[eoe to talk to the Vietnamese 
oreign Ministry." 


Overall, Prasong said that since 
the anti- arrangement had 
begun with the UNHCR in 1982, 


—— now much greater coordi- 


o look at this [piracy problem], so 


— Rodney Tasker 
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“Book me KLM 


via the world’s best airport 
Amsterdam Schiphol.” 


_ aS — a 


“You want to win aVolvo 
on the way?” 


SCHIPHOL WIN-ON-THEWAY Amsterdam Airport shopping centre. 


Keeda quick transfer in Europe! Then - 100 Avis Car Rental Vouchers (worth USS 150 each). 


And for every participating passenger, a repro- 
Amsterdam Schiphol, voted time and again the duction of an deis ick ador ij — 
world's best airport, is your logical choice. 


Plus the chance of winning a spectacular prize. PAWNS SAS aes 
AVALANCHE OF PRIZES Between October 27, 1985, and March 22, 


Th , : 1986, all KLM passengers flying Royal or Business 
e Holland Promotion Foundation offers: Class on an intercontinental trip with a same-day 
-5 Volvo 740 Turbo Estates. The absolute top for ansia ae Amadi will a prize. Every time! 

drivers who demand Spaes speed, and safety Ask your travel agent or KLM for full details. 
—10 luxury holidays for two in Holland. : 


-150 sparkling diamonds, from the Amsterdam CEH? 
Diamond House Samuel Gassan. j M 5: sm 
- 100 vouchers, worth USS 300 each, to spend in the The Reliable Air line KL "m" 
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- ; E iamond Shamrock is oil and gas, chemicals and coal. It is a multi- 
| i billion-dollar Dallas-based corporation with projects in a dozen nations 


that surround or are surrounded by the Pacific Ocean. 


But our commitment to the Asia Pacific wasn’t born yesterday. We have 
- been growing in partnership with you since 1962. 


Today, among other things, our Indonesian oil is a major energy source 
for your utilities and your industry. Our billion tons of Alaskan coal is 

being readied for your boilers and furnaces. Our chemicals are helping 

your textile and electronics industries grow and prosper. Fully a third of 

this Fortune 500 company's assets are in the Asia Pacific. 

Diamond Shamrock's partnership with Asia has been a rewarding one 

for both sides. We are actively seeking new ways to make it even more 


rewarding. For you as well as for us. . Please write for our new booklet, 
“Helping Asia Grow” 


Diamond Sha mrock 


The resourceful company 


Diamond Shamrock Corporation — Diamond Shamrock Corporation 
16/F., St. John's Bldg. . — imperial Tower 1-1, 1- Chome 
33 Garden Road | |; Uchisaiwai-Cho | 

Central, Hong Kong Fa Chiyoda- -ku, Tokyo 100 Japan 
Tel.: 5-212435 ^o Tehi 3-593-3411 


Telex: 65-301 DSPRC HK . Telex: J34313 DACO TYO 








Ing. Kees de Ruyter 

General Manager, 

Bakkenist Management Consultants 
Amsterdam, The Netherlands. 

Flew 96,000 km. in 1984. 


Abudhabi ə Amsterdam e Bangkok e Darwin e Denpasar e Frankfurt e Guam e Hong Kong e Jakarta e Jeddah e Kota Kinabalu e Kuala Lumpur e London. 











“H was a smart idea to move 


business dass up front. Garuda 
Executive Class provides a top of the 
line service at a straight ecomony fare” 





aruda has provided the to keep you in touch with loved 


traveller with a business ones left behind. \ 
class that really does cater to his Di asume. cocktails and ^ P | 
needs. drinks are complimentary / 
In every vay: Garuda's ud the flight, as are the — — 
new Executive Class puts the specially chosen wines. (5 ARLU) |) A 


businessman first. 





There is a choice of 2 — — 


menus, Asian or European, EXECUTIVE 


each dish prepared to seduce — C — 
the most discerning palate. =CLAS => 





Upon boarding, passengers 
are escorted to their seats in the 
nose of the aircraft. This 
section, previously reserved for 
first-class passengers, combines 
a spacious environment with a 
secluded, intimate atmosphere. 





The unique location allows 
greater freedom of movement 


and provides wider, deep-cushion No airline nas understood 
easy-seats. The perfect and fulfilled executives’ needs 
combination for a better than Garuda. 


comfortable flight. New Garuda up-front Garuda's new 


But it is Executive Seating Executive Class is the 
Garuda's exclusive | beginning of a new 
services that truly era of business travel. 
set their Executive 
Class apart. 


To facilitate the 
"working' passenger, 
Garuda provides a 
stationery portfolio 
with letter paper and 
colourful postcards 


ajak: uda Where executives come first. 
indonesian airvvays 








Manila e Melbourne e Paris e Penang e Perth e Port Hedland e Rome e Singapore e Sydney « Tokyo e Zurich 


ETWEEN THE SEEN AND THE UNSEEN. Photography is often a 
difficult struggle to create on film the same pictures you see inside your head. And many 
cameras, with all their gadgetry, can actually get in the way. They create a standardized way of 
looking at the world. Not your way. But the Hasselblad camera is an exception. Its advanced 
technology has one purpose only: To get out of the way. To assist the photographer instead of 
controlling him on the journey from the unseen to the seen. Now consider those who are 
successful on that journey: The great photographers and the astronauts, those who 


make visible to the world things that have never been seen before. What camera do 





they use? Yes, you are right. 
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HASSEILBILAD 


Write for free literature 
Victor Hasselblad AB, Box 220, 


$-401 23 Göteborg Sweden 
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National's G X-1232 telephone system 
has a very important message for you and your 
employees: "Save money.’ Among its other 
virtues, the GX-1232 comes with an LCD dis- 
play that tells you clearly and precisely the time 
a conversation is taking. It's really all most 
people need to make them more cost-conscious 
about using the telephone. The display will also 
show the number being dialled and, when the 
phone is not in use, the time of day. 

The GX-1232 is a 12 COL (Central Office 
Line) system capable of routing calls directly 
to up to 32 different phones. On each phone, 
dual-colour LEDs light green for the line you're 
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National. Panasonic and Technics e the hr 


if 


using, red for other lines in use 
mable memory allows two-digit dialli 
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an optional direct-station selector c 
with internal extensions at the touch 


button. You don't even have to lift th 
set to make a call — even three-party « 


ference calls. 
Besides the G X-1232. National 


range of telephone sys- 
tems to suit any-sized 
company. We could 
go on and on, but we 
think by now you ve 4 


got the message. 
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WE'RE NOT IN THE SHIPPING 
BUSINESS BUT! 
We maintain this yacht for the 

2 pleasure of our guests 


g — GKONG HILTON 
21 YEARS NEW. 


Hongkong Hilton has just completed 
refurbishing all the guest rooms in time for its 
2lst.anniversary. The spacious rooms have 
been redesigned to include a working desk in 
each room. Next time you are in Hong Kong 
reserve the newest rooms in town and be 
treated to the kind of service that only 21 years' 

experience can give. 


Hongkong Hilton offers you: 

e Deluxe accommodation. 

| © Working desk in each room. 

e Comfortable parlour area 
in every room. 

e 3 telephones per room with 

|. IDD facilities. 

| © ‘Unigey’ security doorlocks. 

* Heated outdoor swimming 
pool. 
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For reservations, call your travel 
agent, any Hilton International botel 
or Hilton Reservation Service. 


HONGKONG HILTON 


WHERE THE WORLD IS AT HOME™ 










should have een. |a aati eim RR 
its future as the largely autonomous, 
democratic, going concern which was 
plainly envisaged in the Sino-British 
—— on its post-1997 future with 
| recent installation of its new, en- 
: larged Legislativ Council (Legco) i in its 

e occasion, however, 
more of a damp 


















| o Legco moving in 
ind-me-down build- 
e Supreme Court, a 


sed the timbers on which it rested to 
. necessitating an expensive 
horing-up operation, was understanda- 
bly not stressed. Present at the various 
ceremonies were two midwives, neither 
of whom appears anxious to assist at the 
‘delivery of a healthily democratic 
Hongkong baby — Xu Jiatun, the head of 
he rapidly expanding Hongkong branch 
f the Xinhua newsagency. and Timothy 
Renton, minister at the British Foreign 
Office responsible for Hongkong. 











Sir Edward Youde, who contented him- 


self with: ambiguous platitudes about 
"the future: the g governments of Britain. 

and China had both “pledged themself - 
"to consult extensively with the people of 


Hongkong" on maintaining the terri- 


| tory’s prosperity and stability and en- | 
i suring a smooth transition up t0:.1997 (it - 
all depends what one means by "con- : 


He sult” and “the people of Hongkong"). 


| and- bolts pictüre, of the future. He 





two on the disturbingly slow process 
"building the vital Kowloon Wes 
Corridor, linking Hongkong's port ( 
Kwai Chung/Tsing I island area) | 
the central city area. But no, the E 
new Legco — 12 chosen by electora 
leges made up from District Board: 
| Regional Councils, 12 elected by 
' ous "functional" groups, 10 ci 
vants and 12 appointed by the gove 
— were treated to housekeeping min- 















commented: "I never expected to heara 
governor of Hongkong deliver himself 
of what would in former years have 
been left to the head of the Sanitary De- 
partment and other subordinates.” 
@ ONE of the most pleasant men to 
meet in Hongkong is Helmut Sohmen: 
he is witty, able and energetic, with 
much of the charm associated with the 
land of his birth, Austria, undimmed by 
^| his years in law and banking. But why, 
the people of Hongkong are asking 
themselves, was he chosen to be one of 
he appointed officials of the new 
gco? What section of the community 
; he represent, ond what redi 









pi Se age which had. cracked and sub- 
d after underground tunnelling had 


«€ THE occasion was hardly enlivened 
by a long, boring speech by Governor : 


| might, for example, have had a word — 






utiae. As one former senior civil servant. 


| wer is th: 
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usual 


| quick to say, "Let's 


kong so f 


should register 





sa senior executive of the 
l ping group and the son- 
in-law of the Worldwide shipping ty- 
coon, Sir Y. K. Pao, who enjoys excel- 
lent economic links with China and is a 
deputy chairman of the committee 


| which is to draft the Basic Law on Hong- 
| kong to be incorporated in China's con- 
stitution. Enough said. 


€ RENTON, though subjected to the 
Hongkong governmental 
technique of a packed programme, 
every unforgiving minute filled with a 


mixture of officially-guided tours and 


official briefings, was — to do him credit 
open-minded. When, at a social 
gathering. [ made some grumbling 
noises about the pathetic performance 
of the Hongkong Government, he was 
have five minutes 
together now, and tell me what you 
think.” I launched into a harangue and, 
very shortly, found my flow cut. off by a 
succession of various Hongkong “estab- 
lishment” wives apparently intent on 
protecting the minister from any “sub- 
versive" lf L were any. more 
neurotic I'd believe the interruptions 
were -codrdinated: one husband even 
cackled, “Well done; ; darling!” after her 
discuptéis foray. | — 
But in the end, the British visitors, 
Renton himself, Sir Peter Blaker and 






-Sir Paul Bryan, appeared unfortunately 
.to have swallowed the Hongkong Gov- 
'| ernment line that the people of Hong- 
kong cannot be trusted to elect sensible 


representatives. directly, that demo- 


cracy would be divisive and saddle Hong- 
-| kong with the “free lunch" burdens of a 
"He offered no vision, nor any nuts: x | 


welfare. state. They also seem to have 


| accepted the even more pernicious non- 
Sense that not a single step can be taken 
in the direction of more representative 


government without the assent of Pe- 


ie.) king. It is difficult to imagine a more 
h. damaging, confidence-sapping policy, 


and is a poor reward at the hands of the 


bureaucrats for the supreme good sense 


demonstrated by the people of Hon y~ 





“But what i£," the apologists for 
ultra-caution ask nervously, “Peking 
its displeasure?” The 
answer is two-fold. First, the Sino-Bri- 
tish agreement and its annexes clearly 
make provision for a healthy democracy. 
Secondly, the drop in the value of the 
Hongkong dollar and the haemorrhage 
of people and capital which occurred 
while the negotiations were afoot dem- 
onstrated to Peking how its own 
threatening statements could under- 
mine confidence, and it is hardly likely 
to repeat such errors. 
€ THE REVIEW recently received a cir- 
cular from the. president of a new Hong- 
kong-based organisation funded by US 
















software manufacturers to combat 
software piracy in’ Asia, Raymond 
- — Unfortunately, the logo of 
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frankly encourages illicit copvin 









that it is an association of pira 
posed to software 


| | 










Anti-Software Piracy Associa 
Despite its ambiguous title. 
puerile logo, this pressure grow 
been drumming up a lot of pul 
and I’ve no doubt that similar lob 
are at work elsewhere in the re 
| Possibly we can expect stepp 
police raids on the pirates lair 
maybe tightened legislation, A 
good thing too: the REVIEW str 
supports the principle that intel 


ee 


























property should be protected: 
copyright (such laws protect. 
REVIEW, too, and we resent How 





other publications steal our copy): 
in an age when copying anything h: 
come absurdly easy (T don't knós 
many REVIEW articles are ipic 
every week, around the world, bu 
lot), the best way of protecting any 
duct against copying. — or piracy = 
marketing at a reasonable and com 
five price. | 
The anti-software .. . sorry, the a 
piracy guys always manage to evar 
issue, and never seem to be pressed 
by their local mouthpieces. Nor do: 
tackle the problems caused by irre 
sible software firms and those wh 
tribute and market their products 
|! distribution channels, inadeqt i 
tomer support and after-sales < 
an unwillingness to take respe 
for software defects and absu 
all contribute to an environmen 
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tempt for the customer tends to 
der a counter-reaction. 
 Let'stake a look at the prices 
ing in Hongkong, those quoted b 
eral authorised dealers. Lotus, à 
popular spreadsheet programme 
the equivalent of US$544. But 
purchased for US$319 in the t 
Canada from mail-order firms 
tedly discount houses, but theit 
are regularly advertised — and pre 
bly they turn a reasonable profit). 
phony, an expanded version of 
Lotus product, costs US$764. 
Hongkong but only US$499 in | 
One of the most popular data-p 
ing programmes for microce 
DBase III, is only US$399 i 
America; the Hor akong pi 
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| Dull, improving slowly... 


Although there is uniformity, the press does have differences 


By David Bonavia 


ASIAN 


Important improvements 
in the Chinese press have 
taken place over the nine 
years since the death of 
TN NM ^ Mao Zedong, but there is 
PRESS still a long way to go to- 

- wards introducing mod- 
ern, lively, honest coverage of the na- 
tion's affairs. 

Foreign journalists are frequently 
criticised for the weaknesses and fail- 
ings of their work, but perusal of the 
contents of the People's Daily on any 
day of the week would convince most 
people elsewhere that their newspapers 
—] are greatly superior to those of socialist 
| China. 

t “Deadly dull” is the epithet most 
| foreign newspaper readers would use if 
-] they had to read Chinese newspapers 
regularly. For the China specialist, of 
course, they are essential working mate- 
rial and sometimes contain rivetingly in- 
teresting information. But this is mainly 
by comparison with their normal stand- 
ard. 
China has several national news- 
papers — the People's Daily, Guang- 
ming (Enlightenment) Daily, the China 








Youth News, Workers Daily (organ of | 


the trade unions), China Women's 
— Daily and the Liberation Army Daily. 
| Much of their content is identical, but 
| each one contains material supposed to 
—] be of special interest to its readers — the 
| Guangming Daily is supposed to cater 
to intellectuals and nowadays contains 
more thorough coverage of economic as 
well as cultural affairs. 

Every province, autonomous re- 
gion and large city has its own news- 

aper. Some of these are available to 
oreigners, some are not. In addition, 
there is the English-language China 
Daily, which is meant especially for for- 
eigners. 

All these newspapers are inexpen- 
sive, though perhaps not if measured 
per square inch, considering their small 
size (four to eight pages). They contain 
little advertising and that is of a primi- 
tive standard. They have large staffs and 
big print orders, as is to be expected in a 
country of 1.1 billion people, nowadays 
mostly literate. 

Every large newspaper is an organ of 
the communist party or an arm of gov- 
ernment. But recently there has been a 
snowstorm of local tabloids, whose 
sensationalism and prurience has been 
severely criticised in the central 
press. 

These rarely find their way into for- 
eigners' hands. During a recent debate 
on the freedom of the press, it was au- 
thoritatively stated that whereas there 
should be more freedom to print books, 
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journalists had a duty to propagate the 
policies of the pany and government, 
not their own ideas or prejudices. This 
marks the main difference between the 
Chinese press and that of democratic 
countries. 

But it does not mean there is no 
room nowadays for dissent and argu- 
ment in the press, sometimes touching 
the most sensitive areas of policy-for- 
mation and political conflict. This dis- 
tinguishes the Chinese press from that 
of the Soviet Union, which is utterly 







The REviEW's series of articles on 
the Asian Press continues with a 
look at the media in China. 


———— MÀ — — — — — 


Tabloids in Canton: a new popular breed. 


monolithic when it comes to matters of 
high policy and debates only relatively 
trivial social issues. 

Indeed in the Cultural Revolution 
it was observed that “in the Chinese 
press you can read about nothing but 
politics, and in the Soviet press you 
can read about anything but politics.” 
Of course even in the Cultural Revolu- 
tion, the big newspapers tended to 
be controlled by the radical faction, 
and they were fairly united in attacking 
or defending different policies or lead- 
ers. 

Nonetheless, even at the height of 
the conflict between radical leftists and 
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Right-moderates, the arguments of the 
opposition could be discerned through 
the denunciations of them. “Certain 
comrades” or “a very small handful of 
people” were credited with mistaken 
views, from which an outsider could 
deduce the broad lines of the argu- 
ment. 

Political debate and dogma are still 
an important feature of the Chinese 
press, but they no longer dominate it so 
utterly as they did from 1966 until 1976. 
Since Deng Xiaoping's return to power 
in 1977, newspapers have printed self- 
criticisms for their. dullness, boasting 
and inaccuracy, and have promised to 
concentrate on facts of interest to their 
readers and not just to the top party 
cadres. 

This new mood has had some results, 
particularly in widening the scope of the 


| press' coverage of life in China and 





abroad, and in disseminating the Deng 
group's ideas on economic and political 
reform. The official press is still dog- 
matically up-beat about the validity of 
socialism and its "bright fu- 
ture," but there is more at- 
tention to specific problem 
areas and to questions of 
planning and labour incen- 


tives. 
N ewspapers are now also 
authorised to take on 
local authorities and even 
government ministers with 
investigative reporting and 
exposure of fraud, graft or 
intimidation. In a famous 
case earlier this year some 
party officials were severely 
reprimanded for attempting 
to obstruct reporters in their 
work. This is all relative, of 
course, A reporter winning 
a battle with a powerful 
local cadre is still a startling 
enough story to receive 
nationwide coverage. The 
individual journalist is still 
viewed as a relatively small 
cog in the big wheel of 
socialist propaganda and 
publicity. But at least the 
principle of investigative re- 
porting has been estab- 
lished and defended. 

The newspapers are also still 
codified “instruction manuals" to 
cadres throughout the country. Shifts in 
top-level policy are signalled by the 
placing, length and even type-face of ar- 
ticles. An experienced reader can skim 
through the People’s Daily on any given 
day and tell at a glance whether au- 
thoritative signals are being fed out, in 
advance of the closed-door party meet- 
ings at which specific instructions from 
the centre will be discussed and assimi- 
lated. Articles in bold-face type, or oc- 
cupying half a page or more of column 
space, should always be read with atten- 
tion. 
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pleme byt : 

king E vening News, Prog are ex- 
tremely popular and contain a wide 
spread of feature articles, local news 
and stories about odd quirks of nature | 
and human or animal freaks, such as | 
hairy babies and “big-foot” men in the | 
provinces. 

Tabloids have become an irritant to 
local authorities, who frequently de- 
nounce unofficial newspapers which 
thrive on stories of crime and sex — 
mild by standards elsewhere, but avidly 
read nonetheless. Some have lurid il- 
lustrations, or concentrate on stories of 
the supernatural (which can always be 

disguised as being of parapsychologi- 

cal interest). There is also a sustain- 
ed level of public interest in UFOs, 
whose disciples have their own official 
magazine. 

he most promising development in 
the Chinese press from the foreign 
reader's point of view is the China 

Daily, which for the past few years has 

been preaching the Deng group's doc- 

trines of economic reform and increas- 
ingly hard-hitting social commentaries 
and readers’ letters. China Daily is now 
also printed in Hongkong and in the US, 
as well as in China, and is the most effec- 

tive organ propagating the present Mn, n 

mM the radio — not really a higi ro 
HER Hm pfennig, more th 
| 






; toe films show! 
. particular favourites. Las 

agreement to 
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REVIEW DIAGRAM by Andy Tang 
leadership's go-ahead, — liberalising 
image. How much wiser the Soviet lead- 
ers would have been to start a similar 
operation in international public rela- 
tions, rather than printing the dreary 
Pravda in English! 

These developments aside, the 
Chinese press has a long way to go be- 
fore it becomes a lively and accurate 
mirror of contemporary — society. 
Chinese journalists will not enjoy much 
prestige until they acquire the confi- 
dence to rake a little more muck — un- 
like their colleagues in Hongkong and 
the West, who are frequently accused of 
raking too much. 
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Adena Lee in Peking 
ASI, AN Credibility of content is 
MN an issue which bothers 
foreign readers of the 
y| Chinese press, including 
W" correspondents wag rely 
heavily on printed news 
E Tu sources for their own re- 
E rting on China. “It’s all lies," some 
k ave been heard to say, "except they 
don't call their way of tailoring news to 
t propaganda objectives lying.” 
The REVIEW asked an overseas- 
- trained Chinese journalist whether the 
- question of credibility concerned the 
; Bro of the People's Daily, the most 
portant newspaper in China. He re- 
. plied: “If it did, we'd be half-way there 
an solving the problems of the Chinese 
| media, but they don't care.’ 
‘ There has yet to be a survey on how 
_ much credibility Chinese themselves ac- 
. cord what their newspapers print. For a 
. longtime, however, the only newspaper 
which seemed to have any credibility 
was Reference News which was re- 
— to cadres and intellectuals. 
. . Until a few years ago, it was the most 
is widely read newspaper in China. Its 
; 1981 circulation of 9 million far ex- 
- ceeded that of the People's Daily. Al- 
. though published by the official Xinhua 
J | newsagency, it is not a party newspaper 
| and thus does not have the image of a 


Magazines and periodicals 
have enjoyed an unpre- 
cedented boom in China 
over the past few years, 
reflecting the widened 
horizons and more varied 
i? interests of the popula- 
| _ tion since "the end of the Cultural Rev- 
- olution in 1976. 
_ Scores of new publications have ap- 
d peared in Chinese bookshops. These in- 
| clude sports magazines and journals on 
i à 
| medicine and other learned professions, 
i} | and publications on such a wide spread 
1, of subjects as finance and banking, eco- 
| nomics, health in old age, shipping, phi- 
" mor and so on. 
* e party theoretical organ Red Flag 
B. is hardly the most attractive product of 
.| the Chinese periodical press. Stodgy and 
long-winded, it seems to devote most of 
L|] its efforts to persuading senior cadres of 
| the merits of the present programme of 
| reforms. Nor does it seem to do so with 
any enthusiasm, but mainly with tired 
| political cliches and endless repetition. 
1 One can perhaps sympathise with 
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. Foreign press reports on China are still the most reliable 


party mouthpiece. Instead, this four- 
page tabloid carries reprints of stories 
y foreign news sources on China and 
other subjects. “Reference News derives 
its credibility from the fact that it re- 
prints from [non-Chinese] sources,’ 
stated Jorg-Meinhard Rudolph, a China 
scholar, in his detailed analysis of the 
publication’s role in the propaganda 
system. This is why “the editors quote 
sources and dates of the original publi- 
cation on top of every single reprint. 
However, with the proliferation of 
newspapers in China today, Reference 
News’ circulation has suffered a drastic 
drop — to 4 million, according to offi- 
cial sources. It recently changed its sub- 
scription policy to boost circulation. 


"All Chinese nationals can now sub- § 


scribe to it, not just cadres," said Wan 
Furu, a spokesman of the Party Centra 
Committee Propaganda Department's 
information bureau. 

None of the Chinese journalists the 
REVIEW questioned linked the drop in 
Reference News’ circulation with a pos- 
sible diminution of its credibility. The 
drop, a Xinhua newsagency source 
explained, has been caused by the pro- 
liferation of newspapers and other pub- 
lications in recent years. For most who 
had access to it, Reference News used to 
be the only source of news about the 


| | Speciatinteres magazine boom 


_ Periodicals reflecting relaxed constraints focus less on politics 


Red Flag's editors and writers, whose 
task is to explain China's *open-door 
policy" towards the rest of the world 
and the encouragement of individual 
enterprise as desirable aspects of social- 
ism, while its readers were mostly 
brought up to regard such things as rep- 
rehensible forms of capitalism. 

Fortunately politics is no longer the 
dominant theme in most Chinese 
periodicals or there would not be the 
crowds around kiosks and magazine 
counters in post offices, which handle 
distribution. 

Periodicals are an important outlet 
for new fiction and poetry and, as in the 
Soviet Union, literary reviews attract a 
wide readership. The possibility of 
some new work of literature sparking 
off a political controversy, as has hap- 
pene * times, lends a touch of zest 
to these publications. 

Foreign literature is also translated 
and published in periodical form, an im- 
portant window on the world for 
Chinese readers starved of all. for- 
eign writings between 1966 and 1976, 


world and BEOU( China which | 
had any credibility. added another 





Chinese journalist. “Today, anyo 
who can speak a second "neas die 
read foreign magazines which are no 
available in China,” he said. “And also, 
there's just so much more to read." 


R ut while Reference News’ high circu- 
lation in the past was related to its 
image of credibility, Rudolph's analysis 
showed that its China coverage — 10- 
20% of its contents — was neither infor- 
mative nor objective. Whether it was 
favourable or unfavourable, it was 
selected and edited, often with mis- 
translations, to fit Peking's current 


propaganda line. 
A Chinese journalist with access to 
foreign news sources agreed with 





the decade of the Cultural Revolution. 
The literary periodicals played: an 
important role in the late 1970s, when 
the so-called “literature of the 
wounded" was being used by tvritérs to 
expose the cruelties and inanities of the 
Cultural Revolution. However, this 
trend did not last long — mainly be- 
cause of opposition from senior military 
commanders who did not want the 
events of that period to be resurrected 
in too much detail. 
The People's Liberation Army 
pee a dubious role in the Cultural 
evolution, sometimes supporting the 
Red Guards and later suppressing 
them, not to mention the alleged plot to 
assassinate then party chairman Mao 
Zedong — a plot hatched by military 
commanders close to the late Lin Biao. 


Ta great majority of the new periodi- 
cals are of the special-interest type 
— educational and catering to fads and 
hobbies. Among the most popular is 
Women of China, which is also read by 
men. 

Magazines are mostly conventional 
in layout and the colour printing is of 
pos quality. Many have tried to 


righten their image by putting the faces 
autiful young 


of film stars or other 
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 aganda, albei 
tlety than in the paeans of praise ap- 
pearing in the party's publications. 
Credibility is just one of many prob- 
lems facing the Chinese media. Even re- 
porting of party directives can backfire, 
as recent criticisms of alleged over-pub- 


licising of households with income 
reaching Rmb 10,000 (US$3,125) re- 


vealed. "Rosy reports on reforms give 
people the wrong idea,” screamed a 
eadline in a China Daily reprint of an 
Economic Daily report. | 
.. (The report said that a survey showed 
"too much publicity about increased in- 
-. comes — one achievement of the econo- 
mic reforms — through various media 


^ has done. nothing but stimulate the al- | 
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People's Dally; F esset circulation aaa 


women on their covers at every posible 
opportunity — a tendency which has 


been strongly criticised in the Chinese - 


Communist Party press. 
As under all prudish regimes, sports 


and fitness magazines provide a safe 


means of publishing pictures of attrac- 
tive girls in scanty dress, without incur- 
ring the overworked accusation of print- 
ing. “pornography. " The 


vourite, with its long-legged amazon- 
like players i in very short shorts, and not 
just because of their prowess in the 
game, one suspects. 

Despite these little concessions to 
the Old Adam, Chinese periodicals are 
serious-mined and purposeful and they 


are making an undoubted contribution 
to the leisure and education of the | 


masses. 

. Foreigners have also welcomed the 
improvements in magazines aimed at a 
world readership in various languages, 
such as China Pictorial, China Recon- 
structs and Chinese Literature. China 
Pictorial is now concentrating on visu- 
| ally attractive material, such as colour- 
| fully dressed ethnic minorities, rather 
than the robust “barefoot doctors" and 
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national - 
women’s volleyball team is a great fa- 


aPPY > smiling peasants of the Cultural - 
ution decade. It is also becoming 








p ai was put solely. on the 
press whose “inadequate analysis and 
speculative reporting on the changing 
pattern of life, people's values and so- 
cial structures failed to make people 


realise that they will face many chal- 


lenges from the reforms," 
said. — — 
The Chinese: journal News 


the article | 






f Front 


commented in 1984 that the media | Were 


afflicted by “dirt, disorder and poor ser- 
vice" and that "some news reports do 
not even contain the rudimentary five 
Ws [who, what, why, when and 
where]." The commentary repeated the 


late chairman Mao Zedong's criticism 
of Bikes bos sul ane in our press, work 
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an important booster of China’s tourist 
industry, which has its own glossy 
magazine, too. 

China Reconstructs now “7 much 


| more information and food for thought 


about economic and social topics than it 
did 10 years ago. But the magazine's 
self-congratulatory letters column is 
nauseating, as is that of Peking Review, 
the political journal for foreign readers 
which is also printed in many languages. 

Both periodicals give the impression of 


being read — and written to — by brain- 


less sycoy hants in Timbuktoo or Tip- 
perary who have nothing better to do 
than keep congratulating the editors in 





| Peking or pleading for more informa- 


tion on various subjects. 


Th. photographic content of the 
glossy magazines is creditable when 
it comes to composition, sharpness and 
colour separation. But Chinese photo- 
graphers are mostly hidebound by old 
techniques and seem to be permitted 
only a narrow field of experimentation. 
The most daring attempts at new ideas 
are mostly tricks of. depth-of-field and 
shutter-speed. The photograph has not 
yet acquired the status of art. —.— 














Predictably enough, the most popu- 
100: are: those dealing. with | 
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ii foreign: poli 
need to write MR edi 


ibilits ; 
ports c on e Rina. thea. both Re 
News and Reference Information 
sibly provide information which 
readily found in the party-contr 
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films, actors and actresses, The 
are, of course, demure and ofte: 
what mature ladies whose am! 
when they talk of them — are tc 
contributions" to society and 
Chinese cinema. None 
and actresses have a big K 

Concern about the pr 
aging population is reflect 
magazine racks, where ther 
few publications devoted : 
old age and improving exercise | 
such as maiji, sometimes called | 
shadow boxing. Better medical 
and food supplies, as weil as the 
for jobs by the younger generat 
increasing the numbers of pensic 
the cities, where the means of r 
tion for old people are limited. C 
nately most of the illiteraey in C 
found among the older genera 
that magazines for pensioners a 
panacea for boredom or depre 

As can be said of many sphe 
tivity in China today, despite 
of resources and inexpe 
much honest effort in tl 
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media. Party General Secretary Hu | 


Yaobang, in his February speech on 
party journalism, said its aim was "to 
arouse the broadest masses to strive for 
the realisation of the party's ideas with 
one heart and one mind. Internation- 
ally, we should strengthen our mutual 
understanding, friendship and coopera- 
tion with the people of various coun- 
tries." 

Having restated the propaganda ob- 
jective of China's press, Hu went on to 
outline its basic requirements: veracity 
(which, in his terms, meant that news- 
papers should contain 80% good news 
and “20% criticisms of the seamy side of 
things and to exposing our shortcom- 
ings"), timeliness (because comrade 
Deng Xiaoping, he said, "greatly ap- 
preciates the slogan 'time is money' and 
our news reports are often not new 
enough but are published far behind 
foreign newsagencies and newspapers” ) 
and being instructive but interesting. 

This last factor treads a thin line be- 
tween interest and entertainment. Hu 
referred to this line when he defined 
“spiritual pollution” as “harmful tab- 
loids [which] poison the bodies and 
minds of youth and sap the working 
people's morale." 


Weer analysts argue that the 
party's reaction against "unhealthy 
tabloids" is based more on the fact that 
they contain not "instructive" but rather 
sensational information (such as stories 
about conmen, rapists and robbers, 
kung-fu heroes, notorious pre-revolu- 
tionary gangland leaders and politi- 
cians, ghosts and the Abominable 
Snowman) which spice up drab lives. 
The propagandists are also outraged 
that these tabloids sell for 20 fen. “They 
cannot stomach the fact that the public, 
after being force-fed for decades on 
somnolent propaganda, now prefer to 
pay much more for the Chinese version 
of gutter press," said a Westerner. 

The continued boom in the tabloids’ 


circulation was a cause for worry in the 
party's propaganda department which 
controls all newspapers. While these 


tabloids did not challenge party 
policies, their spread — at a time when 
the People's Daily's circulation has fall- 
en dramatically to 4 million — 
suggested a loss of party control over 
the minds of the people. Had “unheal- 
thy tabloids" been allowed to continue 
circulating freely, competition. from 
them would probably have been more 
effective than any directives from the 
top leaders in improving the content — 
from the readers' point of view — of 
party newspapers. 

Meanwhile, credibility — or rather 
the apparent lack of it — of Chinese 
news continues to plague foreign 
analysts. The general consensus among 
foreigners in Peking is that it would be 
unwise to rely on them totally, and in a 
more open China of today, the need to 
do so is no longer as great. 
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Most world coverage is selected for policy reasons 
ASI A N 


The principal source of foreign news appearing in the Chinese 
press is Xinhua, or the New China Newsagency, which has an 
overseas staff of 400 in 90 bureaus outside China. Although they 
are classed as “correspondents,” Xinhua staff have other duties 
TOR as well as journalistic ones in many places — for instance in 
PRESS Hongkong, Xinhua acts as China’s official representative. In 

2x4 many other capitals Xinhua staff live and work within the 
Chinese Embassy and are difficult to tell apart from diplomats. 

The widest selection of foreign news available in China appears in the Peo- 
ple’s Daily and in its competitor, Reference News. The People’s Daily devotes 
two pages to foreign news in every edition, 90-95% of which comes from 
Xinhua. The newspaper maintains 20 of its own correspondents abroad from 
which it also draws its fE a 

The English-language China Daily carries foreign news on its back page, 
and some of this is from non-Chinese sources, coming from the Western news- 
agencies via the Xinhua wire. The Economic Daily's foreign coverage is con- 
fined largely to international economic and trade issues, while there are a 
number of periodicals, such as World Affairs and Globe (a Xinhua publica- 
tion) which specialise in issues outside China. 

The basis of selection of foreign news for publication is not whether they 
are what in the West would be known as “news worthy" but whether they fit in 
with Chinese Communist Party foreign-policy aims of cooperation with the 
Third World, anti-hegemony and “independence” or equidistance from the 
two superpowers. China subscribes to the belief that the Western-dominated 
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Xinhua journalist: stressing the Third World. 


media distorts the image of developing nations. To balance this distortion, 
Xinhua, for instance, gives heavy coverage to reports on the economies of Af- 
rican countries, while the People's Daily prints far more news about the Third 
World and Eastern-bloc nations than it does about Western countries. 

Nightly foreign news coverage on Chinese TV tends to be less tailored to 
suit the country's foreign policy objectives than the printed media — but this is 
because China has to rely on Western TV material for its newscasts and these 
are therefore similar to the international reports to be seen in any other coun- 
try. It is only when a leading Chinese figure travels abroad accompanied by a 
TV crew that Chinese TV has its own foreign coverage. 

A new and important source of foreign news is now becoming available at 
least to the Chinese elite — foreign newspapers and periodicals. The China 
National Publications Import and Export Corp. — the sole distributor of 
foreign newspapers — started taking nationwide subscriptions in June this 
year shortly after announcing its relaxation of restrictions on such imports 
from abroad, including Chinese-language publications from Hongkong, 
Macau and even Taiwan. 

Still strictly forbidden are “publications that contain and libel 
against the socialist system," according to an official « of the s tion 
Otherwise, the new policy allows any Chinese work unit (not indiv ) to 
order foreign publications needed to assist them in their work, which can be 
paid for in Chinese currency. — Mary Lee 
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1700 exhibitors from 44 countries are- 
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-imaginative home and household textiles. 
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The number of news- 
papers in China today re- 
| flects the freer atmos- 
phere since 1977, when 
i | Chinese leader Deng 
m Xiaoping consolidated 
| PRESS 4 
LPR power. Since then, there 
‘has been a three-fold increase in the 
- number of these mostly non-party pub- 
fications to 1,325. 
- Almost all of China's newspapers are 
four-page broadsheets or tabloids, cost- 
_ ing 3-5 fen each (about 1 US cent). The 
— most expensive are the Chinese Com- 
- munist Party Central Committee's 
organ, the eight-page People's Daily, its 
“overseas edition — catering mainly to 
"Overseas Chinese — and the English- 
language China Daily, which is pub- 
‘lished mainly for foreigners in China 
— and sells in China for 10 fen. 
—— Butthough China's newspapers exist 
| dn an atmosphere freer than before, 
| their editors and reporters still operate 
under many constraints. All, including 
- those editing and writing for non-party 
publications, must conform to the 
- party's policy of using the media to help 
- build a strong socialist China. 
| As the journal News Front stated in 
| November 1984: “There were unau- 
| thorised newspapers everywhere during 
the 10 years of internal disorder [the 
- 1966-76 Cultural Revolution]. They 
— published and abused what they liked 
- and created confusion. Now we want 
— stability and unity, and our general 
| target is to realise unity for the Four 
"Modernisations. It is hard to imagine in 
- what way running ‘free newspapers and 
‘magazines’ would benefit our general 
target and general tasks, as these news- 
_ papers and magazines would create con- 
. fusion.” 
— The so-called Peking Spring months 
. of 1978, a short peri ol free expres- 
-sion and dissent, is long gone as is its 
 best-known proponent, Wei Jingsheng, 
who remains in jail for his tough criti- 
‘cisms of the government, serving out à 
‘15-year sentence. 
on, grmentng on the government's 
- constraints on the press, a Western dip- 
lomat said: “I have to read the People’s 
Daily to know what the communist 
- party wants the people to believe — for 
- example, all the recent front-page re- 
| ports of floods show they are preparing 
m le for a poor grain harvest this year 


4 





and further price increases. To find out 
what is happening in the country, I talk 
| to people." 
- A survey of the articles appearing on 
7 September in eight daily newspapers 
= — the People's Daily, its overseas edi- 
} tion, the Economic Daily, Guangming 
| Daily, Worker's Daily, China Youth 
| News, Peking Daily and the China 
i Daily, the only English-language news- 
RC 
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threefold but still sing the party song 














China Daily: large Chinese circulation. 
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paper published in China — revealed 
these constraints. 

Despite a variety of content, with 
each of the eight publications catering 
to a different audience, most of the re- 
ports and articles exhorted readers to 
strive harder to boost the quality and 
competitive strength of people, pro- 
ducts and technology, and to invigorate 
revolutionary spirit through the sports 
movement, which got a plug on the day 


of the survey because that was the day | 


China's Second Workers Games were 
launched. 
All eight dailies carried front-page 


reports of the close of the 12th session of 

the Sixth National People’s Congress’ | 
| News. The Workers’ Daily story was 
| about the dismissal of a Zhengzhou 


standing committee. But only the China 
Daily carried its own report of the 
event. The other seven used the version 
put out by the official Xinhua news- 
agency, which began its main story with 
a reference to the death of China's only 
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CHINA DAILY 


May Day comes in 
with colour, style 


woman vice-chairman, 85-year-old Shi 
Liang. All eight carried on their front 
pages a separate Xinhua tribute to Shi. 


Nao which became part of the rul- 
ing State Council in September 1982, 
dominates coverage of all party and 
government events. Even the People's 
Daily, which, as the central committee's 
organ, makes it the most important 
newspaper in China, is obliged to use 
Xinhua's coverage, which on 7 Sep- 
tember included a meeting between 
Deng and former US president Richard 
Nixon. The Xinhua item was carried by 
all of the eight, except the Workers’ 
Daily, the mouthpiece of the All-China 
Federation of Trade Unions. Of the 13 
news items on the front page of the Peo- 
ples Daily, eight were issued by 
Xinhua. 

The People's Daily outdid itself that 
day in keeping with Party General Sec- 
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good-news stories and 20% bad, exclud- 


ing disasters. Only two of 30 reports ap- 
pearing on its four domestic news pages 
were "bad" — one about Peking taxis 
taking advantage of tourists and the 
other about three hooligans beating up 
a woman teacher. 

The teacher's ordeal was discussed 
on the front page of China Youths 
News, the mouthpiece of the Com- 
munist Youth League, with a demand 
that the hooligans be punished, while 
Guangming Daily, the party newspaper 
catering to "intellectuals," carried it as 
part of a report on a women's federation 
statement on teachers' legal rights. 

It was generally a bad day for bad 
news — with the only other bad-news 
items appearing on the front pages of 
the Workers' Daily and China Youth 


Railway Station foreman for issuin 
bonuses and gifts indiscriminately, an 
the China Youth News story was one 
calling for punishment of an actor who 
had killed a rare and officially protected 
wild goose. 

The Worker's Daily also devoted 
pe to more practical items, carrying à 
short piece advising women on how to 
choose brassiers and a "Seeking Mar- 
riage" section filled with notices placed 
by men and women aged between 26 and 
44. It is national policy to help people 
find spouses. A 40-year-old woman doc- 
tor in à Shenyang Hospital, who gave 
her monthly salary as Rmb 57 (USS18). 
advertised for an unmarried man — di- 
vorced or widowed, without children — 
between 40 and 46 years old, above 1.7 
m tall, with good health and regular fea- 
tures, and a “reasonable” attitude. 

The China Daily was refreshingly 
different, with four foreign news items 
on its front page — Egypt s new Cabinet, 
South African racial violence, Iran's sei- 
zure of an Italian ship and the discovery 
of an ice-age village in Chile. But some 
European diplomats disdainfully dis- 
miss the China Daily as “a newspaper 
for the Americans," in part because it 
carries American baseball results. Two- 
thirds of the China Daily's 80,000 copies 
are snapped up by Chinese who want to 
improve their English. | 

While the content of China's main 
newspapers is intended to reflect "the 
identical interests of the party, the gov- 
ernment and the people," as Hu once 
said, even the general secretary himself 
suggested their style could be much im- 
proved. “Our newspapers must convey 
some knowledge and must be interest- 
ing," he said. "If you write something 
that is boring, no one wants to read it.” 
However, he set limits: "We must not 
allow some people to spread feudal, 
superstitious and decadent capitalist 
ideas under the guise of making things 
more interesting and instructive.” 


— Mary Lee 
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Party journal sets up in SEZ ‘to seek truth’ 


ASIAN The Chinese Communist 
EAT Party's theoretical jour- 


Ri Ea I| nal, Red Flag is attempt- 
X1 Ws | ing to put the pragmatic 
n ! 





* - olicies of Chinese leader 
PRESS Pen Xiaoping into prac- 
eae tice y going south to the 
Shenzhen Special onomic Zone 
(SEZ) “to seek truth from facts.” In 
June,' after countless microscopic 
analyses of what current ideological 
lattorms mean, the journal set up a 
ureau in the SEZ, just north of Hong- 
kong, “to probe a series of important 
theoretical problems related to the 
building of socialism with Chinese 
characteristics." 

Many diplomats and Chinese jour- 
nalists say Red Flag's traditional domi- 
nance of the political landscape has di- 
minished because its theorising has not 
been able to keep pace with Deng's 
liberalising reforms. “[Red Flag] was 
he important 10 years ago," a Western 
diplomat said, "when interpretations of 
the current ideology had to be exactly in 
line with the clique in power. The Peo- 
ple's Daily used to quote from Red Flag 
frequently. It doesn't anymore, because 
there is nothing to quote. Everyone 
knóws that itscontents are no longer re- 
levant tó reform. All debate is much 
more pragmatic.” 

Editor-in-chief Xiong Fu conceded 
as much when, at the — the 
Shenzhen office, he said: “We, the 
editorial department of Red Flag, lack a 
complete and genuine understanding of 
the experiments in the SEZs, including 
their successes and failures. This obvi- 
ously does not suit the task with which 
Red Flag is charged — to propagate and 
expldin" the party's principles and 
policies and to give Marxist answers to 
problems arising in real life, particularly 
those related to the building of socialism 
with Chinese characteristics. We wish to 
use Shenzhen as a base . . . to study and 

robe into a series of theoretical prob- 
ems arising from the construction in the 
SEZs." 

- Red Flag's circulation of 3 million 
would appear to reflect a commandin 
position from which it hopes to “ploug 
and weed" the party's ideological base. 
But its tàsk will not be easy because its 
position is currently weak. Despite its 
new office in Shenzhen — China's eco- 
nomic-reform laboratory — it remains 
to bé seen whether SEZ officials, busy 
making the reforms work to keep Pe- 
king off their backs, will cooperate with 
Red Flag staff. 

One diplomat contacted by the 
REVIEW was sceptical of Red Flag's 
move; “Shenzhen officials may be won- 
dering why Red Flag has set up a bureau 
in their territory: is it to better under- 
stand the reforms, as Red Flag main- 








tains, or is it a move by the old guard to 
find fault with Shenzhen?" 

Red Flag lost out during the last 
ideological debate of any importance in 
1978-80, a Western political analyst 
pointed out, when it sided with then 
party chairman Hua Guofeng, the late 
chairman Mao Zedong’s chosen leftist 
successor, against pragmatist Deng, 
who advocated that what works in prac- 
tice is the basis for "truth." Hua, who 
pushed Mao's leftist ideological line of 
"politics first," was forced to step down, 
and Red Flag stumbled and fell along 
with him. 

Other publications, such as the 
Chinese Academy of Social Sciences' 
Economic Institute's journal, Econo- 
mic Research, have taken over the task 
of finding answers to the problems 
being encountered in implementing 
Deng's pragmatic economic reforms. 
Economic Research addresses these 
problems directly, whether they be of 
enterprises “eating from the big pot of 
the state through the banks" or how to 
maintain a good environment for the re- 
forms. 


T falling off of Red Flag's influ- 
ence coincided with the rise of the 
official Xinhua newsagency weekly, 
Outlook, which reflects Deng's views. 
The publication is said to have direct ac- 
cess to party headquarters. 

Outlook publishes selected speeches 
by Deng, has run interviews with such 
key Deng supporters as Hu Qili, heir- 
apparent of party General Secretary Hu 

aobang, and Li Peng, heir-apparent of 
Premier Zhao Ziyang. Hu Qili disclosed 
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role in the party central committee's de- personalized with | 
cision on economic reform. your company's 
The weekly Ww provides foreign-af- name or emblem 4 
fairs coverage in keeping with Deng's i 
conen ASO” policies and the ome make the perfect r 
sequent increased interest among business gift for = 
Chinese with the outside world. clients or staff. | 
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scribes to Outlook *. . . to keep in touch | 
with what's generally happening inside | 
and outside China." | 
Hence it is surprising that despite a 
having the vital ingredients for success, d 
Outlook continues to have the rela- SHEAFFER. E 
tively low circulation of only 450,000. Ju 
“It could mean that only 450,000 sup- A 
ort Deng." Said one analyst. "or that | 
just as Reg Flag's circulation overstated C 
its influence, Outlook’s understates its | 
authoritativeness. But I look forward to i 


its arrival on my desk every Tuesday SHEAFFER PEN SAROY 
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Sin and retribution 
make a bold show 


By A. Lin Neumann in Manila 


he hottest thing in Manila is not the 

Benigno Aquino murder trial or 
Speculation over President Ferdinand 
Marcos’ health. Nor is it the New Peo- 

le's Army or worry over the nation's 
oreign debt. No, the big ticket item, 
judging from the newspaper tabloids 
and lines at the box office, is the "bold 
movie" craze. Bold movies are soft but 
often violent pornographic films featur- 
ing an ever-changing array of young 
starlets. 

At the simplest level, it is easy to 
understand the popularity of these 
films. “Filipinos are sexually repress- 
ed," says Robie Tan, whose Seiko films 
just completed a new feature entitled 
Bed Sins. The formula is simple: “As 
long as you are able to arouse the sexual 
instincts, that's it." 

Arousal is certainly at the heart of 
the bold appeal, but many of the films 
also probe the darker side of the na- 
tion's cultural ethos as well as raise an 
intriguing political question or two. 

In Scorpio Nights, which drew lines 
around the block at the government-run 
Manila Film Center recently, desperate 
people are driven to desperate acts with 
predictable results. A beautiful and 
frustrated young housewife is no longer 
satisfied with her security guard hus 
band. A young neighbour in then 
cramped lodging house is on to the situ- 
ation and one night pounces on the will- 
ing wife while the husband is at work. 
Sparks fly and the naughty couple grow 
increasingly brazen until one night the 
husband returns, shoots the boy and 
mortally wounds the wife in mid-tryst. 
He then puts the revolver to his head as 
he completes one last intimate act with 
his dying mate. 

While movie-goers were obviously 
there to glimpse ample portions of star 
Anna Maria Gutierrez’ body perform- 
ing some remarkable gymnastics, the 
moral pay-off — blood and gore in re- 
turn for temporal pleasure seems 
consistent with the Philippines’ Roman 
Catholic tradition. 

In Boatman, starring Sarsi Em- 
manuel, the hottest of the current bold 
crop, the film begins with a circumcision 
and ends with castration as Sarsi's 
paramour, a young "toro," or live sex 
show performer, is caught fooling with 
the American girlfriend of a gangster- 
about-town. 

The gothic doom that surrounds the 
lives of the characters in these films be- 
lies any sense that bold somehow trans- 
lates into sexual liberation. Far from it. 





By and large the industry ts prospering 
on flesh but still selling tried and true 
Filipino melodrama. Retribution is re- 
quired for sins of the flesh and the pow- 
erful lord it over the weak 

Political messages are not entirely 
absent from the genre, however. Boat- 
man features scenes of protest rallies as 
a backdrop to the goings on in a live sex 
arena-and the brutality of the politically 


well-connected gangster says much 


about the use of power in the country. 
Further, both Boatman and Scorpto 
Nights do not flinch in their evocation of 
living conditions in Manila’s fetid slums. 
But the political references must remain 


ie 





Ursula Marquez in MGA Manikang Hubad: diversion. 





Manikang Hubad (Naked Dolls), said 
her purpose in life was to divert the 
movie-goer, not draw attention to the 


darker side of life. Who are these 
movie-goers? She asked. "They are 
from the lower class, they live in squat- 
ter areas, You send them to the 
movies and then show poverty? That's 
too much. I want to show them the 
good side of life, like going to the 
beach." 

The issue of censorship, however, 
does unite the divergent film industry. 
Directors such as Brocka, whose politi- 
cally controversial and widely respected 
Bayan Ko (My Country) was tied up by 
the censors for a vear. campaign along 
with with nascent pornographers in an 
attempt to loosen restraints. 

Some filmmakers, among them Is- 
mael Bernal, another respected young 
director, have given up on the genre due 
to the censors. His Gamitin Moako (Use 
Me), the story of a girl turning the tables 








oblique and any mention ol the ruling 
family or opposition movements ts for- 


bidden. 


ut the potential ts there. In White 

Slavery, & sex quickie done by the 
controversial and critically acclaimed di- 
rector Lino Brocka. young girls are sold 
into prostitution through the conni- 
vance of police and à powerful labour 
recruiter. Brocka admits that the main 
purpose of the project "is sex but you try 
and put some honesty into it. You don't 
stop there, vou try and put in a little in- 
sight." 

Most members of the bold communi- 
ty, however, are not thinking about 
politics. Ursula Marquez, who recently 
produced and appeared nude in Mga 








on her abusive mother by marrving rich 
and extracting revenge, was so sliced up 
by the censors that Bernal is shying 
away from further sex-oriented pro- 
jects, 

The film academy of the Philippines 


| has called for an industry-controlled 


film classification board to replace gov- 


| ernment censorship. Marcos recently 


gave them half a cake by creating 
the Movie Review and Classification 
Board. The industry is represented but 
government censors on the board can 
still cut scenes at will. “Let us be more 
wary about objectionable scenes," said 
Marcos, “I don't think we should allow 
explicit sex. " 

In all likelihood the bold rage is fed 
as much by the government's cat and 
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mouse game with nipple — ire and 
frontal nudity as anthing else. Bernal 
said that “it’s a game with the audience, 
to catch the nudity, to see what the cen- 
sors left in." 

The contradiction in the government 
stand is apparent in that movie-goers 
who can afford to pay five times the nor- 
mal admission price can go to the gov- 
ernment-run Manila Film Centre and 
regularly catch glimpses of explicit sex 
before the censors cut the films for com- 
mercial theatres. The proceeds of these 
shows go to the Experimental Cinema 
of the Philippines, a creation of the pre- 
sident's daughter Imee Marcos Mano- 
toc. At the same time Scorpio Nights 
was packing them in at the film centre a 
projectionist who inserted previously 
cut nude scenes into a movie in Batan- 
gas, 100 km south of Manila, was sen- 
tenced by a local court to five years in 
jail for obscenity. 


he industry behind the teasing, violent 
nude spectaculars often mirrors the 
harsh life on screen. Film industry insid- 
ers say that most of the stars, recruited 
from among the ranks of Manila’s nude 
models and the night spots of Olongapo 
City, home to an American naval base, 
are required to make some efforts in 
their private lives. According to Mar- 
ez, a stunning former airline stewar- 
ess, "these girls are really very, very 
young, they come from poor families — 
they act and at the same time they enter- 
tain certain people, wealthy business- 
men for example." 
The bold life takes its toll. Claudia 
Zobel, at the time the most popular 
nymphet, drove her car into a bridge 
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Tina Crisol (left) and ‘bold’ friends: heavy toll. 


abutment while intoxicated in 1984. 
Later that year, Stella Estrada, another 





evitably bloody endings, are neither 
pornography nor farce. They depict a 


rising presence in the industry, hanged | grim fantasy world in which an audienee 


herself in a double suicide with her 
alalay, a Tagalog film world term for a 
usually gay male companion and 
helpmate. 

Tan, Strada's mentor, said of her: 
"She was into drugs, she was only 16 
and too young take the pressures of 
show business." In May of this year, 
Pepsi Paloma, one of a trio of girls, 
among them Sarsi Emmanuel, named 
after soft drinks, also hanged herself. 

The tragedy of the dead stars seems 
to underscore the point that bold films, 
with their dark themes and almost in- 


The wages of shame 


ackstage at the recent Filipino 

Academy of Movie Arts and 
Sciences (FAMAS) awards in Manila 
there was no shortage of bold beauties, 
decked out in sequins, thigh-high slit 
skirts and deep decollete. 

Tina Crisol, 16, was one of them. 
Tina, a discovery of former hairdresser 
Bhabette Corquera, himself dressed in 
a flowing, gown that evening, is known 
as the Brooke Shields of the Philippines. 
A half-American product of a liaison 
between an American sailor and a 
Filipina, Crisol was discovered working 
in a bar in Olongapo City. She likes the 
bold life, she says, and finds the work 
easy. "Its easy to do a bold because its 
easy to take off your dress," she said. “If 
you read the Bible, its like Adam and 
Eve, they were also bold.” 

Perhaps the hottest commodity in 
the business, Sarsi Emmanuel, named 
after the local Sarsi root beer, is a well- 
preserved 19. We waited all day to catch 
a glimpse of Sarsi on the set of Nude 
City. She arrived six hours late, refused 
to grant an interview, sat on the direc- 
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tors lap to soothe his ruffled feathers 
and proceeded to the set. 

Sarsi was playing the victim of a rape 
in the dressing room of a girlie show 
nightclub. Following a brief tussle, a 
ripped brassiere and a gracefully ex- 
posed backside Sarsi screamed, “you 
bastard s--t." and broke down sobbing 
for several minutes, thus confirming her 
reputation as a difficult, if talented, 
young actress. 

Lately, the tabloids and movie col- 
umns have been full of rumours that 
Sarsi's behaviour may seriously damage 
her career. One of her rivals, Myra 
Manibog, even stole the show in the re- 
cent Bed Sins, leading one columnist to 
dub her the new Banana Queen, reter- 
ing to one of her more egregious talents. 
The title was previously held by Sarst. 

Corquera himself is quite a pheno- 
menon. Along with several other 
homosexual talent scouts, he is respon- 
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of voyeurs waits breathlessly for a peek 
at a girl's breast or bottom before the ase 
sassin's bullet or the madman's knife 
cuts her down. It is sex laden with guilt 
and sold through titillation. 

Finally, beyond the skin, it is not that 
much different from other, traditional 
forms. of Tagalog drama. As such the re- 
sonance of the bold film is probably in- 
sured with the Filipino audience. In à 
time of decline, crisis, insurrection and 
uncertainty a little skin and a lot of gore 
may be just the ticket for the average 
movie-goer. ü 





their careers. He takes a 40:60 split on 
fees and signs them to a five-year Cone 
tract. “At first the girls’ parents dont 
like the idea," said the heavily made up 
Corquera, “but they relent because une 
dressing before the camera is the quick- 
est way to reach money, fame and star 
dom.” 

Maureen Mauricio, 18, another of 
Corquera's charges, has appeared nude 
in tabloid newspapers and had several 
small parts in bold films. She is "willing 
to do anything," she says. to become a 
star. Tanya Torre, who named herself 
after Tanya Roberts of the American 
film Sheena: Queen of the Jungle is hav- 


| ing trouble with her career, however. 


First of all. she is 19, a bit old, and see 
ondly she refuses to disrobe all the way: 
“I am very ashamed. I am afraid my 
mother will see me. 

Marilyn Galman, 18-year-old sister 
of Rolando Galman, the man the mili- 
tary said shot Benigno Aquino in 1983, 
announced in a recent article that she 


| was “willing to go bold if the script calls 


sible for recruiting girls and turning | 


them into stars. He maintains a stable of 
some 25 girls, housing them, accom- 
panying them to the set and managing 
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for it.” She played herself in a recent 

movie about her brother, but no one has 

taken her up on the offer to disrobe vet. 
— A. Lin Neumann 
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Playwrights thrive on 
| an ‘open’ Peking stage 
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By C. Bogert in Peking 
ES week a controversial new play, 
entitled WM, sold out every one of 
its performances in Peking. One can see 
why. The show is full of the kind of 
"spiritual pollution" that Chinese audi- 
ences love these days: tragedy, vice, and 
a rousing finale of disco dancing. In ad- 
dition, jt exemplifies a new trend in 
Chinese theatre, where the eclectic in- 
novation of a new generation of play- 
wrights is firmly taking hold. 

WM, which stands for women, or 
"we." is the melodramatic story of 
seven teenagers who endure rural 
banishment together during the Cul- 
tural Revolution, and go on to marry 
and divorce each other, become alcoho- 
lic, attempt suicide, and in one case, go 
blind. The play unfortunately degener- 
ates into soap opera from time to time. 
But it also manages to portray ordinary 
people with a touch that is intimate, 
funny, and often moving. 

This kind of close characterisation is 
increasingly common in today's plays, 
and it has created a new moral am- 
biguity in Chinese theatre. Long gone 
are the days of Jiang Oing's revolution- 
ary operas, where socialist virtue 
triumphed over capitalist imperialism 
every time. Gone too are the days of 
Guo-Lao-Cao, the playwright trio of 
Guo Moruo, Lao dhe and Cao Yu, 
whose works dramatised the evils of the 
old society and the struggles to create 
the new. 

WM offers few judgments on the 

redicaments of its characters. This is 
E Simning more common now. Indeed, 
the summer’s longest-running play, The 
Dead Visit the Living, takes moral am- 
biguity as its central theme. It tells the 
story of a young man who is stabbed on 
a crowded bus while the passengers do 
not lift a finger to help him. He comes 


-back from the grave to visit each passen- 


ger and hear their justifications for 
passivity. What seems at first to be a 
Straightforward moral question grows 
more and more ambiguous as each pas- 
senger offers a plausible excuse. 
Staging, too, has grown more 
suggestive and open to interpretation. 
In WM, the only scenery is a few large 
pieces of corrugated tin hung at various 
angles from the rafters, and long pieces 
of cotton cloth, which the actors occa- 
sionally drape around themselves. 
Technicians amble on and off to adjust 
the spotlights that stand along the sides 
of the stage. The crashing beat of a 
female drummer seated stage right di- 
vides one scene from the next. When 
two of the characters get into a fistfight, 


the pianist seated stage left jumps for- 
ward to perform the sound effects in full 
view of the audience. Realism is aban- 
doned in order to lay technique bare — 
the hallmark of modern art. 

The production of the play has 
clearly been influenced by a variety of 
recent Chinese productions. The drum- 
mer off stage, the tableaux-vivants 
choreography and the spirit of youthful 
ebullience were all clements of The 
Dead Visit the Living. The use of actors 
to represent trees, doors and other in- 
animate objects is reminiscent of this 
summer s lucid and charming mime per- 


Ying Ruocheng as Willy Loman; Shakespearean actors in Peking: ‘never so free.’ 


formances by Wang Jingyu, performer 
and director with the Youth Art 
Theatre of China. 


laywright Gao Xingjian and his 
partner, director Lin Zhaohua, are 
generally seen as the leading young in- 
novators in Chinese theatre. They are 
still its most subtle and creative pro- 


ducers, as September's brief revival of | 


the phantasmagoric Wild Man demon- 
strated, With its stage bare of scenery and 
its use of dreamlike dance and costume, 
Wild Man helped to pull theatre a little 
farther out of the socialist-realist mire. 
But the push for a more "modern" 
look in Chinese theatre is coming from 
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other directions as well. According to 
Diao Guangtan, vice-director of the 
Capital Theatre in Peking, most plays 
sell only 80% of their seats, when in the 
old days theatres sold over 100% and 
had to put chairs in the aisles. The com- 
petition, as in the West, comes from TV 
and films. 

The results are predictable. Out of 
nine major plays performed in Peking 
over the past four months, all but two 
included song and dance sequences, 
usually of the disco variety and mostly 
bearing little relation to the plot. In 
Roster of the Angel of Death, the 
heroine is conversing with her adopted 
father in the living room when suddenly 
she announces, "let me do a dance for 
you," and begins to prance across the 
stage in a ridiculous black-and-white 
body suit, to a tune from Saturday Night 
Fever. Even a play as intelligent as The 
Dead Visit the Living is forced to com- 
pete with TV's gimmicks , and sensitive 
moments are interrupted by sudden 


PHOTOS AP 


bursts into mediocre song. What the 
play achieves with innovative subtleties, 
it jeopardises with sheer bad taste. 

The subtlety and the vulgarity are 
both signals of a new lenience on the 
part of Chinese authorities. "We have 
never been so free before," says Ying 
Ruocheng, China's premier actor and 
director at the People's Art Theatre in 
Peking. Certainly a play like WM could 
not have been staged two vears ago, or 
even 12 months ago. “Non-realism can 
also serve the socialist cause," accord- 
ing to Wang, who knows he is treading 
on uncharted territory and describes the 
play as "exploratory." There is no tell- 
ing how long the freedom willlast. @ 
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Flying on to 44 European destinations via Switzerland is very easy. 
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But also very hard. 


Our timetable shows in impressive fashion just how attractive Switzerland is. With extremely shori 
transit times and excellent connections in Geneva and Zurich, Swissair makes it thoroughly easy for tts 
passengers from Africa, Asia, North and South America to fly on to 44 European cities. And what happens? 
Instead of the short stopover, many passengers prefer an extended stay in Switzerland, with its magnificent 
mountains and delightful scenery, its luxurious hotels and almost unlimited shopping and sports facilities 
A sure sign that the land of Swissair, apart from being an unusually central starting-point lor journeys 


in Europe, is also an unusually attractive one. swissair g? 


The Manila Hotel. 
It fails to live up to its reputation in only 


one respect. 


For seven decades, 
The Manila Hotel has met 
the most demanding needs 
of distinguished visitors 
from around the world. 

Heads of state, 
royalty, legendary 


generals, business tycoons, 


sheiks, superstars of the 
entertainment world and 
world sports champions. 

To a world of 
travelers, The Manila 
Hotel is synonymous with 
luxurious service, 
luxurious accommodation, 
luxurious ambiance. 

And luxury prices. 


The one reputation we 
don't deserve. 

Because, surprisingly, 
staying at the same hotel 
as President Eisenhower, 
Douglas Fairbanks, John 
D. Rockefeller and the 
Duke of Windsor — 
perhaps even getting the 
same spectacular view 
General MacArthur 
commanded — can cost 
you as little as $80 a 
night. Yet you'll still 





enjoy the pampered status 
other hotels reserve only 
for guests in royal suites. 
Staying at The Manila 
Hotel. 
[t's one luxury no one 
can afford to pass up. 


FOR RESERVATIONS: 
Manila Tel. 47-00-11 
Cable: MANILHOTEL 
Telex: ITT 40537 MHotel 
PM ETPI 63496 MHotel 
PN RCA 22479 MHC PN 
UTELL INTERNATIONAL 
LTD. PAL DISTRICT 
SALES/ RESERVATIONS 
OFFICES WORLDWIDE 


There are perhaps a dozen incredible 


places you must see in the Orient. 


One of them is a hotel. 


Philippines 





























WWF Kojo Tanaka BCL 


The 
Giant Panda 


needs your help 
tO survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that’s just one of the problems facing the 
Panda 


To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites—all these 
factors and many more which threaten its 
survival, 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People’s Republic of China. 

WWF has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF’s worldwide 
conservation efforts to save life on earth. 


But WWF needs money - your money. 
Please send contributions to the WW'F 
National Organisation in your country or direct to: 
WWFE International, 1196 Gland, 
Switzerland. 


WORLD WILDLIFE FUND 


WWF acknowledges the donation of this space by 
ar Eastern Economic Review. 
Advertisement prepared as a public service by Ogilvy & Mather 
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EXTINGUISH FIRES 
IN FIVE SECONDS 


Even before premises have been evacuated, Pyroforane automatically sets 1 
extinguishing an outbreak of fire in the space of 5 seconds. 

Because of its instant, total flooding effect, with no risk to personne! and equ 
Pyroforane is particularly suitable for the protection of vital areas within buildings : 
- areas where items of high value are concentrated (computer rooms, museums, str 


- areas with essential functions (control rooms, telephone exchanges, tape stores, 
rooms...) 


- areas at high risk (solvent storage areas...). 








—— is t i i i s t t m s m e s i i i un o n 
To obtain complete information on Pyroforane 1301, send this coupon to Mr Larsen, ATOCHEM CHINA 
Road, Kowloon (Hongkong) or Mr Auvigne, ATOCHEM SOUTH EAST ASIA, 36 Robinson Road, 08-0. 
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Name 
Job function Company 
Address 

Tel 


ATOCHEM pyroforane 


La Défense 5 - Cedex 24 
92091 Paris La Défense (France) 


1600) 4$ 34 70100" Telex ATO or1822F the instantaneous fire fighter 
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Hennessy- 
The Original XO 
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Hennessy 


XO 


Getting your manufactured goods or raw materials safely to the right place, at the right time and at the right 
cost, is fundamental to success - whether you are an importer or exporter. 
Entrust your cargo to Nedlloyd, and our staff and agents on land and sea will prove that only excellence in 
service, reliability and efficiency is good enough. 
Our 60 liner vessels, serving over 200 ports worldwide will be in support. 
Stay on the road to success with Nedlloyd - Worldwide transport at its best. 


Nedlloyd Lines, Houtlaan 21, 3016 DA Rotterdam, The Netherlands. Tel: 177933 Telex: 24690 NEDL NL 


Your Road to Success 
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Face to face with tradition. 


When you are looking at Saab- 
Scania you are looking at the 
culmination of nearly a century of 
fine engineering. From our very 
earliest trucks, buses, cars and 
aircraft to the sophistication of the 
latest automotive and aerospace 
products, our tradition of innovation 
and engineering quality has always 
been maintained. 


Over the years the Saab-Scania 
Group has established a solid 
record of sales, profitability and 
return on investment in what are 


generally considered tough markets. 


That record has 

been achieved by a 
consistent policy of 
providing high quality, high 
performance products to meet 
specific demands. 





The Saab-Scania symbol 


sumrmarizes that experience and 
ability. Combining the elements of 
our past into a declaration for the 
future. 


SAAB -SCANIA 


Leaders in specialized transport technology. 


Sash.Grania AR G.&481* RAI inkAningn Sweden 









The 142 is the flagship « 
the Scania truck range. h 
offers the power and 
operational economy of the 
Scania V8 intercooled turb« 
diesel engine within the 
framework of our modular 
construction system. 


By our in-depth thinking in 
design, engineering and 
production, Scania offers a 
wide range of trucks and 
buses tailored to meet the 
specific needs of individual 
operators. Vehicles which 
follow in a tradition of 
outstanding economy and 
performance. 
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E ings right here in the Philippi 
verything’ right here in the ppines. 
ith 7,107 tropical islands, it's 
no wonder the Philippines has some of the finest 
beach resorts in the world. If you'd like 
to get away from it all, we'd like to invite you 
to share our warm Filipino hospitality 
here in the heart of Asia. 
Wherever you live in the region, you're only 
a few hours away by one of our wide-bodied Airbuses. 
But our home offers pure white sand beaches, 
crystal clear waters, and first-class resorts that are 
a world apart. All at bargain prices. 





There's no better time to see your travel agent or us to 
find out why everything's 


$a * 
right here in the Philippines. Philippine 








Diem with French ambassador Roger Lalonette; war comes to Saigon: no formal declaration. 





HISTORY 


And then there was war 


An International History of the Vietnam War, Volume I: Revolution versus 


Containment 1955-61 by R. B. Smith. The Macmillan Press Ltd. (No price given.) 


ike smoke under a door the Vietnam 

War wassuddenly on the TV screens 
in evervone's living rooms. There was 
no formal declaration bv either side, no 
dramatic event comparable to Pearl 
Harbour in 1941, or the North Korean 
lunge across the 38th Parallel in June 
1950. 

Hanoi commemorates two ànniver- 
saries of its earlier conflict with France: 
the beginning of resistance in the South 
in 23 September 1945 and the general 
uprising in the North of 19 December 
1946. There is no equivalent anniver- 
sary for the resumption of the struggle 
against the South's president Ngo Dinh 
Diem which occurred long before the 
founding of the National Liberation 
Front in December 1960. Political ac- 
tion against him, which began im- 
mediately after the partition of North 
and South Vietnam in Geneva in 1955, 
developed imperceptibly into an armed 
struggle as a result of decisions taken 
over years. 

Washington is still not in agreement 
with itself on when the commitment to 
support Diem became an actual military 
conflict: by the time John Kennedy as- 
sumed the presidency in 1960, guerilla 
warfare had already begun and most 
Western writing has tended since to em- 
phasise the continuity between the 
French and US periods of a single war, 
with the origins of Washington's in- 
volvement traced back to then presi- 
dent Harry Truman 's decision to aid the 
French in 1950. 

This book is the first of four volumes 
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which will take the reader up to 1976. 
Smith argues that to produce a satisfac- 
tory interpretation of the origins of the 
second war one needs a re-examination 
of the Geneva settlement: the essential 
purpose of its ceasefire agreements (the 
only documents actually signed by the 
French and the Vietminh) was to bring 
an end to the war and required, in prac- 
tice, the partition of Vietnam, as well as 
agreement on the separate political 
development of Cambodia and Laos. 
The North Vietnamese might cling 
tenaciously to the promise of elections 
and eventual political unification, 
nebulously outlined (but also not 
signed) in the Final Declaration of the 
conference — thereby giving the coun- 
try the same partitioned status of Ger- 








many and Korea — but for several years | 


they could get no more than token sup- 
port for that idea, even from among 
their communist allies. 

In fact, Smith emphasises, partition 
was expected to last indefinitely: so how 
did the situation change between the 
end of Geneva and the resumption of 
armed conflict in 1959-60? At what 
point and for what reasons did the com- 
munists decide to return to armed strug- 
ele in South Vietnam? This volume does 
not ask whether partition was justifiable 
but only when and how the ceasefire 
broke down. It tries to answer the ques- 
tion by relating developments in Viet- 
nam to a wider international perspec- 
tive. Kennedy’s decisions on counter- 
insurgency taken in 1961 thus appear 
not so much as an arbitrary US decision 














to inflict a new war on Vietnam, but 
rather as the response to a communist 
challenge which could not be ignored, 
Even hawks, who have been more will- 
ing than others to lay blame for the war 
on the Hanoi-Moscow-Peking axis; 
have never attempted to show in detail 
how specific US moves were made in di- 
rect response to communist actions, 

No one would write the history of a 
game of chess, move by move, by re 
cording only the moves of the black 
player, Smith says. Assumptions and 
calculations of both American and com- 
munist decision-making in that pertod 
had to be global and were forced to take 
notice of continuous interaction. be- 
tween conflicting personalities, govern- 
ments and events in London, Parts, 
New Delhi, Rangoon, Bangkok, Kuala 
Lumpur, Jakarta, Singapore, Taipei 
and Tokyo — to say nothing of Hanoi, 
Vientiane, Saigon and Phnom Penh. 


aramount among these considera- 

tions were, firstly, the late Nikita 
Khrushchev's attempts to win over his 
Soviet hardliners to the idea of detente 
in relations with the US, while at the 
same time maintaining his determina- 
tion to retain domination of aid to and 
influence on the Vietnamese ahead of 
the Chinese. This was a favourable 
situation for the North Vietnamese who 
exploited it to best advantage, expe- 
cially after the 1959 breakdown Of 
Soviet aid to and cultural relations with 
China. 

A second consideration ts whether oF 
not the US missed an opportunity to 
better its appalling relations with China 
during the 1956-58 period when, says 
Smith, there were some small indica- 
tions that some members of the political 
establishment in Peking notably 
Zhou Enlai and foreign minister Chen 


Yi — were hoping for — 


61 
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rather than deterioration? But US sec- 


retary of state John Foster Dulles, who 
argued in a San Francisco speech in 
June 1957 that communism was no more 
than a passing phase in China, was sup- 
E by Taiwan's Chiang Kai-shek in 
is determination to drive a wedge be- 
tween China and Japan and isolate 
China from the rest of East Asia. 
There were two less obvious but still 
critical turning-points in international 
history that occurred in 1958; both were 
to affect Vietnam: for the first time a 
government which had chosen to ally it- 
self positively with the US was over- 
thrown by an internal political upheaval 
in Iraq, thereby setting back the US- 
sponsored Baghdad Pact. After Pe- 
king's failure to recapture Quemoy the 
Americans appeared to adopt a more 
conciliatory tone towards Peking, which 
thereupon hardened its anti-imperialist 
line with. quotations from Mao's writ- 
ings under the headline: “Imperialism 
and all Reactionaries are Paper Tigers." 
Representing mood changes in key 
areas of the Third World and national 
liberation movements, Fidel Castro 
moved into a position from which he 
was able to take Cuba's capital, 
Havana, at the beginning of 1959. 
Thus, in the second half of 1958 and 
the early months of 1959, Indochina 
once again began to emerge as the focal 
point of conflict between the US and 
communist powers. 


Fe Washington’s point of view the 
gravity of the situation arose not so 
much from events in Vietnam as from a 
general concern that the whole US posi- 
tion in Southeast Asia was likely to be 
challenged. Having lost ground in the 
military scuffling among Indonesian 
generals, the Pentagon attached greater 
importance to ties with Vietnam, Thai- 
land and Laos; later (in 1964) the 
domino theory — one down, we all fall 
down — was invented to justify propo- 
sals for major military action in In- 
dochina. The fact that Indochina was 
becoming more vital to US global stra- 
tegy made it also more important in the 
calculations of the Soviet Union and 
China. In these circumstances the North 
Vietnamese began to find more sym- 
pathy for beefing up that struggle 
against Diem. 

On this exhaustively painted, broad 
and bright canvas, Smith finds he can- 
not highlight one specific decision as the 
Starting point of the conflict. Nor does 
he find it easy to say that the decision for 
war was taken exclusively by one side or 
the other, representing a definable act 
of aggression. 

e conflict grew out of a series of 
moves and counter moves in which each 
side attempted to strengthen its position 
vis-à-vis its potential adversary. All that 
is Certain is that the period October 1958 
to July 1959 contains the origins of what 
became the Vietnam War. 

— Donald Wise 
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It’s all in the name 


Shanghai by Christopher New. Futura Publications, London and Sydney. No price 


given. 


uite a number of fiction writers 
have recently chosen Shanghai as 
the scene for their novels, and one can 
appreciate why. It has all the best ingre- 
dients for middlebrow fiction — adven- 
ture, politics, war, drugs, sex and 
wealth. It is relatively easy to research 
through the numerous contemporary 
accounts of life there in the first half of 
the 20th century, and the very name has 
allure on a title-page. 

Christopher New recognises this in 
the plain title he has chosen for his latest 
novel. A philosopher at Hongkong Uni- 
versity, New has already launched into 
fiction with his book Goodbye Chair- 
man Mao. But Shanghai is in the epic 
tradition (James Clavell, look to your 
laurels). Meticulously researched (this 
reviewer could not find a single error in 
the massive backdrop), it conveys the 
sights, sounds and many of the smells of 
old Shanghai, which even nowadays 
provide a rich soup of between-the-wars 
atmosphere in the once-thrilling city. 

New is clearly in love with his subject 
matter, whose texture is more impor- 
tant than the rambling plot which covers 
a time-span of half-a-century, and is in 
the nature of a family chronicle. 

Denton, a young Englishman, ar- 
rives in Shanghai in 1903 to join the Bri- 
tish-officered Customs Service. Treated 
to the sight of a beheading on his first 
day (which never leaves his memory), 
he soon becomes aware of the corrup- 
tion of the British officials, especially 
the coarse and brutal Mason, for whom 
a most appropriate fate is reserved 600 

ages later. By refusing to accept 
br es, Denton gets himself fired from 
the service and goes into business with 
his Chinese-language tutor. He prospers 





through dealings on the stock exchange, 
and his virginity is deftly removed by the 
sing-song girl Su Mei. 

A good deal of the plot revolves 
around Denton’s involvement with the 
triad chief Pock-Mark Chen. Although 
disliking each other and becoming rivals 
in business, their relationship shows a 
certain empathy, Chen symbolising the 
moral flaws in Denton's character. 

New has had the interesting experi- 
ence of recreating Shanghai — from the 
millionaires to the humblest amah — 
through his experience. of people in 
Hongkong. His descriptions of Anglo- 
Chinese personal relations are mas- 
terly, as is his portrayal of the former 
prostitute Su Mei, a realist in the harsh- 
est tradition of necessity, whom Denton 
eventually marries. He is equally sure- 
footed in writing about the problems of 
Eurasians in prejudiced Shanghai and 
the lecherous Jewish financier Jacob 
who becomes Denton’s close friend. 

The atmosphere of the British cus- 
toms mess is surely based on the Royal 
Hongkong Police in their most corrupt 
period of the early 1970s. And all Bri- 
tish colonial clubs have similar atmo- 
spheres (Denton is cold-shouldered out 
of the Shanghai Club because he has a 
Chinese wife). Even the dropping of 
most final consonants by the Chinese 
characters reflects Cantonese accents 
rather than those of Shanghai. 

The book is too long: one skips the 
over-detailed descriptions of the 


characters’ feelings. But then this is part 
of the epic genre. Shanghai is a remark- 
able achievement by an author who has 
surely more good things in store for lov- 
ers of the mysterious Orient. 

— David Bonavia 
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The People's 
Republic of China 
Year-Book 1984 


112 colour illustrations, 
400 b/w illustrations and 
all the information on 
China you'll ever need! 
Now only US$75 
(hard cover) 





The 970-page People's Republic of China Year-Book 1984 is 
without doubt the single most complete reference work ever 
produced about China. Its contents range from the land and its 
people to business, economics, finance, culture, education, 
politics, science and technology and countless other subjects. 
What is it? 

The result of thousands of man-hours, the People's Republic 
of China Year-Book 1984 was written and edited by The New 
China News Ltd. and Evergreen Publishing Co., a group of 
dedicated professionals who know China intimately. The 
result is a book of unmatched breadth and depth. 

Who needs it? 

Completely indexed, the People's Republic of China Year- 
Book 1984 places thousands of facts and bits of information 
at your immediate disposal. The book is essential to 
businessmen, financiers, students, professors and virtually 
anyone with a need to know or a keen interest in China of 
today. Liberal use of charts, maps. tables and colour 

photos makes the book enjoyable as well as informative 
reading. 

How to get it 

Order your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment of 
US$75 (or the equivalent in local currency) to the indicated 
address. 


ouble-barrelled 1 
you cannot afford to pass... 


o> aeg. SS 


ffer 


P p Á 
"uu 


ES j 





~~» ss The Annals of 
— . China's Enterprise 
d^: Register 1984 


1200 pages of vital and 
detailed information on 
all major.Chinese national 
cotporations and foreign 
trading companies! 
Now only US$80 
(hard cover) 





4 "- 
This Register contains information on 600 Chinese national — 
corporations and foreign trading companies, and their branch 
offices. Published bilingually in English and Chinese. it 
provides a company profile, copies of business licence and ` 


certificate, scope of trade and registered capital of the 
individual corporation. 


What is it? 

This Register draws its information from the data file provided ` 
by the State Administration of Industry and Commerce. Based 
on the information of enterprise registrations under the A 
economic laws, this Register is an authoritative and 
comprehensive work of reference designed to disseminate 
information for all licit corporations. 

Who needs it? 

This Register. completely dependable and well documented, 
presenting reliable information and data for China's socialist; — 
economic constructicn is a must for business executives, s 
financiers, industrialists, or anyone currently doing or 
planning to do business with China. It further serves as a 
valuable reference source for those involved in the studyoft — 
Chinese economy. i 


How to get it 
Simply complete the coupon below today and send together 
with your payment in the amount of US$80 (or equivalent in 
your local currency) per copy. if 








Order both books and save US$25. Clip and mail this coupon today! Send to: 


| Circulation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. | 3 
| A) O Please send ........ copy(s) of | B) O Please send ........ copy(s) of | Buy both and save US$25 | 1 
The People's Republic of The Annals of China's | ^. 
| China Year-Book 1984 for | Enterprise Register 1984 lor C) O Please send ........ set(s) of both l 3 
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copy. Forsurface mail delivery | copy. For surface mail delivery | Year-Book 1984 and Annals of | 
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Clad in Kuala Lumpur 
gr Deep anxiety is run- 
ning through South- 
F cast Asia about com- 
* $ modity prices — oil, 
ssl in. rubber and a host 
of others. It is linked 
to sustained declines in 
B demand or huge stock 
- overhangs as well as seasonally slow 
| uptake or temporary over-supply prob- 
- lems. Whatver the causes of the current 
(p 'oblems, one fact stands out above all 
Others: not since the disastrous 1981 
"drop in prices have regional commodi- 
‘ties been hammered as hard across the 
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From petroleum and vegetable oils 
‘to tin, rubber and timber, the region's 
"commodity exports have faced weaken- 
ing, stagnant or abruptly collapsing 
markets since mid-year, accelerating 
from the beginning of October. Al- 
‘though their troubles are less dramatic 
‘than the tin market's collapse or less 
‘Catastrophic than the plight of the 
Philippine sugar industry, the picture 
- adds up to potentially serious drops in 
-foreign-exchange earnings and, indi- 
- rectly, government revenues. 
- — For example, worldwide flush condi- 
tions in vegetable oils and fats have 
- pushed palm-oil prices down 60% since 
early May to the current US$350 a 
tonne. Coconut oil — only recently out 
of the recessionary doldrums and 
another, if less important, regional 
commodity — has followed suit, falling 
- away from US$525 a tonne in July to 
around US$430 a tonne in early 
- November. 
-— Rubber refuses to move out of the 
bottom band of prices just above a 
*must-buy" trigger value for a commo- 
dity stabilisation agreement that is 
swollen with stockpiled rubber. The 
_ story of tin is well known, while South- 
- east Asia's sawn-timber sales continue 
_ to languish well below the US$160 a m3 
prevailing three years ago. Spices 
Ihave not moved much since late last 
^ year. 
— Petroleum sales from the three key 
- Asean producers — Indonesia, Malay- 
| sia and Brunei — are running into 
| mounting problems. Together these 
| countries account foronly 4% of global 
| oil production, and they are finding it 
| harder to resist undercutting pressures. 
— Malaysia, and Indonesia especially, are 
competing ever more directly with 
} China's oil on the Japanese market, and 
| "optimistic" industry sources see oil 
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p^. | Primary commodities fall across the board 


; All tumbling down 


dropping to US$24 a barrel while most 
expect a further drop after March next 
year. 

lf there is à common commodity price 
complaint, there may also be a common 
cause. In varving forms, the region is 
now coming up against problems of 
over:production. Experts reckon that 
Malaysia, Indonesia and Thailand — 
the three largest rubber producers — 
will have to cope with a quasi-perma- 
nent "structural surplus" resulting from 
over-confident demand growth fore- 
casts in the late 1970s. Some in the edi- 
ble oil industry also believe that demand 
will. begin to lag increasingly behind 
production of oils in the region — Ma- 
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indonesian oll low prices. — 





laysia alone is having to cope with about 
a 200,000 tonnes a month production 
surplus in September and October as 
offtake slackens. And Malaysia's deci- 
sion in the 25 October budget to effec- 
tively pump enough petroleum to buy 
its way out of a revenue crunch shows 
that over-supply in this market also will 
prevail during 1986. 

The collapse:of the world tin market 
has sent shudders through the Malay- 
sian Government. Yet for all the invec- 
tive thrown from Kuala Lumpur at tin 
producers (such as Bolivia and Brazil) 
for rejecting International Tin Agree- 
ment (ITA) production cutbacks while 
reaping the market benefits, Malaysia 
has decided to do some commodity pig- 
gybacking of its own next year by lifting 
petroleum output to 510,000 barrels per 
day (bpd) — and Opec be damned. 


DAVID JENKINS 


The primary commodity sector still 
holds enormous sway in Malavsia where 
last year, even excluding petroleum and 
gas, commodities such as rubber, tin, 
palm oil, pepper, timber, coconut oil 
and pineapples pulled in about M$15.8 
billion (US$6.5 villion), or 42% of total 
export earnings. Price fluctuations are 
endemic to commodity markets, and 
Malaysia s export receipts — ‘which 
routinely contribute more than half the 
country's gross domestic product — are 
not exempt from these gyrations. At 
any time, one or more commodities may 
be earning less than a few months ear- 
lier while others command stronger 
prices. However, only rarely do most 
commodity prices move downwards in 
unison, and almost never do they all 
drop at the same time. | 


RH ut that is precisely what has happen- 
ed during the past three months. As 
recently as April the commodity out- 
look was surprisingly bright. fhe ben- 
chmark price for natural rubber — the 
standard Ribbed Smoked Sheet Grade 
One (RSS1) — had breached the impor- 
tant psychological barrier of 200 Malay- 
sian-Singapore cents a kg (a composite 
price of the two currencies), after wal- 
lowing for months at around 180 M-S 
cents a kg. Tin prices, long depressed, 
also seemed finally to be recovering. 
having moved off the M$29.15 a kg ITA 
floor price to more than M$29.70 a kg. 
Meanwhile, palm oil still looked solid, 
having shot up from M$1,200 a tonne in 
January to over M$1,600 a tonne at the 
end of April when seasonal vegetable- 
oil shortages became apparent in the 
world market. And even though petro- 
leum prices were only just holding their 
own at US$27 a barrel, no dramatic slip- 
page on this front seemed in store. 

But all that has changed. Even in 
June the situation had begun to turn 
around, and since then prices have 
mostly moved downwards. After June, 
rubber also moved decidedly away from 
hesitating buyer support, slipping back 
to hover at about 170 M-S cents, close to 
the "must-buy" levels of the Interna- 
tional Natural Rubber Agreement 
(INRA), another commodity price sup- 
port cartel with a secretariat headquar- 
tered in the Malaysian capital. Palm oil 
commanded just M$680 a tonne at the 
beginninng of November (compared 
with M$2,200 about 18 months ago), 
and expected high monthly production 
figures could keep the prices down until 
at least early next year. Timber prices 
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| earners by comparison to other com- 
modities — show some resilience. 

Meanwhile, the near-collapse of 
even minimal consensus at the recent 
Opec ministerial session has raised fears 
about oil revenue. Some Malaysian 
economists privately say even dramati- 
cally boosted oil production might not 
counteract a relentlessly softening 
world market once the northern-hemis- 
phere winter ends. 

After a 3.8% reduction in pumping 
last year (finishing the year at 430,000 
bpd), Malaysian crude oil production 
will soar by 18.6% this year, Predicated 
on US$26 a barrel oil price, Treasury 
planners forecast revenue rising to 
MS9.5 billion in 1986 — 23% of total ex- 
port receipts. A drop in benchmark oil 
prices to US$20 or less will pull the rug 
out from under this assumption 
(REVIEW, 7 Nov.). The government's 
own revenue projections depend con- 
siderably on petroleum earnings. 

There is a renewed sense of urgency 
in the face of gloomv forecasts about 


S 


short-term earning prospects for Malay- 
sia's (and much of Asean’s) spread of 
commodities. Certainly Malavsia's 
macro-economic planning will go awry 
(its current five-year plan, ending this 
year, forecast M$2.95 a kg for rubber 
and M$1,158 a tonne for palm oil for 
1985, for example). But other worries 
also lie behind the ministers’ thinking. 
The first is the impact on 2-3 million 
Malays of an unrelieved rubber-price 
slump. The predominantly Malay 
settlers in government land-clearance 
schemes or in longer-established small- 
holdings which are dependent to some 
degree on at least minimally profitable 
rubber acreage, have enormous politi- 
cal clout, both at general-election time 
(rumoured to be in the offing) and 
within the ruling United Malays Na- 
tional Organisation (Umno) whose pre- 
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Secondly, ministers are mindful of 
Malaysia's increasingly more compli- 
cated commodity diplomacy with its 
Asean neighbours — notably Indonesia 
and Thailand. Thailand, which boasts 
impressive smallholder productivity 
and claims to replant 50,000 ha a year 
with higher-yielding trees, now appear 


' . 
to have almost the same area planted in 


— — — — —— ———— — — — —— — — 


rubber as Malaysia. Thai unit costs are 
considerably lower, even by compari- 
son with Malaysian smallholders, whe- 
ther Chinese or Malay, sources 
suggested. Indonesia has also widened 
its rubber acreages enormously in re- 
cent years, and benefits from compara- 
tively cheaper cultivation and harvest- 
ing costs. Equally, the two countries 
have begun to catch up with Malaysian 
palm-oil production. Both are also tin 
producers, and both belong to the ITA 
and INRO. Even more than Malaysia, 
Indonesia depends on oil revenues. 

Yet experts discern a gradual widen- 
ing of differences in approach between 
the Asean partners. While still preserv- 


Rubber processing: gloomy forecast for Malaysian earning prospects. 





ing some common producer positions in 
these and other commodity-price agree- 
ments (CPAs). Malaysia is sometimes 
at variance. with its neighbours over 
such matters as the wisdom of Jakarta 
counter-trading large quantities of rub- 
ber or the stringency with which Thai- 
land has enforced ITC tin production 
cut-backs and anti-smuggling rules. Tin 
smuggling counter-measures have also 
rubbed Singapore the wrong way on oc- 
casion. Kuala Lumpur pleased Jakarta 
by its decision in December 1984 to re- 
duce oil production by 40,000 bpd, but 
the Indonesians will be less than 
enamoured with Malaysia's decision to 
crank up oil output again, and the deci- 
sion also has longer-term repercussions 
for Brunei. 

Despite hosting in Kuala Lumpur a 
common forum to discuss tin matters — 


avere 
PC. an ende 
oriented grou ing that includes two A 
rican states, Bolivia, Thailand, Mala J 
sia and Indonesia) — the Asean neigh- 
bours have not agreed on a common ap- 
proach to the ITA's cash problems. 3 
Although cohesive enough in Wash- 
ington when urging restraint in sales” 
from the US General Services Adminis- 
tration (GSA) tin stockpile, the Aseam 
partners have not managed to give sub- 
stance to Mahathir's call earlier. this 
year for a coherent Asean commodities : 
marketing policy vis-a-vis the consum- 
ing countries. y 
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ose test of Ascan resolve on come 
modities is coming up when the 
INRA is renegotiated next year. At the 
last meeting of the 33-nation council 
producers grudgingly accepted à man- 
datory 3% cut to the buffer stock man- 
ager's intervention price (REVIEW, 29 
Aug.) and sources said then that Malay- 
sia's behind-closed-doors hint that wW 
could leave INRA did not win Im- 
donesia's endorsement. 

The INRA buffer stockpile now 
amounts to about 350-360,000 tonnes. 
Should the buffer-stock manager con 
tinue to need to buy, the 400,000-tonne ` 
threshold will be reached — the point 7 
where INRA members must decide if — 
the next, and last replenishment to the 7] 
agreement's maximum stockpile limit of — 


500,000 tonnes should be financed by J 
| members’ levies or by bank loans that 


would take part of the stockpile as cok 4 
lateral. ] 

At a 4-6 November INRA Council J 
meeting in Kuala Lumpur, studies ¥ 
examining the financing options sug- f 
gested that ordinary sovereign borrow- 
ing to meet replenishment commitments - 
would be easier (and cheaper) than 
elaborate, stockpile pledged loans. 
How this will go down with the three 
major Asean rubber producers ( Malay- 
sia, Indonesia and Thailand — in order 
of output) is unclear. Some worries 
about the cash position of the INRA 
buffer stock have surfaced recently 
among Singapore rubber traders, 
rumours fuelled still further by the con- 
tinuing absence of the 

In a recent World Bank staff paper 





| entitled The Outlook for Primary Com- 


modities, the contrast between the 1981 | 
commodities slump and the current, J 
possibly transient, downturn is appa- f 
rent. Then the non-fuel commodity | 
prices hit their lowest level since World — | 
War lI, with the strong US dollar mak- 
ing those commodities that are dollar | 
quoted (rubber, for example) dearer, ¥ 
accelerating slack demand still further. 
pushing down prices still harder. Ab ~ 
though written before the current en- f 
tanglement, the report forecasts that 
"price. prospects for non-fuel primary 
commodities are not very bright" in the 
face of slow growth in the world econ- 


omy. Gg T 
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E By Lincoln Kaye in Jakarta 
with the attendant 
" d danger of a sharp fall 
za onc of the ills — 
E ! though potentially the 
|l RUMBLING Sap y 
i1 ing the Indonesian 
- economy. The economic news recently 
- most populous nation. In October, 
| demonstrators picketed the US Em- 
the protectionist Jenkins Bill in con- 
‘gress. Finance Minister Radius Prawiro 
sures in the forthcoming budget, trade 
-and aid talks with the Soviet Union have 
- another important Indonesian export — 
- seem on the point of collapse. 
‘serves now stand at a comfortable 
"US$10.6 billion, equivalent to about 11 
has been built.up since the snap rupiah 
devaluation in 1983, in the wake of the 
oil prices are on the skids again, and oil 
ES. Sis yo? 
- provides nearly 70% of Indonesia's ex- 
he Imsmen have pledged not to resort to 
further devaluation in the near future, 
| near-term peak, a point Ali Wardhana, 
- industry and finance, admits. 
_ They got there by a happy coinci- 
| to be repeated again. By boosting its 
‘imports, Indonesia was able to halve its 
—eurrent-account deficit to US$2 billion 
on stream pushed up liquefied natural 
Offset the drop in earnings from foreign 
oil sales. At the same time, non-petro- 
MP 
billion, while non-petroleum imports 
- registered a 5% decline. 
| (ending 31 March), crude-oil earnings 
| dropped by almost a third to US$3.3 bil- 
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4 ‘ * al +i | 

the oil tide 
1 Disarray within Opec, 
in oil prices, is only 
| CARTELS most serious — afflict- 
| has been uniformly bad for Asia's third- 
_ bassy to protest against the passage of 
A as hinted at even more austerity mea- 
‘stalled, and world prices of tin — 
Indonesia's foreign-exchange re- 
-months' imports. Most of this cushion 
first round of oil-price declines. Now, 
'port revenues. The country's economic 
L.sO the reserves are probably at their 
jJ coordinating minister for the economy, 
- dence of circumstances that is not likely 
- non-oil exports and cutting its non-oil 
in fiscal 1984-85. New gas trains coming 
—gas (LNG) exports enough to almost 
leum exports increased 10% to US$5.9 
But, in the first half of fiscal 1985-86 
- lion, while LNG exports levelled out at 


. US$1.6 billion. Non-petroleum exports 
| remained unimpressively stable, but 
| quota constraints, commodity cartel 


collapses and slumping world markets 
threaten earnings from such staples as 

| plywood, rubber, coffee, tin and nickel. 
i The Jenkins Bill, in the form passsed 
| by the House of Representatives, could 
— slash Indonesia's US$270 million of tex- 

} tiles and handicraft exports by as much 
as 80% . Despite US President Reagan's 
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expected veto of the bill, the protec- 
tionist trend it signals has Jakarta 
policymakers worried. Overall non- 
petroleum exports showed a 2% rise in 
the first half of the fiscal year, to 
US$3.26 billion, but even this feeble 
momentum could prove difficult to 
maintain. 

Imports; over the same period, drop- 
ed a further 20% , to US$6 billion, re- 
ecting reduced capital spending and 

depressed consumer demand. Capital- 
intensive investment projects have al- 
ready been pared to the bone, so further 
cuts could prove difficult to find. Fiscal 
stimulus to the domestic economy will 
have the unavoidable side-effect of 
boosting imports, while planners shy 
away from further import-substitution 
measures lest they worsen the econ- 
omy's much-deplored high-cost syn- 
drome. With imports edging up during 
the second half of the fis- 
cal year at the same time 
that exports decline, In- 
donesia could end 1985- 
86 with a current-account 
deficit as high as US$3.5 
billion if present trends 
continue. 

Sipe projec- 
tions, however, could 
well prove over-optimis- 
tic for the earnings of the 
all-important oil sector. 
Industry sources expect a 
sharp drop in coming 
months in the price of Indonesia's 
benchmark Minas crude. "If it's no 
more than a couple of dollars, we can 
take it in stride,” Wardhana says. It isa 
fairly open secret that Indonesia, like 
other Opec members, is quietly lifting 
crude in excess of its cartel quotas and 
jigging its prices through blends and 
counter-trade. But some doomsayers 
predict that Minas might shed as much 
as a third of its value, now pegged at 
US$28.53 a barrel. 


b a balance of payments would not 
be the only casualty of such a jolt. 
Nearly two-thirds of government re- 
venues, too, depend on oil and gas. 
Wardhana estimates that each US$1 
drop in oil prices robs the state coffers of 
US$300 million. A steep fall in oil re- 
venues could oblige the government to 
curtail more than just expenditures on 
the development side of the forthcom- 
ing — 9€ as it did in the current fiscal 
year. The knife could also fall on recur- 
rent expenditures — largely civil-service 
salaries — despite the unpopularity of 
such cuts in the run-up to the 1987 gen- 
eral election. — 
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would directly "affect CUT de- 
mand. The already sluggish domestic 
economy would slow down even more, 
University of Indonesia economist 
Anwar Nasution points out, thereby 
shrinking the tax base and further re- 
ducing government revenues in a 
vicious cycle. 

Faced with such prospects, one busi- 
nessman commented: "Let's hope the 
government doesn't start looking 
around for some kind of quick-fix to 
save it." One temptation could be 
another rupiah devaluation. If that were 
to occur, non-petroleum exports might 
enjoy at least a temporary fillip, and the 
rupiah value of the government's dollar- 
denominated oil revenues would see an 
instant boost. : 

Then, too, Indonesia's post-1983 
strategy of "creeping devaluation" in 
dollar terms, through the managed float 
of the rupiah, becomes trickier to imple- 
ment in the currency-market flux fol- 
lowing the Group of Five siege on the 
overvalued greenback. But inflation, 
currently bridled at around 5% an- 
nualised, could take off anew if the cen- 


FIRST-HALF BALANCE OF PAYMENTS 
(APR.-SEPT.) 





tral bank sharply devalued. And, after 
repeated official assurances that the 
rupiah would hold firm, backtracking 
now could seriously undermine govern- 
ment credibility and investor confi 
dence. | 
Nevertheless, devaluation fears per- 
sist strongly enough for banks to peg 
their deposit rates (deregulated since 
1983) considerably higher than the gov- 
ernment’s stimulus-minded economic 
planners would like to see them. Short- 
term deposit rates above 14% are 
needed to discount currency uncertain- 
ties and stem capital flight, bankers 
claim (SHROFF, REVIEW, 19 Sept.). 
The resulting build-up of bank bal- 
ances, though, has not translated into a 
pool of lending capital to supplant flag- 
ging government investment, as hoped. 
Rising deposits are not matched by an 
increase in new credit assets, bankers 
report, as potential borrowers baulk at 
punitive real interest rates. Sluggish de- 
mand and industrial overcapacity have 
soured many of the banks’ existing cred- 
its, so that the ratio of interest earnings 
to loan portfolios is suspiciously low in 
light of current interest rates, One up- 
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shot is that new loans are saddled with 
risk premiums which further depress 
credit and investment expansion. 
Private investment, which was ex- 
pones to provide about 45% — US$66 
illion — of Indonesia's capital needs 
over the course of the current Repelita 
(five-year plan, 1984-89), has been run- 
ning at less than 10% of targeted levels. 
This shortfall becomes all the more crit- 
ical alongside realised state investments 
that have also been running about 10% 
below target for the first two years of the 
Repelita. Junior Minister for Domestic 
Product Utilisation Ginandjar Kar- 
tasasmita, who also heads the Invest- 
ment Coordinating Board (BKPM), 
stops short of declaring that the Re- 
pelita targets are in jeopardy. But, he 
admits, “we'll have a hard time fulfilling 
them." 
© In an attempt to spur foreign in- 
vestment, the BKPM sent a high- 
powered promotional mission to Japan 
(REVIEW, 26 Sept.) and has hosted de- 
legations of US and European corpo- 
rate investors in recent months. Since 
Ginandjar took the helm of the agenc 
early this year, it has gone through sta 
shakeups and streamlined its invest- 
ment-approval procedures. The aim of 
these moves, the minister explains, is 
not only to offer investors “one-stop” 
convenience, but also to dispel “the cli- 
mate of homage paid to us as dispensers 
of permits” and to cut down the number 
of potentially corrupting contacts be- 
tween the regulators and the regulated. 
G inandjar, a Japanese-trained en- 
ineer who styles himself an “eco- 
nomic nationalist,” nevertheless admits 
that he is considering opening up to 
foreign-investment sectors that had pre- 
viously been restricted to domestic capi- 
tal. He also suggests that some indus- 
tries which had been declared “satu- 
rated” and closed to investment might 
be re-opened in the next annual upase 
of the BKPM's priority list—a defiance 
of the laws of economic gravity in tradi- 
tionally competition-shy Indonesia. 
Observers interpreted these liberali- 
sations to be especially aimed at en- 
couraging foreign investments in plant- 
ation agriculture, a sector which has so 
far excited state planners far more than 
it has Indonesian capitalists. Even Sir 
William Ryrie, chief executive of the In- 
ternational Finance Corp. (the invest- 
ment arm of the World Bank), was bul- 
lish on the sector during a recent visit to 
Jakarta. But, when asked why he placed 
so much stress on promoting plantation 
investments among foreign, rather than 
local, firms, Ryrie observed: “Well, you 
don’t really * a terribly well-de- 
veloped private sector here, do you?” 
That may not be quite fair, but it is 
true that BKPM, which vets all domes- 
tic investments over the modest 
threshold of US$100,000, has managed 
to compile a list of only “several 
hundred” names of local firms in a posi- 
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tion to undertake such Mises Specu- 
lation has it, though, that some of the 
supposedly "foreign" investment com- 
ing in from Hongkong and Singapore is, 
in fact, ultimately traceable to Indone- 
sian-Chinese groups shifting their re- 
sources back onshore in times of greater 
uncertainty overseas. From time to time 
— for instance, last year — this highly 
volatile component of investment over- 
takes the other two front-runners, 
Japan and the US, as Indonesia's main 
source of foreign capital. 

But even to entice foreign agricul- 
tural investment, there are some "bed- 
rock policies" on which Ginandjar says 
he cannot budge: the ban on foreigners’ 
land tenure; the 30-year limit on agra- 
rian land-use permits, and the four-to- 
one ratio of individual smallholders' plots 
to corporate investors’ acreage in the “nu- 
cleus estate" model of plantation deve- 
lopment. These constraints have proved 
daunting to potential foreign invest- 
ors in agriculture. Without their partici- 
pation, Indonesia could find itself hard- 
pressed to achieve even as much as 60% 
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of the 1.2 million ha of new plantation 
development targeted under the nuc- 
leus estate programme during the cur- 
rent Repelita, experts say (REVIEW, 18 
Apr.). 

Rubber earnings, hit by falling prices 
and lower productivity as estate lands 
pass into smallholders’ hands, will prob- 
ably decline this year. But palm-oil pro- 
duction is expected to increase 10%, to 
1.1 million tonnes, as Indonesia sets out 
to satisfy the demand for crude palm oil 
left by Malaysia’s government-enforced 
shift to refined product exports. The in- 
tent is not to back-stab an Asean 
brother, Ginandjar stresses, but —* 
“to keep the crude palm-oil market 
from falling into the Opec trap, with 
production so sharply curtailed that 
consumers start looking around for sub- 
stitutes.” Indonesia, for its own part, 
means to switch from palm oil to 
coconut oil in increasing quantities in its 
domestic consumption to free the more 
valuable crop for export. 

Export orientation, though, is far 
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harder to impose on Indonesia's mas- 
sive and tradition-bound agricultu 
sector than it is on the fledgeling manus 
facturing industries. Last year, agricuk 
ture accounted for 24% of gross domes- 3 
tic product, dwarfing even the oil andy 
gas sector (18% of GDP). It was also the J 
second-fastest growing sector (after ] 
transportation). notching up a 6% im- | 
crease in output over 1983. ^| 


hese gains, though, reflect mainly a 

massive boost in rice production as i 
Indonesia clawed its way to the long 
sought goal of self-sufficiency in the 
staple grain. This triumph proved some- 
what equivocal, as oversupply of rice hit 
farm incomes and strained the carryl 
capacity of the price-managing Bureau 
of Logistics (REVIEW, 1 Nov.). Farmers. 
are now diversifying back into such cash 
crops as soyabeans, maize, sugar and gar- 
den fruits and vegetables. During the 
adjustment period, agricultural GDP is 7 
expected to rise by no more than 2%. — 

"At least, the farmers can cat the | 
food crops they produce. no matter i 
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what the markets doing,” notes 
Mubyarto, the head of the Centre fe 
Village Development in Jogjakarta. In 
this simple fact he sees Indonesia's best 
form of social insurance. Industrial une 
employment, deteriorating terms 
trade, declining investment, inflation 
ary pressures all largely bypass the 
primordial economies of rural Im 
donesia, where 80% of the population 
still lives. 2 
Nasution finds such thinking fandi- 
ful, ignoring the monetisation of the 
rural economy. Ginandjar argues that it 3 
is dangerous to be lulled into complas 4 
cency with Java's population density i 
fast approaching Malthusian levels. But 
Wardhana — hardly an apostle of rus ic 
nostalgia — nevertheless concedes that - 
the absorbtive capacity of the villages > 
rovides a crucial margin of safety m — 
ard times. And one category of expen- — 
diture that will be inviolate in the forth- 
coming pre-election budget, he pre- 
dicts; will be social services — rural 
health, education and welfarc iy 
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| p 9y The World Bank, in 
um MEN its 1985 country re- 
4 74 port on Indonesia 
(REVIEW, 16 May) 
totted up the costs of 
job creation and im- 
port substitution in 
| 8 certain government- 
4 protected industries. Liberal techno- 
| crats hoped that the report had struck a 
| telling blow for market freedom and 
| economic rationalism. 
| . But Junior Minister for Domestic 
| Product Utilisation Ginandjar Kar- 
- tasasmita, who also heads the Invest- 
| ment Coordinating Board (BKPM), 
_ was unfazed. “I’m disappointed in the 
quality of the people who make those 


M. 
| calculations,” he said. “They're taking 
- an extremely narrow view. [These in- 
- dustries generate] more than just jobs: 
| there's national independence, technol- 
| ogy transfer and all that." A broad base 
| of state-nurtured industries, he insists, 
- is needed to turn Indonesia into a mod- 
| ern, efficient state. 
| . Itcould prove an expensive exercise. 
| Botched marketing, capricious pricing 
| and mounting inventories keep many of 
|. the 222 state-owned manufacturing cor- 
| porations chronically in the red. Heavy- 
| industry behemoths like Krakatau Steel 
| and the aircraft maker Nurtanio can 
|. only sell a fraction of their potential 
| Output into their captive markets. And 
| protected private manufacturers in 
| such fields as motor vehicles and ce- 
| ment are producing at barely half capa- 
| city. 
Nevertheless, Ginandjar notes, in 
? the decade or so that Indonesia has ac- 
| tively pursued its industrialisation po- 
| licy, its protected industries have grown 
markedly more efficient. Unfortu- 
‘nately, so have their foreign com- 
{| petitors — and at an even faster rate. 
— “So what should we do, let our own in- 
_ dustries go under? That would cost us 
i E coss foreign exchange and 
- thousands of jobs. Should we penalise 
- Indonesian industrialists for foreigners’ 
- efficiency gains?" 
| | The only rational response to such a 
i Bn is “yes,” according to one tech- 
= nocrat protégé of Prof. Sumitro Djojo- 
- hadikusumo, whose recent diatribe in a 
| business-school graduation speech 
| sparked the latest round in Indonesia's 
| continuing debate on protectionism 
|. (REVIEW, 26 Sept.). To answer other- 
{| wise, the technocrat said, is to confuse 
| the engineers' concept of technical effi- 
- ciency with the economists’ notion of al- 
— locative efficiency. 

- — Such an argument, by Ginandjar's 
| lights, is hopelessly naive. Economists, 
= he complains, live in a fantasy world of 
| perfect capital and labour mobility. The 
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but not for efficiency 


World Bankers and technocrats claim 
that if government protection were 
withdrawn, the labour and resources 
that are bound up in them would find 
their way to more efficient uses. But 
there is no assurance of that happening 


in a country which is still at an pui | 


stage of industrialisation and faced wit 
unresponsive product markets. In real- 
ity, the reallocation of resources from a 


plant close-down is a drawn-out, painful | 
process, he insists, requiring three to | 


five years — or even longer. 

"And we're talking about private in- 
vestment, here, not the government," 
he adds. "What's to keep them from 
reallocating their capital resources right 
out of Indonesia? Who will guarantee 
that we can recoup such investment, 
once it's forgone?" 

More constructive than a blanket 
criticism of protectionism 
on ideological grounds, 
Ginandjar says, would be a 
detailed micro-analysis of 
why particular industries or 
enterprises are inefficient. 
With that information, In- 
donesia could upgrade the 
efficiency of its state-fos- 
tered enterprises while 
steadily lowering the levels 
of protectionism, without 
throwing out existing com- 
mitments. “Buy local” 
campaigns will do to pro- 
mote domestic-product use 
when production is con- 
sumer-oriented and the 
economy is strong. But, 
now that Indonesia is centred more on 
upstream industries, and world markets 
are weak, attention must concentrate 
more on the supply side of industrialisa- 
tion. 





REVIEW DIAGRAM by Andy Tang 


Itimately Indonesia will need a 

comprehensive central-planning en- 
deavour, Ginandjar predicts — though 
it is likely to be one patterned more on 
the free-market model of Japan Inc. 
than on the Soviet command economy. 
His office, with the help of the prestigi- 
ous Bandung Institute of Technology, 
lately ran pilot studies in this vein. They 
investigated the cause of rising costs in 
the steel, electronics, car and oil indus- 
tries — and found that protectionism 
was an effect, not a cause, of the high- 
cost structure of these sectors. 

The main culprits turned out to be 
bureaucracy and red tape, corruption, 
inadequate infrastructure and high in- 
terest rates. Low labour productivity 
traced back to a variety of causes rang- 
ing from education and culture to nutri- 
tion. One key cost component was the 
high expense of overpriced imported in- 


»uts such as car p 
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parts. This finding con- 
irmed his conviction about the impor- 
tance of upstream industries. 

On the one hand, Indonesia is rich in 
»rimary inputs, whether manufactured, 
ike steel, or extractive, like natural gas. 

And on the other hand, the country has 
developed consumer-oriented down- 
stream industries, such as cars or gar- 
ments. But “missing links” in the inter- 
mediary-production stages mean the 
country must export primary goods into 
weak commodity markets and then must 
turn around and import expensive inter- 
mediate inputs for its factories, pushing 
up consumer prices. 

If Indonesia can bring onshore all of 
the production stages in each of its in- 
dustries, Ginandjar argues, it can then 
fully utilise its production capacities — 
both upstream and downstream — 
thereby realising economies of scale and 
curbing cost runaways. As one exam- 
ple, he cites industrialist Liem Sioe 
Liong's recently undertaken cold roll- 
ed-steel mill, which will enable domes- 
tic carmakers to absorb the 600 million 
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additional tonnes of output that 
Krakatau could produce if it were to 
operate at full capacity. Or the pro- 
posed aromatics plant in South Sumatra 
(REVIEW, 28 Mar.), which could pro- 
vide rayon fibres for Indonesian textiles 
makers. Or an alumina plant which 
could prepare domestic bauxite for the 
new Asahan aluminium installation. 

Critics, however, say that to bring 
onshore every phase of every product's 
value added ignores the realities of in- 
ternational comparative advantage. It 
will only compound Indonesia's prob- 
lem, in their view, adding more high 
costs upstream to be passed through to 
consumers. In any case, according to 
Coordinating Minister Ali Wardhana, 
Indonesia could only consider up- 
stream-industry investments in times of 
flush government revenues. 

Private capital stands ready to take 
up the slack, Ginandjar counters 
(though, so far, investment totals since 
the 1983 rephasings have not borne him 
out). Despite the US$400-600 million 
price tags that the major upstream pro- 
jects carry, the BKPM reports a good 
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deal of interest from foreign investors 
because of the virtually assured market 
for their output. Kloeckner of West 
Germany, for instance, is said to be in- 
terested in the alumina plant. 

Industrial protection is one of the 
most powerful incentives Indonesia can 
offer private investors. It gives their in- 
fant enterprises a chance to “work their 
way up the learning curve, repay seed 
capital, depreciate initial plant outlays 
and get on their feet. Once they're 
beyond that stage, of course protection 
is unjustifiable," Ginandjar adds. 


s to the instruments of protection, 

Ginandjar finds such non-tariff 
barriers as quotas and exclusive licens- 
ing arrangements “more elegant" than 
straight tariffs. He offers as an example 
fruit imports. “On the books we don't 
even have a tariff on them. We just give 
exclusive import rights to two state com- 
panies that don't happen to want to im- 
port fruit. But, on the other hand, in 
special situations like, say, when the 
tourist hotels need to import fancy me- 
lons, we can accommodate them with- 
out imposing excessive tariff costs. And 
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also without a great deal of public fan- 
fare that would only serve to stir up the 
farmers, The sole-licensee arrangement 
gives us a needed flexibility.” 

This flexibilty invites abuses, critics 
like Sumitro charge. Ginandjar coun- 
ters that the way to get at corruption is 
not to tie the government's hands, but 
to focus on the quality of its officials. “I 
don’t believe that a bureaucracy is inhe- 
rently corrupt. Why demean ourselves 
by jumping to that conclusion?” 

_Sumitro’s other argument against 
non-tariff barriers was that, since the 
costs they impose are non-explicit, they 
tend to become entrenched. But 
Ginandjar clearly foresees a day when 
protection can be withdrawn: after In- 
donesians have grown more like their 
Japanese and South Korean com- 
petitors: “Clannishly loyal consumers of 
domestic products and tough, discip- 
lined — almost regimented — — 
ers.” Wardhana, for his part, suspects 
the equation might work better the 
other way around: that free trade and 
economic competition might ultimately 
prove Indonesia's most effective tutors 
of industrial discipline. — Lincoln Kaye 


FAR EASTERN ECONOMIC REVIEW e 14 NOVEMBER 1985 


- Ye as 








sg 
ap, 





find Switzerland's 
investment climate 
attractive 


The Swiss Volksbank knows many investment outlets in 
Switzerland for your surplus funds. 

In Switzerland's favour are its politica'l stability, its sound economy 
and one of the hardest currencies in the world. 

In Swiss Volksbank's favour are over 5000 qualified staff, over 
115 years experience and a speedy and reliable service. Foreign 
investors are not familiar with the Swiss stock market, therefore they 
need a knowledgeable partner who will look after their interests. 

The Swiss Volksbank is familiar with the many investment alterna- 
tives available. 

Write-to us or simply pay us a visit. Switzerland and the Swiss 
Volksbank have always something to offer. 

You will find us in all important centres in Switzerland as well as 
in London, Tokyo, Singapore and Sõo Paulo. 
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eart finally fails 
E PP G loom and turmoil 
E Es ww in the tin markets 
e 4 MP have 


increased fol- 

B lowing the failure of 
ZEE the International Tin 
Council (ITC) to come 
up with proposals to 
restart trading. That 
he ITC was not intending to meet again 
intil 12 November suggested to many 
“that the world’s longest-running com- 
Modity agreement might have reached 
the end of the road. Such assumptions 
T may be a shade premature, but certainly 
the ITC, a 22-nation forum of tin-im- 
porting and exporting nations, has 
reached a critical point in its affairs. For 
yë past decade, conflicting interests 
have made for an increasingly shaky co- 
alition. The current crises had not been 
-entirely unexpected. 
— The suspension of — buying for 
the buffer stock on 20 October was not 
the first time the ITC has stopped trad- 
ing. In 1958, following rapidly increased 
Ls m * 
sales from the Soviet Union (mostly re- 
"exports from China) the ITC stopped 
Supporting the floor price due to 
‘exhausted cash reserves. In 1977 the 
buffer stock was exhausted and there 
were no more sales until 1981. That was 
arg zly as a consequence of action by the 
US — then a member of ITC — to limit 
Ceiling-price-range adjustments. 
— The problems now facing the ITC 
Seem deeper and more intractable. In 
part they represent structural chickens 
coming home to roost. The problems of 
non-member producers, and of member 
production in excess of quotas have 
Deen recurrent since the ITC was first 
setup in 1931. 

The size and funding of the buffer 
stock, plus currency fluctuations and 
the accompanying growth of speculative 
trading, are of more recent date. But all 
are exacerbated by the effects of reces- 
ion and the plunge in demand for com- 
modities generally. 
~ Although the London Metal Ex- 
Change (LME) was understandably an- 
-xious for an ITC decision that would en- 
“able trading to begin almost at once, 
- nonetheless the decision was probably a 
correct one. An announcement that 
- ITC members had come up with funds 
— for further support buying would have 
— done little to prevent the price slide, and 
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| Gill Burke is visiting associate pro- 
-| fessor to the Institute of Advanced 
.| Studies at the University of Malaya 
| in Kuala Lumpur. 
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would have cost the ITC dearly. Mem- 
bers were aware of the risk the decision 
entailed to the LME of the possibilities 
of failures and of knock-on effects for 
the prices of other metals. The state- 
ment to the ITC by Jacques Lion, LME 
board chairman, angered some del- 
egates, Even. though the ITC itself 
is in default to some 14 brokers, default 
was seen as an LME problem. What 
many saw as partisan intervention by 
the LME in June still rankled. How- 
ever, intervention by British Trade 
Secretary Leon Brittan has prevented 
any ITC attempt to wait for the LME 
to reopen and the market to bottom 
out, before recommencing buying. That 
is, if its members have stumped up the 
cash. 

Apparently more concerned with the 
implications of failures on the LME 
than with the long-term prospects of the 
ITC, Brittan urged the council to bring 
their meeting forward to 6 November. 
He recommended that the objective 
should be agreement on “measures for 
the settlement of the council's existin 
obligations." Subsequently the LME 
announced that tin trading would re- 
main suspended until after the meeting. 
An ITC agreement to meet on 6 | 
November reportedly calmed fears 
among bankers and brokers. However, 
these events can have done little to con- 
vince producer members of the ITC that 
past allegations of consumer bias within 
the LME were unfounded. 


issension within the ITC over fur- 

ther payment may yet lead to its de- 
mise. The consuming-member nations, 
led by the EEC, are resisting making 
contributions. The Southeast Asian 
producers have all expressed reserva- 
tions about paying more until others 
also contribute. Thailand has publicly | 
said that it could survive without ITC 
membership. Malaysia and Indonesia, | 
though keeping quiet, could also. Dur- | 
ing the past three years of export con- | 
trol, while producing nations were hav- | 
ing to lay up dredges and lay off work- 
ers, those consuming-member nations 
with tin deposits increased their output. 
Canada’s new mine in Nova Scotia came 
on stream. Britain doubled its output to 
5,000 tonnes last year. 

Non-member producers also step- 
ped up production. Of these, Brazil was 
the most remarkable. In 1983 Brazil's 
output was 8,000 tonnes. By 1984 it was 
19,957 tonnes, and 22,000 tonnes are es- 
timated for 1985. Set beside this, the | 
ITC producers feel thev have paid | 
enough. S 


It might be argued that the interests 
of producers and consumers would be 
better served by their pitching into the 
commodity-futures market on their own 
account, than by sticking with a rigid 
and costly cartel. There are no other 
similar agreements for base metals. An 
attempt to form an equivalent to the 
ITC for copper foundered when some 
producer nations refused to restrict 
their output. Lead and zinc has a "study 
group" rather than a formal agreement. 
Since most lead and zinc is found in de- 
veloped rather than Third-World na- 
tions the North-South tensions of the 
ITC are absent. There have been at- 
tempts to establish a similar group for 
nickel, following the decline of INCO 
(International Nickel Corp.) domi- 


nance in the 1970s. The aluminium in- 
dustry is so vertically integrated and 
controlled by one company as to render 
agreements academic. 

Other commodity agreements — 
coffee, rubber, sugar — though all 
weakened by the recession are just 





about surviving. Indeed, rubber is ex- 
pecting an upturn next year due to de- 
pletion of world stocks. Although these 
all share many of the problems besetting 
the ITC they lack the problem of the 
buffer stock's alter ego — the US miner- 


| als stockpile — sales from which have 


dramatically affected the market in the 
past. 

The existence of the ITC and the in- 
terplay of forces within it has meant that 
there has not been a free-market price 
for tin for half a century. The establish- 
ing of the floor and ceiling price range 
has become a highly political act, par- 
ticularly since the 5th. ITA (Interna- 
tional Tin Agreement) and period of US 
membership. From 1976 to 1980 the US 
— backed ps the Soviet Union, Japan 
and West Germany — adopted a highly 
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confrontationist stance and broke down 
the old svstem of consensus decision- 
making. Should the current crisis bring 
the end of the ITC, however, it is highly 
unlikely that a nice tidy equilibrium 
price will be arrived at. 

The collapse of the ITC would be fol- 
lowed by a free for all that would take 
the price of tin to a record low. Should 
US President Reagan's proposal for a 
smaller stockpile be approved by con- 
gress, sales of stockpiled tin will also 
come on to the depressed market. It is 
already being suggested that interests 
with enough cash and long enough time 
horizons could perhaps successfully 
corner the market. Who such interests 
might be remains problematic, but they 
could range from major steel corpora- 
tions in Japan or the US to pure 
speculators — though the cost of the 
Hunt brothers' failure to corner silver 
might give them pause. Those interests 
who burned their fingers in the last at- 
tempt to corner tin in 1981-82 would 
presumably be unwilling to have 
another go. 

Waiting in the wings is the Asso- 
ciation of Tin Producing Countries 


Brittan: intervention. TERT 
(ATPC). The ATPC, formed in 1983, 
has repeatedly stated that it is not in op- 
position to the ITC. Indeed at its meet- 
ing in September some of the members 
offered £25 million (US$35.6 million) 
towards the ITC's cash problems — so 
far unpaid. Although world recession 
plus falling overall demand for tin 
means that the ATPC can in no way re- 
semble Opec during the latter's salad 
days. nonetheless, it is the body that 
would fill the vacuum left by the demise 
of the ITC. 


he experience of the price-fall 
period would probably be sufficient 
to persuade Brazil to join. China would 
probably also join, but more for reasons 
of Asian/Third World solidarity. Since 
the British mines are high-cost produc- 
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ers it would probably be in Britain's in- 
terest to join if the association was effec- 
tive in price maintenance. Bolivia, the 
world's highest cost producer, joined 
the ATPC after leaving the ITC when 
the floor price remained inadequate to 
cover Bolivian costs. However, the Bri- 
tish mines would be unlikely to survive a 
fall of below £7,000 a tonne without 
government intervention. Indeed, they 
would be hard-pressed to keep going at 
£8.000. 

The ATPC members are unlikely to 
have the money to try a corner. But 
since the price fall will so shake out the 
industry that only the strongest will sur- 
vive, the potential for the ATPC as à 
long-term threat is considerable. A 
slimmed-down mining industry in the 
surviving members nations would be 
well placed to withhold supply. 

Thus, ironically, it is in the interests 
of the consuming nations to continue 
with the present system since in the end 
they would have the most to loose by the 
ending of the ITC. Even though in the 
short run prices would fall, this would 
be of little advantage to tin-using indus- 
tries with limited stocking facilities and 
(given the continuing recession) little 
extra cash. 

The time horizon for speculation 
would be riskv, but some fortunes 
might be made. A debacle on the LME 
could mean tin futures trading shifting 
to Kuala Lumpur — a move long advo- 
cated by Malaysia. There would doubt- 


€ With all its faults the ITC 
is a body within which it 
was possible for compromise 


to occur and wider aims to 
be set than simply price 
regulation. 9 





less be a growth of direct contract sell- 
ing, particularly between some pro- 
ducing nations and Japan. The US 
would presumably make contract with 
Canada thus calming long-established 
terrors of supply disruption. But, 
nonetheless, a world without the ITC 
would be less stable for consumers, and 
the immediate consequences of its go- 
ing would be intensely painful for pro- 
ducers. 

With all its faults the ITC is a body 
within which it was possible for com- 
promise to occur and wider aims to be 
set than simply price regulation. It had 
shown itself to be flexible in adapting to 
changing world situations and thus to 


| dealing with the realities of supply and 


demand. As Malaysia's Minister for Pri- 
mary Industries Datuk Paul Leong has 
commented: "It would indeed be a pity 
if we have to live without close coopera- 
tion in an increasingly inter-dependent 
world." However, even if subsequently 
the ITC survives, things will not be as 
before. Whatever happens, it will be the 
end of an era for the ITC. oO 











No quality 
borrowers 
insight... 


By Paul Handley in Jakarta 

Jakarta's banks, their 
vaults flush with ex 
cess rupiah, are takin 
the brunt of verba 
jabs in the debate on 
the causes of Ime 
donesia's economic 
lethargy and its high- 
cost economy. Investors, ministers and 
senior economists complain that the 
high cost of credit, currently 19% 
or more from private commercial 
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| banks, and the lack of long-term financ- 
ing are the main barriers to invest- 


ment. 

Many of the banks are believed to be 
suffering from a mounting tally of prob- 
lem loans following severa! years of re- 
latively aggressive lending. Officials 
from both the state and private banks 
say there are now no acceptable bor 
rowers asking for money. Consumers 
buying power is low, the export market 
is dull, and the government has cut its 
own spending. “Why lower our rates 
when there are no quality borrowers out 
there?" asks an American banker. lf a 
good prospect shows up, a special rate 
will be negotiated. “Lowering the rates 
across the board won't help attract any- 
one. 

Arifin Siregar, governor of Bank In- 
donesia (BI, the central bank), also ab- 
solves the banks from blame in the eco- 
nomic slowdown. “The banking system 
has a relatively passive role," he told the 
REVIEW. "The product markets are the 
problem." 

Indonesia's financial institutions are 
in a cyclical downturn. Heady lending 
growth brought on by the seemingly un- 
stoppable oil boom in the late 1970s 
failed to slow until well after the govern- 
ment's 1983 cancellation or postpone- 
ment of more than US$10 billion worth 
of development projects. 

Promising sectors such as forestry 
and plywood, mining, agriculture and 
oil-related business continued to draw 
on capital from the commercial and 
merchant banks, and the newly de- 
veloped leasing sector. Only last year 
did the lenders begin to see the situation 
they had brought on. Because of the sag 
in the domestic market for consumer 
and industrial products, many state and 
private banks are saddled with exten- 
sive problem loans. 

Foreign and domestic investment 
plunged in 1984, and high interest rates 
were blamed. The primitive inter-bank 
system could not channel rupiah to 
those needing it, sending overnight 
inter-bank rates soaring to 90% just 
over a year ago. BI finally ironed the 
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Situation out with the introduction of 
money-market instruments in Feb- 
ruary, and rates moved down. The aver- 
age credit cost fell two percentage 
points, but investors apparently were 
not impressed. 

With some justification, the private 
banks blame BI for keeping prime rates 
high. Correspondingly high term-depo- 
sit rates (16-18?5 for six months), low 
inflation and President Suharto's prom- 
ise of no devaluation in the near future 
has attracted money back into the 
rupiah from foreign-currency deposits 
where returns are far lower. Were the 
central bank to edge down interest 
rates, the margin of advantage to rupiah 
deposits over dollars would be reduced. 

Siregar is adamant the banks have in- 
creased their efforts to boost economic 
growth. State- and private-bank credits 
grew at an annual rate of nearly 15% in 
the first half of this year, he said. The in- 
crease is mostly among the private na- 
tional and five state-owned banks, 
which hold the bulk of the market. But 
bankers say the borrowers are those af- 
fected by the forced Indonesianisation 
programmes in areas such as the car and 
oil and mining support industries — 
the focus of the high-cost economy de- 
bate. 


hile investors and their financiers 

publicly claim their interests lie in 
private-sector opportunities, privately 
they say they are looking to govern- 
ment-linked projects. "There still seems 
to be an appetite for government risk 
among the private banks," notes Mark 
Edelsen, a banking analyst with busi- 
ness consultants Business Advisory. 

The banks see the macro side of na- 
tional economic health, the balanced 
budget and strong foreign reserves, às 
encouraging. State involvement in pro- 
jects lends confidence that the product 
market will be protected. Shoring up 
this feeling is the government's recent 
bailouts of cement giant Indocement 
and the GKBI textiles cooperative, 
both of which involved converting large 
foreign debts into rupiah. 

Private national banks are, for the 
most part, holding their funds tightly for 
safety. They are often tied to large in- 
dustrial groups, and not many of the 
major groups have been spared in the 
current market slump. Most are involved 
in reorganising their assets and restruc- 
turing credit to troubled borrowers. 

State banks, too, are protecting their 

titions in the face of major shakeouts 
in industries which benefited from heav- 
ily subsidised lending during the past 
five years. Jakarta-based analysts say 
their most sensitive loans are in areas 
where the government has conducted 
export-development drives: plywood, 
rubber, palm oil and minerals, Down- 
turns in all of those markets abroad 
point to possible increased state rescue 
operations, further crimping the banks’ 
ability to extend credit. o 
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Another miracle from 


the economic saviour? 


Coordinating Minis- 
ter Ali ardhana 
proudly relates the 20- 
year succession of 
crises he has over- 
come from behind his 
desktop barricade of 
statistical reports: 


- 


CRUMBLING 
CARTELS 


Sukarno's debt legacy; destabilised | 
world credit and commodity markets | 


after the early 1970s oil shock; the Per- 
tamina scandals; the second oil shock in 
1979; global recession; international 
debt anxieties, and the first round of oil- 
price falls in 1982. Bankers, foreign-aid 
donors, diplomats and academic 
Jakarta-watchers all accord Wardhana 
and his technocrat colleagues high 
marks for their prompt and sound reac- 
tions to these turbulent developments. 

They expect a similar response to the 
threatened collapse of world oil markets 
— which still provide two-thirds of In- 
donesia's export earnings and govern- 
ment revenues, despite recent diversifi- 
cation efforts. Cabinet sources privately 
confirm that government planners have 
already worked out a range of budget 
options of various degrees of austerity, 
depending on how commodity markets 
look by the time the budget must be un- 
veiled in January. If Opec conclusively 
loses control of the market, the — 
could be severe: each US$1 drop in the 
oil price costs the Indonesian Govern- 
ment US$300 million a year. 

In the current budget, Indonesia cut 
its development expenditures sharply 
owing to falling oil revenues, and most ob- 
servers expect more of the same in 1986- 
87 (beginning 1 April). Over the first 
half of the current fiscal year, actual 
development expenditure rose only 
3%, barely —* inflation, with 
most categories declining. One heading 
that showed a 41% increase, though, 
was particularly galling to the techno- 
crats. State capital investment rose to 
Rps 367 billion (US$327.7 million) — 
some 70% above target — mostly re- 
flecting the government bailout of in- 
dustrialist Liem Sioe Liong's ailing In- 
docement Group (REVIEW, 25 July). 


By developing-country standards, | 
though, Indonesia is well-cushioned | 


against commodity-market shocks. 


Foreign reserves stand at US$10.6 bil- | 


lion. Additional comfort can be taken 
from Jakarta's US$2.4 billion of unused 
credit lines and its US$1.5 billion in con- 
tingency reserves against commercial- 
bank swap liabilities. The government- 


But no further foreign borrowing is 
in store, Wardhana says, as official 
debt-service outlays of US$3.4 billion 
this year are running at a disconcerting 
22% of net exports (or 17% of gross ex- 
ports). Already, four out of every five 
dollars of new government borrowing 
goes towards servicing old debts. 

Still, even without further foreign 
draw-downs, Indonesia has an ace-in- 
the-hole in the form of Rps 3.5 trillion in 
undisbursed development-budget allo- 
cations accumulated during the past 
three fiscal years. Much of this rupiah 
funding is matched by undisbursed 
foreign project aid. But Indonesia will 
have to overcome the bureaucratic and 
infrastructural bottlenecks which have 
held up these expenditures all along if it 
is to inject this overhang into the econ- 
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omy now that new development alloca- 
tions are sure to fall. 

The recent sweeping revamp of the 
harbour and customs systems demon- 
strated that Indonesia's economic 
helmsmen are capable of fundamental 
reform when they set their minds to it 
(REVIEW, 25 Apr.). Although primarily 
aimed at promoting industrial efficiency 
and rooting out corruption, these re- 
forms were also expected to boost cus- 
toms revenues in the long run. 

Another revenue-raising innovation 
that has shown far better near-term re- 
sults than expected has been this vear's 
introduction of a value-added tax 
(Review, 24 Jan.). Outside observers 
doubted when the current budget was 
unveiled that the VAT could generate 


| its allotted Rps 1.7 trillion this year — 


debt le is a reassuring mix of medium- 
and -term and concessionary cre- | 
dits adding up to US$26 billion out- 


standing. (Private-sector foreign debt 
amounts to an additional US$5-7 billion 
in short- and medium-term loans.) 





but VAT receipts were running 17% 


| above target for the first half of fiscal 


1985-86. Income-tax receipts, though, 
were 40% below target, reflecting slug- 
gish domestic demand. — Lincoln Kaye 
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Funding the telecommunications of the future 


In 1985, according to estimates, telecommunications Administrations around the 
world will spend about US $80 billion on new equipment. 
Some of that expenditure will be to replace obsolete or worn-out systems. Most of it 
Will be to expand networks, or to add the advanced services which subscribers 
increasingly expect. 
As new technology continually opens up new telecommunications opportunities, 
keeping up is an expensive business. 
It's also a complex and difficult business. Modernizing and expanding networks 
cost-effectively takes all the experience and skill the telephone companies have been 
building up to over a century. Mistakes — as some countries have discovered ~ have 
very costly long-term effects. 
Only profitable Administrations with resources in depth cari handle the future of a 
country's vital telecommunications, 
Here's how Ericsson can help 
To help Administrators generate the profit necessary for investment in the network’s 
future, Ericsson offers a unique three-part package. 

A genuine ‘total network’ planning and supply capability. 

The AXE switching system, which reduces present and future costs. 


The ability to incorporate useful, income-building services into the system, 
easily and quickly. 


Planning for profit... 


Ericsson has the capability to make, supply 
and install total networks: transmission, 
switching, operation and maintenance, 


Ericsson maintains field support offices 
in dozens of countries around the world. And 
our engineers in Stockholm can simulate the 
operation of any AXE telephone exchange 


hardware and software. anywhere. 
Just as important, we have unrivalled Cost-cutting flexibility 


network-planning skills and experience. 
To date, we've designed all or part 
of over 100 metropolitan 
networks, and provided 
the comprehensive 
N training and 
Ww, long-term support 
S essential to a 
, healthy tele- 
X communi- 
S\ cations 
\ system. 


Ericsson’s AXE exchange has been ordered 
by over 100 Administrations in 60 countries. 
A total of 1,200 exchanges are on order or 
installed. 

These telephone exchanges may be local 
exchanges, transit exchanges, international or 
mobile, metropolitan or rural exchanges - all 
performing different functions in different 
ways. Astonishingly, with Ericsson's AXE 
system, the same basic hardware and software 
structure handles them all. 

It makes a lot of financial sense when you 
consider the savings which a common system 
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offers in terms of training, i —— and 
operation and maintenance, e 


Income-building services 
The bulk of an Administration's revenue: i E 
tend to come from large organizations and. 
business subscribers. So the level of income. : 
will depend to a large extent on the ratige af 
services which can be offered to these 
subscribers. n 
AXE is designed asa functionally modular 
software system, Combined with this inherent 
adaptability is the fact that new applications : 
are constantly being developed for AXE 8 
world-wide markets. : 
The result is a ready availability of proven - 
services, which can be incorporated into the 
system with minimum cost and incon — 
venience. | 
Most significant today is cellular mobile: 
telephony. Ericsson is the world jeader in this: 
exciting growth area. Ericsson designed and. 
constructed the world's largest cellular mobile: 
network, and has over 440,000 mobile iso 
on order or installed in 15 countries. We Know E 
more than anyone about implementing 
practical, profitable mobile networks. E 
As a next step, telephone companies with. 
AXE will be able to offer their subscribersan: 
Integrated Services Digital Network (ISDN) « 
a single integrated network that can handle ge 
voice, data, text and image. In 1984, Ericsson 
demonstrated the ISDN in a commercial 
environment in Venice. 


Keep in touch E 
If vour work involves telecommunicátiotis, of : 
if you simply have an interest in the: subiec ho 
just complete the coupon below. 

As well as our latest brochure, we'll send ^ 
you a copy of the latest issue of Connexion-the- 
Ericsson magazine which keeps vou in touch 
with telecommunications deve Pdlopments, É 
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*unchallenged authority! 


There is no doubt amongst leading top management as to which publication is considered 
the most authoritative in the region on coverage of Asian business affairs. It’s the Far East- 
ern Economic Review by an overwhelming majority! 


*unparalleled coverage! 


No other publication in Asia or anywhere for that matter provides such depth and breadth 
of coverage of events throughout the region. Don’t just take our word for it. Ask the peo- 
ple you look up to and respect the most which publication they turn to for unparalleled 
coverage of Asian news. The overwhelming response will be the Far Eastern Economic 
Review! 


*unequalled performance! 

Since January of 1974, the Review has grown in size from just over 20,000 copies per issue 
to its present circulation of more than 63,500 copies per issue. 

A growing number of advertisers have taken full advantage of this impressive growth. Last 
year the Review carried 2,566 pages of advertising from nearly 600 of the world’s top cor- 


porations. 

Advertisers know beyond question that the Review reaches the highest concentration of 
Asia's most important people. And they know that as an effective advertising vehicle, its 
performance is unequalled. The Choide of Authority 
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SRG Executive Surveys — Asian Executive Study 





COME TO OKINAWA COME IO SHERATON 


The mood is warm. 

The atmosphere refreshing. 

Each room opens onto a 

private balcony with 

ocean or parkland views. 

A choice of international 

restaurants and lounges. 

Nearby beaches await 

with the allure of Okinawa. 

Come to the distinctive 

WELCOME TO SHERATON HOTELS IN ASIA charm of Japan's Ryukyu 
Islands. Come to Sheraton. 


Sheraton Okinawa Hotel 


Sheraton Hotels, Inns & Resorts Worldwide 
The hospitality people of ITT 


FOR RESERVATIONS CALL YOUR 
TRAVEL PLANNER OR SHERATON IN YOUR CITY. 





- -The Look of Success 


9 7€ 
9 O 


eo 
1 


EI 





How do you measure prestige and value in a car? Do you look for 
world:beating safety and outstanding quality? Do you look for 
performance, handling and legendary reliability? Do you look for 
unequalled durability based on superb workmanship? Do you look for a 
host of-built-in-tuxury-and-comfort features? 

If so, what you're looking for sounds remarkably like the cars in 
the new Volvo 760 series and 740 series 

But don't just take our word for it. You can visit your nearest Volvo 
showroom and see for yourself. 

There's the versatile 740 GLE, and the exciting 740 Turbo. The 
luxurious 760 GLE and the high performance 760 Turbo. All of then 
safe, reliable and very Volvo. 


VOLVO 


For further information. please contact BRUNEI: United Motors Sdri Bhd. Bandar Ser: Begawan HONG KONG. Cimbria M 
INDONESIA: Pt/Central Sole Agency, Jakarta, JAPAN Teijin Volvo Corporation, Tokyo, MALAYSIA. Federal Auto Holding: Bert 
SINGAPORE. SM Motor$ Pte Ltd, SOUTH KOREA Arlee Associates Ltd, Seoul, TAIWAN: Cannon Taiwan Limited Taipei, THAILAND. Swedish ! 
Bangkok. For personal export, please contact your nearest Volvo Dealer or Volvo Tourist & Diplomat Sales. 5-405 08 ! t 


Swiss know-how 


in manufacturing 


__ synthetic fibres 


lies in the manufacturing of synthetic 


tibres in our own Swiss plant for 30 years. 


We have accomplished our existing 


processes, discovered new technologies 


and set up effective quality and cost 
controlling systems as well. 


lake the direct spinning process, 
for example: a universal technoloay 
that saves energy and yields a superior 
quality. 

We license our own and third 


— 


parties processes. More than 200 pro- 


The key to our performance and success 


duction plants are currently operating 
in the tive continents. These plants 
supply a major share of the world 
market in polyamide and polyester 


fibres. 


Do you want to manufacture syn- 
thetic fibres, build industrial plants, or 
operate more cost-effectively? If so, we 
are the ideal independent partner 
for you. 








EMS is a name you can trust. We 
are a Swiss chemicals and engineering 
firm. À guarantee of quality, reliability, 
know-how and customer service. 


Licensors — Engineers - Contractors 





EMS-INVENTA AG, CH-7013 Domat/Ems 


3 
Telephone 081/36 OI Il, Telex 74 378 invt. 
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National Australia Bank recognises the 
importance of trade and business in the 
Asian region. This is reflected in our 
commitment to substantial representation 
throughout the area. 


our Yy eputation — on = a years of ape lence, 
t tat 
at face value. expertise and personal tention in the 


international marketplace. 











Our offices are staffed by experts who can 
provide a complete range of corporate and 
wholesale services including: 

e Investment Services and Portfolio 


e[nternational Trade Finance 
eInternational Lending Facilities 
eProject and Syndicated Finance 
eForeign Exchange Dealings 

eCapital Markets Transactions 
eComputerised Trade Enquiry Service 
eCorrespondent Banking Services. 


In the Asian region, give yourself a 
competitive edge...contact your local 
National Australia Bank representative. 


NATRDS Tokys E. J. John) McLeod, Chief Manager — Branch and Regional Representative, Telephone: 91 7655 Telex: 21583 
: K. B. (Kerin) Greenwood, General , Tokyo Branch, Telephone: (03) 241 8780/5 Telex: 2274 NATAUS. 


Hong Kong. P 5 P S. (Peter) Beeston, Managing Director, National Australia Finance (Asia) Limited, Telephone: 5 217386 Telex: 75315 
NATHK. Kuala L : R.W W. (Ross) Hug gins, Represe ive, Telephone: 936111 Telex: MA 31899 NATAUS. Jakarta 
W. T. (Bill) Livingston, ntative, Teleph ee 36 9209 Telex. 44749 NATAUS. Seoul: N. C. (Noel) Rose, ———— 


hone: 313 1526 Telex: 28844 NATAU . Beijing: M. D. (Doug) Robertson, Representative, Telephone: 50 3642. Telex: 22524 
NATAU CN. Port Moresby: D.G. (David) Stevens, Chief Manager, Bank of South Pacific Limited, Telephone: 21 2444 Telex: 22166 
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National Australia Bank Limited 
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Those who travel regularly on business This guarantees you an aisle or a window 
will value comfort and convenience all the seat, so you're never stuck in the middle. 
way. And with the world’s favourite And when you take the American 

airline and the world’s favourite charge Express” Card with you, you can relax in 
card, that's the package you'll get. the knowledge that you have all the 

Only British Airways! SuperClub offer financial security you'll ever need for 
seats that provide 2-abreast comfort, all business trips. 

the way from the Far East to the UK. Don't leave home without it. 


AMERICAN 


EXPRESS 





ARITISH. Syper Club 


The American Express Card. AIRWAYS 
Don't leave home without it. The worlds favourite airline. 
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Enough rope to hang 


Jute prices plunge as a bumper crop comes to market 


By Correspondents in Dhaka, New Delhi and Kathmandu 


mall farmers throughout Southwest 

Asia have seen their hopes of a 
jute windfall wither, as a glutted market 
and increasing use of synthetic fibres 
push prices to only a third of last year's 
record levels of as much as US$1,000 a 
tonne. While one of the least glamorous 
of commodities, jute was one of the few 
bright spots in the world commodity pic- 
ture in 1984 — which was good news to 
major exporters such as Bangladesh and 
for the small-time growers all over the 
Subcontinent whose entire income often 
depends upon jute. 

In recent months prices have fallen 
dramatically, often below the cost of 
production, Farmers selling to rural 
markets in Bangladesh were being of- 
fered only Taka 200 (US$6.8) a maund 
(37.29 kg) in recent weeks, against a 

roduction cost of some Taka 300. Mar- 

et prices last year were Taka 500-750 a 
maund. But the crops were small in 
Bangladesh last year — only 4.6 million 
bales of 181 kg each against 5.3 million 
the vear before — and in other producer 
nations. 

This vear, the Bangladesh crop may 
be anywhere from 6 million bales (the 

overnment estimate) to 6.5 million 
(which is what traders expect) to 7.5 
million bales (according to an estimate 
from the Bangladesh Jute Association 
last month). The Indian Jute Mills As- 
sociation has forecast a crop of up to 9 
million bales this year, against a 1984 
harvest of some 7.3 million. 

Last year's high prices prompted a 
rush to increase planting in Bangladesh 
(and other nations) — with the result 
that total Asian jute production may be 
up to 20% higher this year than in 1984 
Bangladesh, which has dominated the 
export market since the mid-1970s and 
has come to rely on the crop for some 
60% of its export earnings, is now up 
against rising Indian and Nepalese com- 
petition. 

China has also become a larger jute 
producer, contributing some 800,000 
tonnes to last year’s world output of 3.2 
million tonnes, according to the Inter- 
national Jute Organisation (IJO). And 
new and traditional producers are threat- 
ened in the longer term by synthetics. 

Some countries are now produc- 
ing crops far in excess of their needs: 
Nepal’s 1985 bumper harvest is es- 
timated to be in excess of 65,000 ton- 
nes, against the domestic requirement 
of some 20,000 tonnes. India, which had 
been virtually absent from the interna- 
tional markets in recent years since it 
needed most of its crop for domestic 
use, will permit exports of some 300,000 
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bales (or 54,000 tonnes). That is a small 
amount compared with Bangladesh's 
forecast foreign sales of about 870,000 
tonnes, but, when added to rising Nepal- 
ese and Chinese production, helps to 
further depress the world market. 
Exporters sell jute both in the raw 
form (to countries with milling faci- 
lities of their own) and as finished 
products. The uses of jute are few: car- 
pet backing and other types of cloth; 
packing materials (for which the mar- 


ket is shrinking as more shipping be- | 


comes containerised); wall coverings 
and curtains (an area where synthe- 
tics are less of a threat), and in wool 
mixtures where it is used 
for cheap clothing and 


blankets in developing 
countries. 
Jute is also used to 


make bags and sacks, and 
in Nepal there are hopes 
that rising production 
from local cement plants 
could provide a new mar- 
ket for jute packaging pro- 
ducts. (Even Nepal, which 
is one of the smaller jute 
exporters, stands to lose 
perhaps Rs 200 million, 
equal to about US$10.8 
million, in overseas earn- 
ings this year.) 

Something of a vicious 
cycle has developed in the 
competition between jute 
and synthetics. When jute 
was at record prices last 
year, users opted for syn- 
thetics where possible. 
Synthetics have become 
more price-competitive as 
oil prices have fallen, and 
with petroleum prices expected to con- 
tinue cet d even more pressure on 
jute prices is likely. This year’s expected 
bumper crop — while reducing prices in 
the near term — may actually worsen 
jute's competitive position, as synthe- 
tics prices have fallen even further in 
response. 


A»: part of jute's problem is fre- 
quent, sudden and often sizable 
fluctuations in price and supply. Much 
of the crop is grown in areas of the Sub- 
continent which can.be devastated by 
floods, or where droughts can wipe out 
a large part of a harvest. These fluctua- 
tions in price are hurting the commod- 
ity's longer-term prospects, according 
to Mozammel Huq, a mill owner in 
Bangladesh. 

The US remains a large market, 


<< —— 


Jute for market: no longer a bright spot. 
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mostly as a user of carpet-backing cloth, 
along with the EEC and Australia. The 
Middle Eastern countries. which 
emerged as large jute importers in re- 
cent years, cut back on their purchases 
last vear. Africa, which had also been 
increasing its imports, has reduced its 
intake — owing to financial problems. 

Pakistan has become the world's 
largest raw-jute buyer, and has estabe 
lished about 20 jute mills. But it is trying 
to cut its reliance on Bangladesh by ene 
couraging Vietnam to grow kemaf Y 
jute-like fibre also produced by That 
land). With their new mills, the Pakis- 
tanis plan to raise their jutegoods prae 
duction to 179,000 tonnes a vear from 
the present 107,000 tonnes over the next 
four years. If they are successful, that 
would mean new competition for India 
and Bangladesh. 

Governments in producer nations 
have used a variety of tactics to cope 
with the price slump. India will allow exe 
ports (beyond its annual sale to the 
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Soviet Union under a trade pact), In 
Nepal, Jute Development and Tradin 
Corp. joint director Tanka Nata 
Adhikari said the agency was offering 
fixed support prices. But these are 
slightly above US$200 a tonne — quite a 
contrast to market prices in 1984 of four 
or more times that amount. Even at this 
low level, the Nepalese support price is 
about 10-15% more than that offered by 
India's Jute Development and Tradi 
Corp., and the difference has reporte 
ly led to smuggling into Nepal. 

In Bangladesh, there has been talk 
by the national jute association of build- 
ing a raw-jute buffer stock of 1 million 
bales. There has also been a suggestion 
from India to establish à joint marketing 
plan with Bangladesh — but neither of 
these ideas appears to have moved 
much beyond the discussion stage. p 
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Hamish McDonald in Sydney 
A n easing of Australia's foreign- 


investment controls announced by 
Minister Bob Hawke has disap- 
(d a business community that 
|.for changes of a boldness to 
sweeping deregulation of the 
ctor carried out by Hawke's 

ian Labor Party (ALP) govern- 
















hile the move was another reversal 
for the historically nationalistic 
protectionist ALP, the govern- 
ts more liberal approach seems to 
'ehind a business and financial-mar- 
onsensus that capital-short Austra- 
eds to swing the balance of its fi- 
€ back from foreign debt to foreign 
















| iis viewpoint has emerged since a 
ipidly swelling current-account deficit 
| the 20% fall in the value of the 
alan dollar against a trade- 
ighted index of currencies in Feb- 
y-April this year. One effect was to 







'ign-exchange losses on foreign bor- 
ings. For those companies with 
gely domestic revenue flows, such as 
perty developers, this has been de- 
tating. Another effect was an aware- 

s that lenders are more nervous in- 
estors than shareholders, or at least act 
n their feelings more readily. 

Several factors encouraged a sudden 
ft from equity to debt in foreign-cap- 
inflows at the time of the 1980-81 
om in energy-resource projects, in- 























maluddin i in Dhaka 


angladesh Government has de- 
on a phased divestment of 
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stralia moves cautiously to relax foreign-investment controls 


tax deductability of interest. Foreigiri in- 
vestment rules. requiring $ 


| ered to 50% last year) also played their 
part. 

That boom quickly collapsed with a 
slow-down in demand from Japan. But 
increasing familiarity with foreign capi- 
tal markets among Australian corporate 
treasurers, and favourable interest-rate 
differentials, kept the foreign-borrow- 
ing rate high. Private-sector foreign 
debt multiplied 6.25 times over 1980-85 
while gross national external debt grew 
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Source: Economic Planning Advisory Committee Cánberta. 


4.9 times. Among Australian enter- 
prises, direct investment as a propor- 
tion of gross foreign debt fell from 
51.3% in June 1974 to 15.5% in June 
1984. _ 

A similar confidence among Austra- 
lian entrepreneurs has also been making 
foreign-investment barriers look less 














told the REVIEW that the object of the 
privatisation move is to broaden bank 
ownership and widen the scope for in- 
stitutional investment in the country. 
Initially, 20-25% of the equity of just 
one of the three banks will be offered 
for public subscription within the cur- 
rent fiscal year (ending 30 June 1986). 
This offering is seen as a sort of 


shares to follow if the response is judged 


3j. sufficiently good. . : 
^ AM four nationalised - commercial F 


banks have been making profits. The 
three banks to be divested — Janata 
Bank, Agrani Bank and Rupa 
ether turned 











fate of foreign- investment 


Thad: of the Australian- Treasu y's 


51% Austra- 
lian equity in resource projects (low- | 
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(a) includes branch liabilities and inter-company indebtedness. 


REVIEW GRAPH by Andy Tang 
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test case, with the other two banks’. 


Bosk— | 3 | 


proposals 
| above various equity thresholds 1 
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Foreign Investment Review Board 
(FIRB), though final say rested with the 
treasurer. 

A decade of corporate canmibalium 
behind this protective fence has re- 
versed the odds. The engorged sur- 
vivors such as the Broken Hill Própriet- 
ary Co. (BHP) are almost uncomforta- 
bly large for Australian financial mar- 
kets. Rationalisation in industries such 
as brewing is complete. Billion-dollar 
acquisitions by companies like BHP, 
News Corp. and Elders IXL mark their 
shift to international markets. . 

Elders chief executive John Elliott 
has been able to marshall his forces for a 
US$2.6 billion full bid for 
British brewer and food 
giant Allied-Lyons, secure 
in the knowledge that Al- 
lied could buy only 14.99% 
equity in Elders IXE before 
having to: convince the 
FIRB — composed mostly 
of Australian: industrialists 
— that a higher sharehold- 
ing would be in Australia's 
interests. 
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n tacit recognition of this, 

Treasurer Paul Keating 
has played a more active 
hand in FIRB matters over the past 18 
months, showing flexibility towards re- 
quests to raise foreign equity above the 
prescribed ceiling in several cases. The 
crowning example was. a. prompt deci- 
sion permitting a reshuffle of equity in 
the A$12 billion (US$8.4 billion) North- 
west Shelf natural-gas project to foreign 












Taka 680 million. (08926 million. dur- 
ing 1984. 

The banks will be registered as pub- 
lic limited companies and listed at the 
stock exchange in. line with their semi- 
privatisation. Before that takes place, 
each bank will be valued on the basis of 
its assets, liabilities and goodwill. A Fi- 
nance Ministry source told the REVIEW 
that auditors would: shortly: be ap- 
pointed for the purpose. 

At end-1984, total depäsits: of the 





| three banks stood at nearly ‘Taka 42 bil- 


lion, accounting for mor 
total.;bànk deposits in. the: 
Available indications suggest. i 
smallest of the three, the Rupali Bank, 
is likely! to be — to: he = first. 
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partners (REVIEW, 25 Apr.). Sources in 
the joint venture said a “five-minute 
phone call to Canberra” was all that was 
needed. 

Although Keating's office has con- 
sistently played down rumours that the 
FIRB mechanism would be swept away 
(REVIEW, 29 Nov. '84), the announced 
changes have struck many business 
spokesmen as a disappointing result 
for several months of cabinet delibera- 
uon. 

In the financial sector, the freedom 
for foreign corporations to set up wholly 
owned merchant banks continues inde- 
finitely after the one-year moratorium 
announced in September 1984 on a 50% 
Australian-equity requirement. But in 
effect, most potential applicants have 
already been bluffed into the system. 

In the stockmarkets and commercial 
sector, the various thresholds above 
which investors must seek FIRB ap- 
proval have been lifted (REVIEW, 7 
Nov.). For takeovers, the trigger level 
rises from A$2 million to A$5 million; 
for new businesses from A$2 million to 
A$10 million, and for takeovers of com- 
panies already foreign-owned from A$3 
million to A$20 million. 

As most of the old limits were set 
seven years ago, the extra leeway is less 
wide than it seems in real terms. Nor, 
the Treasury has hastened to add, are 
ventures below the thresholds exempt- 
ed from reporting requirements. Per- 
haps the most advantageous change for 
foreign investors is removal of the *op- 

rtunities test” whereby applicants 

ad to convince the FIRB that potential 
Australian partners had been sought for 
investments above the limit. In many 
cases, this required investors to adver- 
tise their wares to competitors, or 
opened them to a kind of blackmail by 
barely suitable local partners. 

Controls on real-estate investments 
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have been eased at the lower end. For- 
eigners will be able to buy property up 
to A$600,000 without question, instead 
of the previous A$350,000. The 50% 
Australian-equity requirement for real- 
estate developments applies only to 
projects costing more than A$10 million 
or taking more than five years. Where 
the foreign developer wants to retain à 
project, he is given a six-month grace 
period to seek local equity. General-in- 
surance companies operating in Austra- 
lia are exempt from FIRB controls on 
property purchases. 


D ce Fernie spokesmen believe the 
impact of the changes will be small, 
aside from some movement in medium- 
bracket residential property. Jones 
Lang Wootton's Chris Brown said 
foreign institutional investors would 
continue to shy away from major deve- 
lopments while the 50% local-equity re- 
quirement remained. “There is a dis- 
tinct interest in Australian real estate 
from some long-term investors, particu- 
larly Japanese and some European, but 
at this point they are not interested,” he 
said. “They want to come in on their 
own right or not at all. If the 50-50 rule 
does not change they'll invest in Canada 
or somewhere else." 

Brown is particularly critical that the 
freedom given to general-insurance 
companies was not extended to invest- 
ors such as the Japanese life-insurance 
firms and pension funds, which looked 
to bed down funds in prime assets over a 
long term (and which have been major 
investors in the Australian bond market 
since 1982). 

Brown concedes that the new FIRB 
regime is “a step in the right direction.” 
Other investment analysts note the virtual 
absence of protest from the ALP's left- 
wing and say this holds some promise 
that the gate willbe opened further. p 





former East Pakistanis) while only 24% 
of Pubali Bank's shares were held loc- 
ally. Both banks were based in Bangla- 
desh and the government gave the first 
option to the former rs of both 
banks to buy back their shares. The gen- 
eral public did eventually subscribe for 
some of the shares in both, however. 

The government's decision to move 
ahead with the sale of shares in the three 
banks was made public by President H. 
M. Ershad on 7 October without giving 
any details. This provoked strong criti- 
cism from the opposition. The bank em- 

loyees union, as well as professional 
kers, resentful of the move, ques- 
tioned its wisdom. 

The government has clearly stated 
that the management of the banks will 
remain with the government, and bank 
employees will continue to serve with- 
out any change in their terms and condi- 
tions. Outside shareholder representa- 
tion would be ensured on the board of 
directors. 
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The four nationalised banks together 
employ about 52,000 people, includin 
16,000 officers to manage nearly 3, 
branches throughout the country. They 
appear to be over-manned and that 
probably explains why the employees 
and some officers are opposed to the 
government's divestment move. 

Uttara Bank had 2,500 employees, 
including 850 officers, at the time of re- 
turnin i to the private sector, to man- 
age 180 branches. The bank found it dif- 
ficult to match salaries and benefits 
traditionally offered to staff. 

Since the divested banks will still be 
controlled by the government, the em- 
ployees may not have much to worry 
about. But with the induction of pri- 
vate- sector representatives to the board, 
management will come under stricter 
scrutiny than at present. Managements 
of the banks were forced in the past to 
give financial benefits to employees in 
the face of agitation and at times, vio- 
lence. o 
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| By Paul Sillitoe in Hongkong 
| “Phe sudden rise and even more rapid 
| M collapse of the Hongkong-based 
| Atlas Industries electronics group has, 
| with considerable drama, vindicated 
| those who warned that the territory's in- 
| creasingly important electronics indus- 
ia "y is far too dependent on the fortunes 
of overseas — particularly US — com- 
- puter makers. 
| Several key Hongkong and Malay- 
< sian manufacturing subsidiaries of Atlas 
i — Industries (the Hongkong-quoted hold- 
‘| ing company) were placed in receiver- 
} ship in late October. Five Hongkong 
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| plants have been closed with the loss of 
| more than 1,600 jobs. A new, showcase 
T plant in Penang, intended to tap into 

the microcomputer boom by making 
F disk drives for industry leaders such 
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A | Atlas workers sit in at HSBC: ittle hope of compensation. 


| as IBM..is barely ticking over on low- 
} volume production of consumer elec- 
tronics. 

TL- Cancellation by IBM of a US$180 
|| million contract to buy drives has been 
| widely cited as the undoing of the Atlas 
| group. though some industry observers 
"suggest the scenario was rather less sim- 
pie. 

"TT. What is clear is that Atlas expand- 
| ed too rapidly into a narrow market- 
| place whose fortunes were (admittedly 
-| with a large dose of hindsight) far from 
| assured. Nobody has yet put a figure on 
the group's break-up value — the re- 
ceivers’ efforts are hampered by the 
| non-availability of any Atlas director 
| — while its obligations may turn out 
| to be anything up to HK$400 million 
A] (US$51.3 million). 

v Atlas chairman A.J. Miller, who 
fs took control in 1980 and steered the 
- group away from loss-making, down- 
| | market consumer electronics into com- 
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Atlas’s pillars crumble 


| A high-flying electronics group comes to grief 





puter peripherals and higher value- 
added audio and other products, is cur- 
rently in the US. He was in Hongkong 
until 24 October, the day trading in 
Atlas Industries shares was suspended 
at a value of just 25 HK cents, compared 
with their high early in 1984 of almost 
HK$9. 

Sources who know Miller say he in- 
tends to return to Hongkong, though 
they did not know when. No other Atlas 
executive — or for that matter middle- 
manager — has been available recently 
to talk to bankers, shareholders or staff, 
let alone the media. A number of expat- 
riate managers of A-Alphatronics, 
Atlas Industries’ controlling sharehold- 
er, resigned recently and filed suits 
claiming unpaid salary and severance 
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pay, adding to a clutch of suits pending 
against the group. Other managers are 
said to be out of town. 


his exodus obviously has complicat- 

ed the considerable task of sorting 
out the group’s affairs, By law, directors 
of acompany in receivership are obliged 
to prepare a statement of the company’s 
affairs. Peat Marwick Mitchell, the ac- 
countancy firm appointed by the Hong- 
kong and Shanghai Banking Corp. 
(HSBC) — a key creditor bank — as re- 
ceiver of Alphanetics, a principal group 
subsidiary, has been unable so far to in- 
terview a director. Atlas Industries has 
not yet reported results for the year 
ended 31 March. The third-quarter re- 
port showed a loss of HK$2.79 million, 
against a profit of HK$18.42 million for 
the same 1983-84 period, 

Alphanetics, which manufactures 
magnetic heads for disk drives and was 
to have been a major supplier to the 
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ant, undoubtedly consti- 
tutes the most saleable element of the 





group. 

e REVIEW understands that at 
least one potential buyer already has 
come forward. Although Alphanetics' 
Aberdeen factories are now closed, 
many of its employees — and, impor- 
tantly, customers — are said to be hang- 
ing on. 

But Atlas Electronics, which made 
mainly lower-end consumer products, is 
now in the hands of the Official Re- 
ceiver for winding-up. Several hundred 
Atlas group employees, most of them of 
Electronics, staged a sit-in at the 
HSBC's headquarters on 30 October — 
the day the bank petitioned for winding- 
up — to demand back salary and sever- 
ance awards. 

The sum involved is not known, 
though one source has suggested it 
may be as much as HK$25 million. 
Given the HSBC's need to secure its 
own interests, it is unlikely it will 
be able to do much for the workers. 

In Maye. four single-factory sub- 
sidiaries of the group reportedly are 


BOMBED OUT 
Atlas Industries 


share 
price, HKS, end- 
month 


REVIEW GRAPH by Frank Tam 


now in receivership, though what man- 
ufacturing activity there is at present 
does not seem to have been greatly af- 
fected. 

The holding company may escape re- 
ceivership, if only because there is little 
in it to sell off once the subsidiaries are 
dealt with; perhaps the best hope for the 
public minority will be Atlas Industries’ 

otential attraction as an addition to the 
andful of remaining Hongkong shell 
companies. 

The Atlas debacle is, perhaps, an ex- 
treme example of the general condition 
of the Hongkong electronics industry. 
Growth rates and timing aside, the 
group is in many respects typical of the 
industry here, which consists of many 
small companies, reliant on a handful of 
finished products and components for 
sale to a handful of overseas majors 
(REVIEW, 29 Nov. '84). 

Far from consolidating and investing 
in research and development, the indus- 
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try has actually fragmented in recent | 


years. While the share of electronics ex- 
ports in E s total domestic ex- 
ports surged from about 13% in 1977 to 
more than 22% in 1984, average em- 
ployment per factory shrank from 125 in 
1975 to about 70-80 in 1982, Director of 
Industry John Yaxley points out. This 
decline was arrested from mid-1982, 
said Yaxley, but the upturn that fol- 
lowed has not yet been particularly 
marked. 

But electronics companies may now 
get bigger, in part because of an influx 
of foreign investors. At the end of 1984, 
there were 80-odd wholly foreign- 
owned electronics manufacturers, ac- 
counting for only 6% of the industry by 
number but producing fully 38% of its 
output. 


i as Hongkong Government now 
seems increasingly sympathetic to- 
wards the industry's need for support and 
is working in two areas: encouraging 
major components manufacturers to set 
up in Hongkong (the lack of a compo- 
nents base has Deed among the indus- 
try's many weaknesses); and establish- 
ing support services — a calibration 
laboratory was set up 10 months ago, for 
example, while the recent government 
decision to establish a third university 
with emphasis on technical training 
may help to develop much-needed 
skills. 

This represents another small but 
important shift away from the govern- 
ment's earlier, largely discredited policy 
of "positive non-interventionism." For 
electronics, some think itsmacksof closing 
the stable door after the horse has bolt- 
ed: until early 1984, electronics bucket- 
shops seemed to be a licence to print 
money. The first serious attempt to 
identify weaknesses and how they might 
be tackled was a report for the govern- 
ment by the Hongkong Productivity 
Centre, published in April 1984. 

This report recommended interven- 
tion on a scale that the government is 
unlikely to be able to contemplate, in- 
cluding establishment of several gov- 
ernment-funded institutes — one of 
them to encourage the development of 
computer-integrated manufacturing 
(REVIEW, 31 Oct.) — as well as a ven- 
ture-capital corporation. 

Most observers think the industry is 
now probably over the worst. Domestic 
exports of electronics in January-Au- 
gust, at HK$17.45 billion, were down 
more than 10% on the same 1984 
period. This mainly reflected conditions 
in the US — indeed, the overall per- 
formance masks a gain of considerably 
more than 100% in domestic exports to 
China, for example, though mostly of 
lower-end consumer items. There is 
consensus that the US market will start 
to improve shortly as inventories are 
run down; this should be generating 
Hongkong orders before the middle of 
1986. ü 


FAR EASTERN ECONOMIC REVIEW e 14 NOVEMBER 1985 


- * TEMERE" v, ye. —. 


{using domestic fuel) are covered by 


"yeg 


ENERGY 


Playing without safeguards 


india commissions its first home-made fast-breeder reactor 


By Mohan Ram in New Delhi 
At 13 years of largely unaided effort to develop. its own nuclear tech- 

nology, India commissioned on 18 October a 14-MW fast-breeder test 
reactor built and fuelled using Indian resources. This makes India the first de- 
veloping country to join an exclusive club the US, the Soviet 
Union, France, Britain, West Germany and Japan. The 





gramme which is to begin in 15 years when the first fast-breeder commercial - 


reactor is expected to be commissioned. 


After its first nuclear power station at Tarapur (two reactors of 210 MW -— 
enriched uranium and light water, and supplied by a US firm on 


each) 
a | turnkey basis in 1969, India decided to concentrate on small and medium- 
size conventional reactors fuelled by natural uranium and moderated and 
cooled by heavy water. Its second station at Kotah used Canadian t 
the first of the 235 MW Candu-type 
three years behind schedule in 1972; but after India’s first (and only) IM 
ful" nuclear explosion in 1974, the Canadians abandoned the second unit 
which India completed in 1980, seven vears behind schedule. 

Both the Tarapur station (using imported fuel) and the Kotah station 


international rds. The third 
station at Kal m, however, 
India devel alone, standardis- - 
ing on the Candu-type natural- 
uranium fuelled reactor. The first of 
the two reactors in Kalpakkam was. 
commissioned in 1983 and the sec- 
ond a few weeks ago. 

India's present nuclear-power 
generation capacity is 1,330 MW 


and is ed to o up to 2,270 
MW du the 1985-90 Seventh 
Five-Year Plan with two reactors 


coming on stream at Narora (1987- 
88) and Kakarpara (1988-90). The 
Atomic Ene Commission has 
aimed for 10,000 MW capacity by 
the year 2000. This is to be — 
through 12 more standardised 235 
MW reactors beginning with the 
Narora station, followed by 10 reac- — — 
tors of 500 MW each, the first of which is to be commissioned in 1995 — design 
work on this reactor has begun. , 
Althou ugh the Soviet Union and France have offered to set up big nuclear 
power stations to help achieve the 10,000 MW target, India is wary of deviat- 


Tarapur reactor: safeguards. 


ing from the self-reliance route it has chosen. The reactors offered would be — 
ity to enrich 


fuelled with enriched uranium and India does not have més 

natural uranium, which means fuel would have to be . In the 
it would have to conform to international safeguards i» aim has been to 
; the entire programme, beginning with the first Indian-designed and 

an-built reactor at Kalpakkam, outside such safeguards. 

India’s estimated uranium reserves are not sufficient to sustain more than a 
15,000 MW capacity beyond 30 years. So the second stage of the programme 
on fast-breeder reactors which produce more plutonium than they 


consume and utilise energy from uranium more efficiently. This is where the — 
test breeder just commissioned becomes crucial to the nuclear programme in — 


test reactor, at Kal- 
pakkam near Madras, sets the pace for the second * of India’s nuclear pro 


echnology: | 
reactors was installed by the Canadians 
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the 21st century. The plutonium-carbide fuel, developed by Indian scientists > M 


and claimed to be the first of its kind in the world, bypasses the need to obtain 
enriched uranium on a commercial scale, 

There are a dozen operational fast-breeder —— in ses we with 
more under construction and five more in an advanced 
India, which, except for the French d , has set bean dest: 
own, the more challenging task is to evelop the 500 MW — ead nm 
breeder for which preliminary work has already begun. 
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A question of WHO's blood 


Japan-US blood deals raise ethical and commercial issues 


By Bruce Roscoe in Tokyo 


3 years after the World Health 
Organisation (WHO) advised mem- 
ber nations to become more self-re- 
liant in human blood, the Japanese 
Government has decided to reduce the 
volume of blood it imports for use in 
pharmaceutical products. But the move 
to curtail these imports, now worth 
about US$225 million a year, is facing 
resistance from the US, the world's 
biggest blood trader. 

S officials have added blood to the 
agenda of regular trade talks it is hold- 
ing with Japan on access impediments in 

articular industrial sectors. Since 

anuary, officials have held six rounds 
of talks attempting to solve access prob- 
lems to Japan's pharmaceutical market. 
This month a special committee of trade 
officials and medical experts from both 
countries will meet in Tokyo to assess 
barriers to the blood trade. 

At issue in the talks are Japan's ban 
on the re-export of blood products (the 
US evidently feels it could sell more if 
Japanese importers could export 
further processed products or re-export 
the imports they find they do not actual- 
ly need), and an inspection process 
which can take up to three months. US 
officials believe Japan should accept the 
certification of the US Food and Drug 
Administration. Most of the problems 
are unlikley to be resolved quickly be- 
cause of Japanese fears over the possi- 
bility of contamination in some blood 
imports, now aggravated by the Ac- 
quired Immune Deficiency Syndrome 
(AIDS) epidemic. 

At the same time, Japan's Ministry 
of Health and. Welfare is preparing to 
launch a programme to persuade 
donors to give 400 cc of blood at one 
time, in line with the accepted US donor 
practice, instead of the Japanese stand- 
ard of 200 cc. Over five years, the minis- 
try is hoping to cut its dependence on 
imported blood by 50% to about 2 mil- 
lion litres. 

Although the blood trade has be- 
come a complex, technical and increas- 
ingly ethical issue, it, nonetheless, is in- 
dicative of Japan's preference for raw- 
material imports for domestic added- 
value processing. The larger commer- 
cial issue is access to the Japanese mar- 
ket for finished foreign drugs. 

Between calendar 1980 and 1984, 
Japan's imports of blood plasma and 
blood-derived products rose by about 
22395, from the equivalent of 1.05 mil- 
lion-3.4 million litres. More than 90% 
of this volume comes from the US, with 
limited spot-market, imports sourced 
from mainly France, West Germany 
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and Spain. Japanese pharmaceutical 
companies expect imports this year to 
approach 4 million litres. In 1977, im- 
ports were just 30,000 litres. 

The Health and Welfare Ministry 
reckons that Japanese pharmaceutical 
companies have cornered nearly one- 
third of the global supply of traded 
blood which it estimates at 12 million 
litres a year. This is the trade that the 
WHO and League of Red Cross 
Societies attempted to curb at a De- 
cember 1975 meeting in Berne, Switzer- 
land. The meeting noted that increased 
therapeutic use of human blood and its 
derivatives had resulted in the commer- 
cialisation of blood, raising legal and 
ethical questions. Blood collection and 
sale should be put under the control of 
medically directed establishments on a 
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non-profit basis, the WHO recom- 
mended. 


ince then, Japan's rising demand for 

blood has been the main factor push- 
ing the price up to around US$75 a litre 
equivalent of plasma. Many developing 
nations, which, unlike Japan, do not 
possess adequate facilities to manufac- 
ture human-blood products and there- 
fore must import, find that a high price 
to pay. The WHO, in a follow-up, infor- 
mal meeting in Geneva in November 
1982, expressed concern about the 
availability of blood products in the fu- 
ture and urged developing countries to 
process plasma collected as a "national 
resource." 

Japan does not have a bad record of 
collecting blood from its own citizens. 
Last year there were 8.3 million donors, 
8.2% up over 1983 and representing 7% 
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are used almost solely for transfusions. 
Pharmaceutical firms must import for 
their new medicinal lines, more and 
more of which are using blood deriva- 
tives. 

Green Cross Corp., formerly the 
Blood Plasma Corp. of Japan and the 
nation’s top manufacturer of plasma de- 
rivatives with an estimated share of 40- 
50% of the domestic market, 
blood is now an ingredient in about 
60% of all drugs the company pro- 
duces. Most of the drugs are blood pro- 


tein pills. Green Cross secures sup- d 
plies from a wholly owned subsidiary in - 


California, Alpha Therapeutic Corp, 


which operates 28 donor centres and 3 
produces blood products for marketing ~ 


within the US and also for shipment to 
Japan. 


Fourteen Japanese pharmaceutical” 
companies manufacture at least 22 var- 


ieties of such medicines, but only two 
use domestic blood. The ministry caleu- 
lates that the industry consumed 3.2 
million litres of blood, imported in 


-¢ 


cines in 1983, 


The drug companies are not about to ` 


move to reduce blood-product imports. 
According to a Daiwa Securities over- 
view of the industry, the only way for Ja- 
panese pharmaceutical manufacturers 
to keep growing, or even survive, is to 
launch new drugs. This is to compensate 
for a cutback by the Japanese Govern- 
ment in drug-reimbursement payments 
— paid to all doctors and hospitals 


operating under the national health inai 


surance scheme — each year for t 
past four years. In 1986 a further re 


lation. Japan's ratio o ie 
donors to population is among the high- — 
est in the world but the volumes taken — 


says — 


mostly powder and paste form, to pro- 
duce 19 million bottles of such medi- 


- 
- o 














\ 


duction of 5-7% is forecast, follow 4 


ed by an expected cut of 15% iff 
1987. 

Moreover, the ministry has not yet 
issued any administrative guidance ad- 


vising companies to import less. But 
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e ministry is also concerned at ac- 
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1y continued in the third quarter, 
on the heels of a contraction of 
in real gross domestic product in 
second quarter. Although official 
sare yet to be released, itis widely 
ed among business circles that the 
quarter of 1985 will see a further 
iction of GDP by about 2.7% 
pared to the corresponding period 


Business sentiment is so bleak that 
dly anybody expects conditions to 
Ove. in the final quarter. Quoting 
siness and banking sources, the local 
sss has reported that the economy will 
facing a “year-on-year result of 4.5% 
egative growth." In that event, 1985 
auld be the worst year for the econ- 
my since Prime Minister Lee Kuan 
w's People's Action Party gained 
er in 1959, when GDP slid by 3.4% 
: apital flight and a 30% reduc- 
Vil-service salaries. The. last 
rowth for Singapore was in 
the newly independent coun- 
acked by racial riots and Con- 
n with the late president 
Indonesia. 

gative trend which began in 
ond quarter of this year was 
ated during the subsequent 
nonths. In the second quarter, 
Or sectors — “manufacturing and 
tion — recorded hefty negative 
f 8.3% and 14.7% respectively 
red with a year ago. During 
-June, trade including tourism, 
—* and communication, and fi- 
_ Services showed only marginal 
8% and 2 3% respec- 


nt, 73,800 jobs were lost in the first 
if — with more than 80% from the 
astruction sector and about 9,000 in 
ufacturing, mainly from electronics 
ories. These layoffs, which con- 
ed in the third. quarter, mostly af- 
foreign workers. So far, the i im- 












— the impression that we 


lions from within the medical pro- 
on at home and abroad that Japan is 
ing blood in some pharmaceutical | 
uct manufacturing processes and | 
-prescribing plasma-derived 
icines. Yasuo Ikeda, a Keio Unis: 


Is ‘dowaturn in Singapore’ s econ- 


‘As a result of large-scale retrench- | 
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blood and that makers: are onlyn now v just 








able to meet the demand for blood-de- 
rived medicines, owing to sufficient 
foreign supplies and advances in 
medicine and manufacturing technol- 
ogy. an 

Aside from efforts to persuade Japan 
to ease access for even more imported 
blood, US officials are seeking a broad 
revision to Japan's procedures for new 
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REVIEW DIAGRAM by Andy Tang 
pact on Singaporeans has not been too 
severe. However, General Electric of 
Singapore, the largest private-sector 
employer, has announced the planned 
termination of several thousand jobs by 
next year and other electronics firms are 
likely to follow. 


At nearly three years of dithering, 
the public-sector-dominated ship- 
building industry decided to cut back 
its capacity by 30% in the absence of 
new orders. Tourist arrivals have been 
so disappointing that some hotels have 
shut down 30% of their rooms to cut . 
operating costs. Most major hotels have 
reduced their room rates while others 
offer up to 40% discounts. 

According to property consultants 
Chestertons Lim Oh, surplus office ac- 
commodation and retail space this year 
will be 432,100 m? and 296,500 m? — or 
17.5% and 21.2% — respectively. By 
March this year, some 35 private hous- 
ing projects had been shelved indefi- 
nitely while many others had postponed 
commencement of construction. The - 
property overhang is not expected to di- 
minish before the. end of 1988. i 


the —— health Scheme. "lo 
|... One US trade negotiator described 
the delays in price-fixing as ` ‘long, som- . 
“What 
really goes on in many cases is that the 
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times outrageous." He said: 


long delay i in pricing provides a perfect 


opportunity for a domestic competitor 


of an innovative foreign firm to catch up 
and bring its own product to the mar- 
ket." 


In line ith other ease. Se Singa- 
pore's external trade also took a dip in 


the first nine months. Total exports 


were down by 1.176 during the period to 
S838 billion (US$17. 8 billion); while im- 
ports showed a-sharper fall of 3.4% to 
$$38.4 billion. Total imports during 


 January-September were lower even 


than the corresponding period of two 
years ago when these stood at $$39.6 
billion. Imports from Peninsular Malay- 
sia were down to S$5.2 billion in the first 
three quarters as against S$5.7 billion in 
the comparable period in. 1984, while 
exports to Peninsular Malaysia were 
down to S$5.1 billion from S$5.4 billion. 
With protectionist sentiment growing in 
the US and demand for electronics tak- 
ing a sharp downturn, the trade pros- 
pects for Singapore in 1986 seem none 
too bright. 

Another indication of the economic 
downturn was the number of company 
failures in Singapore. Creditors, mainly 
banks, filing writs against local firms — 
mostly trading companies — in Januarv- 
September of this year rose to 9,750 
from 9,481 for the whole of 1984. Com- 
panies wound up during the period went 
up to 506 from 445. Another 1,198 local 
firms filed bankruptcy petitions in the 
first three quarters of 1985. 

However, one measure demanded 
by business circles was to reduce the 
mandatory contribution to the Central 
Provident Fund (C PF) of 50% of work- 
ers’ wages — 25% o /o each by the employer 
to about 40%. Such a 
editor could unleash more than S$1 
billion into the economy, ease corpo- 
bout 4% and boost 
f Singaporeans by 
nmént is not pre- 

yc üch a drastic move, 

because CPF mops up most of the peo- 
ple’s see and provides cheap funds 
to the pub 

ernment sources say that by the next 
budget in March 1986, the authorities 
might consider a reduction i in corporate 
and personal i ome taxes. But even 
that is not expected to bolster the econ- 





















ic sector. Industry and gov-. 
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Caron brougl it 
something new 


to electronic typing. 








All those people who hated to type. 
Or simply found it too intimidating to try. 
People on the go, who didn't have time 
to type. And professional typists who had 
reached the limits of productivity using 
conventional machines. 
They've all helped make Canon one of the 
world's leading typewriter manufacturers. 
We know that some typists are highly 
trained, and fast. Others are "keyboard 
thinkers" who compose as they type. There 
are also those who like to do their writing 
away from the office. Even outdoors. 
People need machines designed for their 
own, very special needs. 
That's why Canon makes one of the 
most comprehensive lineups of elec- 
tronic typewriters available today. 
From powerful office machines to 
ultra-compact personal models. 
And everything in-between. And 
because people's needs often 
change, we even offer equip- 
ment that allows a Canon 
ETW to be upgraded into a 
powerful word processing 
system with full screen display 
and floppy disk storage unit. 
Canon brings some special 
talents to typing. Like advanced elec- 
tronics that put sophisticated editing 
powers at peoples fingertips. And a 
knowledge of precision mechanisms that's 
backed by almost 50 years experience with 
cameras and office equipment. 
You can feel the quality in our keyboards 
and see it in every character our electronic 
typewriters produce. Whichever one you 
choose, you can be confident that you're 
getting more than professional finish. You're 
getting personal satisfaction. 
Because when we brought people to elec- 
tronic typing, we made a place for you, too 


Typestar 5/ Typestar 6/AP100/AP150 
AP210/AP310/AP360/AP410 
AP510/AP560/VP2000 


Canon 


ELECTRONIC TYPEWRITERS 


Canon Inc., Tokyo, Japan. 

For further information, please contact. Regional office in South East Asia 
Canon Hong Kong Trading Co. Ltd. Tel 0-444221 Telex: 45790 CANHK HX 
Hong Kong: Jardine Marketing Services Ltd. Tel 5-8373797 Singapor e: Car 
Marketing Services Pte. Ltd. Tel. 2735311 Malaysia: Muipha Tradi ng on Bhd 
(Canon Division) Tel. 556066. Phi lippines: Datagraphi cs Inc. Tel. 855 
Indonesia: P. T. Samafitro Tel 355521. Sri Lanka: Met etropolitan Agent 

Tel. 25582. Pakistan: Global Business System Tel. 525909 —— New Guir ea 
High Tech Industries Pty Ltd. Tel. 256411. Thailand: FM A Corpc 

Tel. 2350156 













































Subscribe now 


and ensure your copy each week. 


Holiday Inn City Centre Kuala Lumpur 
Opening Soon 


Located alongside the Gombak River, in the centre of the 
commercial district, with shopping and nightlife nearby 

250 luxurious rooms and Suites will feature individually 
controlled airconditioning, colour TV, radio, retrigerator mini 
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bar and free in-house movies. 


* Business Centre will offer full executive services 
Restaurants will include a coffee shop and a Chinese 


A all the other services you would expect to find in an 


restaurant. 


Comfortable cocktail bar for relaxation. 


Convention facilities for meetings and seminars. 
Swimming pool with snack and cocktail bar 
' Two squash courts, 


24-hour room service, 
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... plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
subscription. Simply tick the relevant space in 
the coupon below and automatically receive the 
| Yearbook. It gives you Asia minus the mystery 
Minus the myth. A country-by-country survey of 
| Asia. Everything from Finances & Currencies to 
Politics and Social Affairs. The only single 
— — dus , RT 2 Pe medium of its kind 
i kie — * Fy els f | E. | 
—* uh Rate: Soft cover US$21.95 or HK$170 (or 
the equivalent in local currency). Add the 
Yearbook cost to your subscription rate shown 
above, and send the total, with the completed 
coupon. 
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Transporting day old chicks: a challenge to Sabena's savoir faire. 





Sabena. 
Savoir faire in the air. 


Sending your freight by Sabena can take 
all kinds of loads off your mind. 


Day old chicks are not the easiest things in 
the world to transport. Sabena devised a unique 
aircraft loading frame to keep them at the right 


temperature and to get them to their destina- 


tion in perfect condition. That's savoir faire. 


Whatever your freight, Sabena can trans- 
port it with exceptional efficiency from the ultra- 


modern Brucargo facility where expert staff 
are fully supported by computer. Seventy direct 


destinations worldwide means less tranship- 


ment and an extensive fleet of trucks is stra 
tegically deployed for the fastest possible 
delivery. 

And remember that Sabena carry freight 


on all their passenger flights, giving outstand- 
ing flexibility for urgent, last minute shipments. 


That's Sabena savoir faire. 


Your freight agent or the Sabena freight office will 
be glad to supply any information. 


Make sure your freight is booked aboard 
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At a time like this when two major pieces of research, 
namely Asian Businessman Readership Survey and 
Asian Profiles IV, have been released into the market 
place, it's a good idea to sit back and reflect on just what 
publishing and advertising are really all about. 


With just about everyone in media racing around claim- 
ing that “my numbers are better than his or her num- 
bers” and “our percentages are better than their per- 
centages” etc., it just might make some sense to get 
back to basics. 


And perhaps the most basic thing in publishing is 
that advertisers of quality products and services do 
not buy numbers. They buy audiences, composed of 
people of quality, who are dedicated in a variety of 
ways and for various reasons to one publication or 
another. 


When we at the Review talk about our most important 
numbers, you can bet we're referring to the size and 
collective experience of our editorial staff. The people 
who, week after week, produce Asia's most highly re- 
garded and respected publication. 


‘With 46 editors and reporters and 11 specialist corres- 


— pondents, and scores of contributors, representing the 


largest, most highly qualified editorial staff of any 
publication in Asia, it’s little wonder that when it 


c5 comes to providing the best coverage of the region even 








APIV and ABRS Data available on request, 
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about! 


our fiercest competitors recognise the Review as the 
unchallenged leader. 


Another extremely important number we're very 
proud of is our over 80 percent subscriber renewal per- 
centage which we believe to be the highest in the re- 
gion. Extremely important because it reflects so clearly 
the loyalty and dedication of our readers, the over- 
whelming majority of whom come from the very top 
rung of Asia’s socio-economic ladder. 


So when advertisers buy space in the Review they do so 
knowing that they get something far beyond costs-per- 
thousand efficiency or mere numbers for numbers' sake. 


They get editorial excellence of the highest order. They 
get consistency of readership by an audience of people, 
the total quality of which other publications in this mar- 
ket can only dream about! People who run the com- 
panies and countries of Asia. 


If you are an advertiser of quality products or services 
we'll happily deliver all the numbers you ask for. And 
when the numbers crunching is over and done with 
we'll give you something much more. A truly unique 
editorial environment to advertise in, created week 
after week by the best and largest editorial team in 
Asia. 


They are now and always will be our most important 
numbers... 





Martell Cx yemac. The spirit ot France. 








- dollars, yen, D-marks, francs, lire, 





pounds sterling, giving 
currency to the motto that it’s not so important 
how many you have as what you make out 


of them. 





Our investment advisers and portfolio man- 
agers have known for 230 years the innumerable 
advantages of universal banking services. 
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d office: Bahnhofstrasse 32, P. O. Box, CH-8022 Zurich, telephone (1) 219 1111, telex 812 174, cable bankleu zurich. : 
ork branch: 375 Park Avenue, Suite 310, New York, N.Y. 10 152, telephone (212). 418- 031 elex (\ — 
“bank jn. Geneva, Paca and 1 Nas au/ Bahamas. Repr sentative offices in^ man, d^ 












@ AT least two new funds for indirect 
investment by foreigners in the Taipei 
stockmarket are nearing launch and 
other investment vehicles are being ac- 
tively mooted in various quarters. 
Change, as they say, is definitely afoot 
but it has brought a good deal of confu- 
sion on its heels. Everyone agrees that 
the role of foreign portfolio investment 
in Taiwan should continue to grow. 
What they cannot agree on — especially 
government bureaucrats — is precisely 
what form it will take. And no one is 
quite sure how keen foreigners still are 
to get into the local market. 

As interest has grown in New York, 
London and elsewhere in recent years in 
Sob is stockmarkets, Taiwan's out- 
standing economic performance has 
helped override nervousness over the 
country's shaky financial structure. It 
also diverted attention from the fact 
that available financial information on 
many local ——— is so unreliable as 
to make a mockery of market or com- 
pany analysis. 

So what happens when foreigners 
start looking more closely? We are 
about to find out. The success (or other- 
wise) enjoyed by the marketers of 
shares in the new indirect funds should 
provide a good indication of how much 
appetite remains for Taiwan paper, 
even after the country has been battered 
by a year of financial scandal brought on 
by the Cathay banking crisis and a seri- 
ous downturn in trade. 
€ THE new funds are the latest stage in 
a long-term plan the government has 
been fitfully following to open the local 
stockmarket. The first stage was the 
November 1983 establishment of the 
Taiwan (ROC) Fund, an indirect fund 
managed by the International Invest- 
ment Trust (IIT), a joint venture be- 
tween local banks and nine foreign 
brokers and fund managers. After IT's 
second tranche at the end of 1984, its 
funding amounted to US$81 million. 

The next step was the approval by 
the Ministry of Finance (Mor) in May 
of plans to set up three more indirect 
funds to be managed by the domestic 

artners rather than officers appointed 

y the foreign partners, as with IIT 
(REVIEW, 6 June). Two funds look set 
to beat the MoF's end-November dead- 
line for incorporation: Kwang Hua 
Securities Investment and Trust (For- 
mosa Fund) and National Investment 
Trust Co. (Taipei Fund). A third, China 
Development Corp.'s fund, will need a 
time extension from the Securities and 
Exchange Commission (SEC) if it is to 
get off the ground. 

Kwang Hua's foreign partners are 
Interallianz Bank Zurich, Hoare Gov- 
ett and Montagu Investment and Man- 
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agement, which collectively will have a 
30% share in the fund. National hooked 
up with Prudential-Bache Securities, 
GT Management and Bankers Trust of 
Australia, which will have about a 23% 
share. A China Development Corp. of- 
ficer said his fund’s foreign partners 
would be Merrill Lynch, Fidelity Inter- 
national and Bangkok Bank, but Mer- 
rill’s participation (and the fund itself) 
now looks problematic. The new funds 
will each have an initial syndication of 
US$25 million. 

The SEC has agreed in principle that 
the next step will be to permit direct in- 
vestment funds that would be listed and 
based in New York, so foreign institu- 
tional investors could buy certificates 
there rather than having to deal with a 
Taipei-based investment company (and 
a one-year minimum redemption 
period). The last stage, sometime off in 
the future, would be to open the Taipei 
market for investment by foreign indi- 
viduals as well as institutions. But this 
would necessitate the elimination of 
Taiwan's strict. foreign- 
exchange controls, which 
are dear to the heart of the 
Central Bank of China. 

The controls have not 

yet been eliminated, 
but they have been 
loosened in recent days. 
On 5 November, the 
central bank said it 
would allow local in- 
dividuals and foreigners 
to participate in forward 
foreign-exchange deal- 
n. The move is expect- 
ed to help ease the pres- 
sure of Taiwan's rising re- 
serves, which reached a 
record US$20.5 billion by end-October. 
Previously, exporters and importers had 
been allowed to do forward foreign- 
exchange transactions with both local 
and foreign banks. The central bank 
also reduced the percentage of forward 
foreign-exchange positions banks must 
square to 40% from 65%. 
e TWO foreign groups have proposals 
before the SEC for dioe! funda, First to 
the gate was Vickers da Costa and First 
Boston, followed shortly by Merrill 
Lynch and Fidelity International. The 
SEC is known to favour an early ap- 
proval of one of the proposals, but it 
lacks the authority to make the deci- 
sion. (Meanwhile, the SEC has issued 
its first licence to a foreign investment- 
management firm — a wholly owned 
subsidiary of Jardine Fleming Holdings 
of Hongkong — which started opera- 
tions in Taipei this month.) 

The central bank, and behind it Pre- 
mier Yu Kuo-hwa (who used to be its 
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governor) are taking a far more cautious 
approach. So far, they appear far from - 
convinced that foreigners should be 
able to invest in Taiwanese shares” 
through a fund that itself would be ef 
f NW 
fectively beyond the reach of local regu 
lation. While caution may at times be ai 
admirable quality when it comes to fie 
nancial affairs, the result this time has 
been unnecessary confusion. SN 
No one knows when the approvat 
may come. [t could be within SI 
months, as SEC chairman Shen Pe-lin 
told a member of the international im 
vestment community recently. Or it 
could take one to two years, as he told a 
domestic partner in one of the new, in- - 
direct funds. Or it could be more than 
two years, as an MoF official recently 
implied. All this official indecision fs: 
having a negative impact on efforts to” 
et the indirect funds going. Some of the - 
oreign partners are concerned that the 
early establishment of a direct fund 
would hurt efforts to market shares in 
the indirect funds, despite the example 7 
of the Korea Fund, 
which is co-existing with — 
five indirect funds. 
Nonetheless, Merrill | 
Lynch is rumoured to be 
about to pull out of 
its tentative agreement © 
with China Develagt 
ment Corp., in order to 
avoid prejudicing its 
hoped-for direct vehicle; 
Nervousness in other 
quarters over this prob- 
lem was demonstrated in 
mid-October, when an 
incorrect wire service re- 
port out of Taipei said. 
that government ape 
proval of direct investment was immi- 
nent. Worried telexes from the home 
offices of several potential foreign-fund 
participants were fired off to their ~ 
Taipei representatives’ offices. | 
€ SINCE its establishment two years 
ago, IT's shares’ net asset value have 
only risen 8% (as at end-October), com- 
ared to the 11% rise of the Taipei mar- ~ 
kets weighted price index. Despite this 
less-than-outstanding performance, the | 
fund passed an initial vote of confidence = 
at the end of October, the end of the 7 
first two-year minimum redemption 
period, with no shares having to be re-- 
deemed. There remains a simifar test at 
the beginning of December, the end of 
the one-year redemption limit on the 
second tranche. B 
A changing of the guard at IIT was 
announced last month, with current T 
Taipei director of Vickers da Costa, | 
Mark Mobius, set to take over in Feb- |. 
ruary as president from Robin Hall. 
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7 BAREFOOT 
REPORTER 


The best of the Richard Hughes 
columns from 1971 to 1983 





FarEastern Economic 


Soft Cover: 184 pages 





The life of Richard Hughes spanned nearly eight S o: Püblicacióna Divisinn >$ wd 
decades, most of them spent as one of Asia's leading FAR EASTERN ECONOMIC REVIEW 
foreign correspondents. And Hughes’ world was G P. O. Box 160 

peopled by the memories of those decades. 


Hongkong. 

It was a world of the hilarious ...like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. US$7.75 each. 


It was a world of the macabre...like the Teikoku For surface mail delivery add US$1.00 
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poisoner who massacred a bank's staff for a haul of | and for airmail delivery add US$3.00 

| 

| 

| 

| 

| 

| 

| 


Barefoot Reporter for which I enclose 


US$800. per copy. —— 
It was a world of the touching . . . like the slave Send to: 
children of old Shanghai, plunging pathetic, claw- Name: 
like hands into vats of boiling water to prepare silk T 
ress. 


cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. eel 
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Government warnings may dampen use of CPF funds 


By V. G. Kulkarni in Singapore 


ms Singapore Government plans to 
liberalise the use of workers' savings 
in the mandatory Central Provident 
Fund (CPF). Acting Labour Minister 
Lee Yock Suan told parliament on 31 
October that Singaporeans — who have 
previously been restricted to buying 
only property or a few special share is- 
sues with their CPF savings — would be 
allowed to invest about S$1 billion 
pe million) in stocks of local 
irms and gold by next year. 

This should be sweet music to the de- 
bid s stockmarket. But the reaction 
rom local punters and brokers was 
lukewarm. On | November, the day 
after the announcement, The Straits 
Times Industrial Index inched up 1.33 
points to close at 767.94. Admittedly, 
developments in the Middle East lead- 
ing to intense speculation over the 
future of world oil prices also damp- 
ened the bourses that day. But it was 
clear that the securities industry re- 
mained sceptical that the average 
— would, come next year, 
rush to his nearest broker to place buy- 
ing orders, 

Nor is it the intention of the au- 
thorities. Since early 1984, when a high- 
level government committee recom- 
mended that the age of final withdrawal 
from CPF be raised from 55 to 60 and 
éventually 65 — in line with the growing 
longevity and the retirement age of 
workers — the CPF issue has become a 
political hot potato. It turned into a 
major controversy during the general 
election last December and there were 
persistent demands that the govern- 
ment-should release its stranglehold 
over workers’ savings and CPF mem- 
bers be given a say over how these are 
invested. 

So the government came up with its 
own proposal offering some flexibility 
to members in CPF investments, while 
still maintaining the basic objective of 
the fund to offer old-age security, home 
ownership and disburse medical ex- 
penses through the Medisave compo- 
nent of CPF. Under the proposal, a Sin- 
gaporean would (apart from his 
Medisave contributions) have to build 
up a minimum reserve of S$30,000 in 
CPF, before being allowed to invest ex- 
cess funds in local stocks. The reserve, 
which would be adjusted periodically 
for inflation, is estimated to be the mini- 
mum necessary to meet an individual's 
bare living Ed geris after retirement. A 
member would be allowed to invest up 
to 10% of the remaining CPF balance in 
local stocks and gold. 

The rules for investment in gold are 
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yet to be formulated, but not more than 
half of the investible surplus (or 5% of 
the “excess” CPF balance) can go into 
bullion. As for shares and loan stocks, 
only locally incorporated companies 
listed on the Stock Exchange of Singa- 
pre (SES) qualify. The shares also 
ave to meet the conditions of the Trust- 
ee’s Act — meaning the companies 
should have a minimum paid-up capital 
of S$5 million and should have paid di- 
vidends for each of the past five years. 
Companies which do not meet these 
requirements or those which are seek- 
ing listing on the SES will have to apply 
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to the Securities Industry Council for 
approval to be included in the CPF in- 
vestment scheme. Local unit trusts also 
qualify for the scheme, but the CPF sav- 
ings can only be invested in listed local 
companies. Lee said that of the 308 
companies listed on the SES, only 59 are 
trustee shares of locally incorporated 
firms, with a market capitalisation of 
S$20 billion. 


A CPF is meant for old-age security, 
members using CPF monies will be 
forbidden to speculate in stocks and to 
trade on margin. Dividends and capital 
gains of shares bought under the scheme 
will have to revert to the CPF balances 
of members. However, any trading 
losses will have to be borne by the mem- 
bers and not debited to their CPF ac- 
counts. The scheme will come into ef- 
fect after the CPF Act is amended early 
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are wn up, Lee ar »unced. 

On the face of it, the injection of the — 
estimated S$1 billion into the 59 cup 
counters, with a turnover of 8$2.5 bil- 
lion in 1984, should be timely tonic for 
these stocks. But the reality is far less | 
encouraging. Although Lee pointed out | 
that some 300,000 of the 1.8 million — 
CPF members will be able to take ad- | 
vantage of the scheme, about two-thirds — 
(some 200,000) of them had less than 
$$3,000 in investible CPF funds in 
accounts as at end- 1984. 

After deducting brokers commis 
sions and the inevitable CPF adminis- - 
trative charges for the scheme, the aver- 1 
age investing member will be harc m E. 
to go for the high-priced and safe blue 
chips and may have to settle for cheaper 
d low-yielding stocks. Moreover, - 
given the preference of the local | 

hinese for gold, most of them might ~ 
like to put a large part of their small in- - 
vestments into bullion, leaving precious 
little for stocks. | 

Those with investible CPF funds of. 
more than S$6,000 number a little more | 
than 50,000 and many of these — mostly. | 
young professionals and people in t | 
50s — might invest in part in gold. | 
Moreover, a large number of Singapo- | 
reans are using their CPF accounts for 

aying installments on property under | 

ome-ownership schemes. Accordin 
to some analysts, the infusion of CPE | 
monies into stocks might not exc | 
$$200 million next year or a fifth ofthe | 
S$1 billion estimated by the govern- | 
ment. The net result is likely to be a f 
further strenthening of blue-chip prices, |. 
without significant impact on the mar- T 
ket as a whole. 

A major hurdle faced by the first- f 
time CPF investor in shares is the T 
inadequate investment advice cur 
rently provided by brokers. No doubt, 
banks and securities houses 5 
make renewed efforts to lure more in- T 
vestors. d 

But Lee and the pro-government T. 
local media have already begun caution- 1 
ing the public of the risks involved in ] 
managing one’s own investments. | 
Many Singaporeans burned their fing- 
ers by trading commodity and gold T 
futures on foreign markets in the early | 
1980s. | 

If in the coming years Singaporeans f 
incur losses on the stockmarket, or if 
their returns are less than the 6.5% im- — 
terest-free returns given by the CPF f 
management until now, there could bea T 
public outcry. Some sceptics are already T 
suggesting that should that occur, the 
government could well adopt the at- 
titude of we-told-you-so. The possibility 
of the whole scheme languishing be- | 
cause of lack of investor interest or 
losses suffered cannot be ruled out. In 
that event, the ruling People's Action - 
Party will have scored a major political | 
point — that the authorities are the best | 
guardians of the people's money. D 




































b )y Robert Cottrell in Hongkong 


| j alaysia’s plan to let banks and 
| foreign securities houses buy signi- 
— ficant shareholdings in local stockbrok- 
| ing firms may be overtaken by more 
sweepin changes i in Singapore. 
— Ong Tjin An, chairman of the Stock 
gesehen e of Singapore (SES), told this 
year s SES annual general meeting on 
26 October that ' ‘although the subject 
' matter of outside participation is a con- 
+ oversial one, I would urge members to 
_ view the matter from a broader perspec- 
tive, taking into account the long-term 
E Merest of the securities industry and 
the development of Singapore as an in- 
national financial centre." A senior 
sec ities-industry figure told the 
REVIEW that he interprets Ong's re- 
to mean that outside institutions 
will soon be permitted to buy into SES 
ember firms, perhaps initially as 
inority partners, but with the eventual 
rospect of full control. 
LA director of one British stockbrok- 
z company active in Singapore and 
M Malaysian stocks says he believes this 
process will be underway before April 
1986, the date set by Malaysian Finance 
Minister Daim Zainuddin in his 25 Oc- 
tober budget speech for liberalising 
to the securities market in Kuala 
Lumpur. The SES also looks likely to 
“offer foreign brokers more latitude: the 
Malaysian proposals as so far discussed 
would allow foreign brokers to hold a’ 
y maximum of 20-30% of a local broker- 
, with Malaysian banks also being al- 
“lowed to invest up to a combined maxi- 
| mum of 51%. 
.  Ongis inviting SES member firms to 
' consider liberalisation in the context of 
= securities trading around the world. 
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'eigners may be alowsd on Singapore, Malaysian exchanges 


“Participation by non-members, includ- 
ing financial institutions, in the equity of 
stockbroking companies is now accept- 
able in both London and Australia,” he 
said on 26 October. But foreign stock- 
brokers believe that the prospective 
liberalisation of the Kuala Lumpur 
Stock Exchange (KLSE), a prospect 
first raised by Daim in a speech on 18 
February this year, has been the real 
catalyst for change. 

The KLSE and SES were separate 
trading floors of a single unified 


A TALE OF TWO CITIES 





REVIEW DIAGRAM by Andy Tang 


stockmarket until 1973, the same vear in 
which the Malaysian and Singapore cur- 
rencies broke their parity. Today, 
roughly 70% of Malaysian and Singa- 
porean publicly quoted companies are 
traded on both exchanges, and most 
foreign brokers prefer to maintain a 


representative office in Singapore from 
which to cover both markets. The only 
—— exception is the British-own- 

and Hongkong-based broker W. I. 
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brokers represented in Singapore in- 
clude Hoare Govett, James Capel, and 
Vickers da Costa. 

If foreign brokers could be per- 
suaded to move from Singapore to 
Kuala Lumpur, they might bring with 
them some of the business presently 
being put through the SES — perhaps 
through London as well. Their exper- 
tise, and the capital of the Malaysian 
banks, might also help make the KLSE 
a bigger and better-balanced market 
that is more attractive to many of the 
local investors who also put business 
through Singapore. However, for local 
investors, anonymity and exchange- 
control evasion may prove even more 
important considerations. De- 
pending on local investors’ 
often volatile moods, 40-70% 
of SES trading is in Malaysian 
stocks. 


he liberal mood abroad at 

the SES may reflect, main- 
ly a reluctance to risk any lur- 
ing northwards of its better 
foreign customers, even though 
most of them would still favour 
Singapore for its infrastruc- 
tural advantages: telecom- 
munications are cheaper than 
in Malaysia, international 
travel is easier, the business 
and financial community is 
more cosmopolitan, and leisure facili- 
ties are more sophisticated. 

Daim's wish to bring outsiders into 
Malaysian stockbroking is the most fun- 
damental in a series of initiatives taken 
this year to revive flagging local share 
pus Bank Negara, Malavsia's central 

ank, has been authorising brokers to 
operate offshore bank accounts, both to 
raise finance more cheaply and to ser- 
vice overseas clients more easily. New 


% change % em Dividend s 
mea] aih [it | wm num Sa 
H30Sept.| ¥86.52b Y 1.941 *6.6 Weaker performance forecast for rest of year owing to yen's | 
(US$415.6m) (US$9.3b) 5 appreciation against US dollar and expected fall in exports:to 
China. 
| Y31July | —A$17.74m AS273m nil Accumulated losses over past three years total AS120m. 
ond. (US$12.4m) (US$191.6m) (same) | Companies continues to be a money drain for parent Bond 
Y 31 Dec. | Won 33.3b *197 Won 1.35t 
E (US$37.4m) (US$1.5b) 
— Korea) | ^ 





Profits and sales soared largely due to upturn in shipments of 
household electronic goods to the US. 
























H31 July pi 04m No forecast given for second half due to recent developments |. 
J prer 9m) (US$137.3m) in international tin market. 
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KLSE introduced in August “delayed 
one-month” trading. in which deals 
need not be settled until the end of the 
four-week account period in which they 
occur. but few brokers use the new sys- 
tem. Daim himself has used the author- 
ity of his office to urge private investors 
to buy shares, and to discourage corpo- 
rate insiders from taking quick profits: 
his meeting with institutional investors 
in Kuala Lumpur on 22 July was cre- 
dited with lifting KLSE share price by 
2% the next day. 

One effect of Daim's market-goad- 
ing has been to boost KLSE turnover to 
record levels during the past four 
months after a weak start to the year 
during which KLSE prices hit a two- 
and-a-half year low in July. The heavy 
volume may help Malaysian brokers 
argue for high prices when the time 
comes to sell partnership interests to cor- 
porate outsiders. The managing direc- 
tor of one of Kuala Lumpur's largest 
brokerage houses says he has no objec- 
tion in principle to outside minority par- 
ticipation: what would concern him is 
any official pressure to sell. Daim talked 
in his budget speech of brokers being 
"encouraged to corporatise" their com- 
panies so as to "increase their access to 
capital and enterprise." 

Brokers in both Malavsia and Singa- 
pore are likely to argue that the issue of 
moving from fixed to negotiated com- 
mission structures should be deferred at 
least until after membership issues have 
been resolved. One Singapore securi- 
ties-industry official says negotiated 
commissions might be particularly inap- 
propriate for the SES because it remains 

redominantly a market for individual 
investors, while negotiated commis- 
sions serve the interests of institu- 
tional investors which deal in large 
volume. ü 
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By Nevil Gibson in Wellington 


N ew Zealand's stock exchange is 
awaiting approval from the Minis- 
ter of Justice for its first moves to open 
itself up to outside competition and 
ownership. New rules proposed by the 
exchange in late October would allow 
its members to incorporate, merge, ad- 
vertise and set up branch offices. 

The main change will allow stock-ex- 
change members to incorporate their 
firms with a minimum paid-up capital 
of NZ$500,000 (U 697). Outside 
shareholdings of up to 50% will also be 
allowed, providing that a majority of 
the company's board are stock-ex- 
change members. Already, several 
brokers have taken steps to incorporate 
their investment activities through the 
formation of publicly listed companies, 
jointly owned merchant banks, or 
"backdoor" listings by takeovers of 
public companies which are then fol- 
lowed by a sale of the assets. 

Recent examples include merchant 
bank FAS ip ge which is run by 
the partners of Wellington sharebrok- 
ing firm Francis Allison Symes (FAS). 
FAS Macquarie is jointly owned by the 
Macquarie Bank of Australia, and the 
New Zealand Government Insurance 
Corp., with no shareholding at present 
in FAS, 

Sharebroking firm Frank Renouf 
and Co. has launched two listed com- 
panies on the stock exchange. One, Re- 
nouf Corp., has a market capitalisation 
of NZ$75 million, putting it in the top 50 
companies. The other, Renouf Proper- 
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New zeal to compete 


Wellington moves to free up its stockmarket system 
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ties, has bought a large department 
store in Wellington. "T 
As well as moves into the invest- 
ment-banking area, sharebroking firms | 
(under the proposed rule changes) will” 
be able to compete for clients. At the 
moment, stock-exchange rules forbid 
making approaches to clients of other 
members. There are also restrictions on 
advertising, which basically limit it to - 
"business card" notices. HW 


hese anachronisms will be wiped 

out, along with limitations on Ji. 
of business. Up to now, stock-exchange — 
members were allowed only one he 
office tied to one of the four trading 
floors in Auckland, Wellington, Christ- 
church or Dunedin. The introduction of 
a single, computerised trading floor will. 
effectively abolish provincial rivalries. — 
Major broking firms, which have small 
offices away from their main centres, — 
will in future have access to the nearest 
trading floor. 

Almost all of the major broking | 
firms in Auckland and Wellington are - 
already prepared for this, and have es- 
tablished offices in each city to build up. 
a client base. 

The proposed rule changes do notat | 
this stage include any change to the pre- | 
sent fixed brokerage-charges system. —— 
According to stock exchange president 1 
Rex Pearson, this is because brok e | 
fees are covered by law, and need 
consent of parliament before they can | 
be deregulated. 
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INGKONG: Despite trouble in the territory's 
‘electronic industry and the financial secretary's 
comments that Hongkong was in for even lower 
"growth than his revised estimates had indicated, 
"Share prices surged, lifting the Hang Seng Index 
by 51 points over the period. The index closed 
above the 1,700 psychological threshold for the 
- first time in years. Sentiment was boosted by news 
of a couple of big property sales and real-estate 


i4 e epee activity. The rally, which started a 
 fortn 
fc 














t ago, appears to have no fundamental 
support, however. Turnover rose to HK$313.65 
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TORYO: The correction phase continued through 
the holiday-shortened period to 2 Nov. with vol- 
umes continuing at a low level. Volume averaged 
284.4 million shares and the Dow Jones Average 
fell, closing at 12,809.98 points on 2 Nov. Turn- 
over was also depressed as analysts and dealers 
jaused to study mid-term company results before 
'ommitting themselves to new themes. The Bank 
f Japan's decision to push short-term interest 
rates up slightly contributed to a slowdown in 
trading. Most blue-chips held their gains. 








INGAPORE: Market sentiment was mixed. The 
olitical crisis in Sabah, the tin-market crash and 
the confusion over the future of oil prices damp- 
ened spirits. On the other hand, Singapore's 
Manned liberalisation of rules governing mem- 
bers' use of their Central Provident Fund monies 
bolstered the stocks of Singapore-incorporated 
ompanies. The Fraser's Industrial Index which is 
heavily based on Singapore counters gained 74.63 
points to close at 4,173.30 on 4 Nov. However, the 
Straits Times Industrial Index, which is domi- 
ated by Malaysian stocks, lost nine points to 
close at 763.69. Turnover continued to languish, 
with the daily average during the period amount- 
ing to 11.43 million shares. 


KU LUMPUR: Unmoved by record Wall 
treet p the stock exchange saw 
rices slide in dull trading averaging just 13.1 mil- 
lion shares, worth M$33.3 million (US$13.6 mil- 
lion) a day. Frasers Malaysia Index dropped more 
than a hundred points during the period as values 
succumbed to nervous short-sellers worried about 
he collapse of the tin market, disarray in Opec 
and continuing political instability in Sabah. Even 
such recent speculative performers as Raleigh Cy- 
cles or Antah Holdings had double-digit losses 
while financial listings mostly closed lower. 
Analysts do not foresee any dramatic turnaround 
| in market sentiment while continuing commodity 
; export price uncertainty prevails. 

Leo 
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| AUSTRALIA: A long-awaited correction finally 
caught up with the markets after a six-week re- 
cord-breaking run which pushed the All-Or- 
 dinaries Index up 109 points. The index suffered 
- its biggest single-day fall for nearly five years on 1 
Nov. on the comment by an Opec oil minister that 
oil pricing was uncontrolled. The market regained 
confidence on 4 Noy. but the scare showed the 
nervousness of an energy-exporting country at 
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PROBLEMS in the international tin market hit share trading in metal sensitive ex- 
changes. Malaysia suffered the heaviest blow, followed by Australia. Those unaf- 
Tec ed by tin included Hongkong, which chalked up the most gains. 


any oil-price decline. The collapse of the interna- 
tional tin-price support system and strong growth 
in domestic money-supply figures also helped de- 
press the market. Resource and mining stocks 
were the hardest hit. The All-Ordinaries ended 
the period 30.1 points down at 1,015.5. 


NEW ZEALAND: The market continued its rally 
mainly on the back of re-emerging corporate ac- 
tivity. The mining index reached a 1985 high 
though this was a result of position taking from 
companies wishing to list on the industrial board 
rather than drilling activity. The interim reports of 
companies with March balance dates indicate 
mixed results, with many companies hurt by high 
interest rates and a strengthening local dollar. 


BANGKOK: The market traded listlessly during 
the period. Counters opened lower but gradually 
picked up by mid period. — the upswing was 
Siam Food Products. Overall confidence re- 
mained low, however, on the back of poor funda- 
mental and technical factors. Prices eased back to- 
wards the period’s close but managed to retain 
some gains. The Book Club Index finished the 
period at 131.75, up 0.17 of a point. News that tin 
trading was suspended in Kuala Lumpur and Lon- 
don impacted negatively on mining shares. Total 
volume rose to 1.56 million shares, valued at Baht 
112.16 million (US$4.23 million). 


TAIPEI: The market was unable to sustain its re- 
cent upward momentum. The weighted price 
index cropped 9.72 points on the holiday-short- 
ened period to close at 770.91. Volume continued 
to be relatively heavy, with average trading trans- 
actions of NT$1.32 billion (US$33 million). But 
instead of pushing prices higher, investors sought 
quick profits and cashed in shares. Analysts also 
reasoned that the index was nearing a psychologi- 
cal barrier of 800, causing a short-term correction. 
Paper shares led the market's downward move- 
ment. 


MANILA: Share prices wilted in a dry market. 
Average daily value turnover fell by 3.6% to 
P2.94 million (US$157,219), hitting as low as 
P759,180 (of which the Makati Exchange shared 
P41,600) on 30 Oct. as stockbrokers got mainly 
involved in finalising formal securities-industry 
proposals for active government intervention to 
boost the market. The Manila commercial-indus- 
trial index lost 3.93 points to close at 176.04 while 
the mining and oil indicators were unchanged at 
699.17 and 0.779, respectively. 


SEOUL: Losers outnumbered gainers as the mar- 
ket slowed with profit-taking, particularly in con- 
struction shares sales. The composite index edged 
down 0.8 to 141.080 points and average daily trad- 
ing volumes were off 11.71 million to 23.29 million 
shares. Buoyed by rises in cement, non-metallic 
minerals rose 5.6 points, followed by transport 
equipment, which gained 2.49 points. Fabricated 
metals dropped the furthest, down 10.09 points. 
With few significant individual gains, the largest 
drop was that of Samsung Electronic Devices. 











F.E. Hotels 0.70 
First Pac. Holds 2.05 
Furama Hotel 4475 
Great Eagle 0.76 
G, Island Cement 8.25 
Hang Lung Development Ex. All 7.65 
Hang Seng Bank 45.00 
HAECO 22.30 
Henderson 230 
H.K. Electric 8.15 
H.K. Ch. Gas 11.50 
HOC AK. Whart 7.40 
HK Land 6.90 
HK. & S. Bank 7.45 
HK. 4 S. Hotels 35.00 
H.K. Realty "A" 12.30 
H.K. Telephone 9.10 
HKTVB 6.10 
HK &Y Ferry 3.30 
Hopewell Ex. Div 245 
Hsin Chong 137 
Hutchison 27.80 
Hysan Dev 0.63 
Int'l City Holdings 0.98 
Jardine Matheson 13.40 
Jardine Sec. 15.50 
KMB 10.70 
Liu Chong Hing 2.35 
46.50 
Nan Fung Textiles 3025 
New World 8.30 
Onent O'seas H 
Paul Y. Constr. 2.15 
Regal Hotels 144 
Sino Land 0.98 
Stelux 250 
Sun H.K. Props Ex. Div 13,60 
Swire Pac. "A" 28.70 
Tai Cheung 2.075 
Wah Kwong Ship 0.84 
Wing On Holdings 3.60 
Winsor 4.90 
World int’! 2.45 
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In pursuit of profits 





Certain processes in high-tech industry call for an extra- 
ordinarily clean environment. So much so, that sometimes 
not even nature's own untainted air is pure enough. 

This is the story of how an advanced engineering com- 


pany called Atlas Copco helped a Welsh manufacturer of 


computer discs and tapes improve quality and cut costs. 
If you're concerned with company profits, thi is story could 
relate to you, too, no matter what industry you’re in. 





THE SECRET OF BRYNMAWR'S 


CLEAN AIR. 


As you leave the haze of Newport's 
industry behind, you can actually smell 
the air getting fresher for every mile you 
drive along the road that winds up to 
Brynmawr. The name of the town is 
Welsh for “big hill”, and it certainly 
deserves its name. Up here you'll find 
Control Data's only European plant for 
magnetic media. 

Why did a computer giant like 
Control Data choose this tiny hamlet 
perched on the edge of Wales' most stun- 
ning national park? 

The answer: the clean air. 

To appreciate this obsession with 
cleanliness, first you have to understand 
a little about computer technology. A 
magnetic disc used for storing informa- 
tion resembles an LP record. And, just 
like a record, a pick-up is used to tap the 
information on the disc. 

But there are two major differ- 
ences. A disc rotates at the impressive 
speed of 3,600 rpm. And the pick-up is 
flying, or rather, low-sniffing, only 0.3 
millionths of a meter above the disc's 
surface. 

Here comes the complication. 

An ordinary smoke particle is approxi- 





mately 0.5 millionths of a meter in dia- 
meter, or almost double the pick-up's 
flying altitude. If such a particle sticks 
to a disc in the Control Data plant, 
sooner or later it will crash into some 
client's pick-up, which will shatter. 

So there simply better not be 
any smoke particles in Control Data's 
Brynmawr plant. And no other for- 
eign particles, such as microscopic 
oil drops, either. 

Especially not in the plant's 
6,000 square meters of clean 
rooms, where the air is thoroughly 
filtered and all personnel dress in surgi- 
cally sterile clothing. Here, about 300 
liters per second of compressed air are 
used in the production of 8,500 discs 
every day of the year. 

But doesn't compressed air imply 
a thin mist of oil? Couldn't these oil par- 
ticles wipe out delicate pick-ups the 
same way smoke particles do? 

With an ordinary compressor, yes, 
of course. Oil contamination could 
swamp the whole company with custom- 
er complaints. 

That's why Control Data came to 
Atlas Copco. 


And here's the solution. 
The problem with ordinary 
compressors, like the one 
Control Data used to have, 
is lubricated compression 
chambers. What you get is 
oil-contaminated air in di- 
rect contact with your 
discs, if you have a plant 
like Control Data's. Or with 
your beer, in a brewery. Or 
with your medicine, in a 
pharmaceutical company. 


Atlas Copco rotary screw 
compressors are machined 
to such fine tolerances that 
you run them with dry com- 
pression chambers. 

No lubrication, no 
oil contamination of the 
compressed air. 












The engineers at 
Atlas Copco had a remedy for this: 
a rotary screw compressor called ZR, 
machined to such fine tolerances that 
you run it without lubrication. And, 
no lubrication, no oil contamination. 

"The Atlas Copco ZR compressor 
was an easy choice," says Phil Cornelius, 
Development Engineer at the Brynmawr 
plant and the man responsible for the 
supply of compressed air. "Our electri- 
cally powered system also comprises an 
air dryer and an intercooler, and it all 
works very well.” 

But the most stunning facts about 
the Control Data installation—the econ- 
omy —are yet to come. 





Who is this Atlas Copco? 
By now you may be wondering, “What 
has all this got to do with me? I'm not 
even remotely concerned with the mag- 
netic media business.” 

A lot, we hope. Read on and see. 

Atlas Copco is one of the world’s 
leading companies in the field of com- 
pressed air and hydraulics. But we're 
also active in other technical areas, such 
as electronics. 

The company sells its 3,000 prod- 
ucts and services to 250,000 registered 
customers in more than 120 countries. 
Our manufacturing and product devel- 
opment are spread over 16 countries. 
Invoiced sales in 1983 exceeded 
$1,000,000,000. 






















Development Engineer Phil Cornelius at 
the entrance to the clean rooms. 
Here the air showers literally 
knock off smoke particles and 
other debris that might jeopard- 
ize production, 
weed So together with Atlas LOM 
* EE in London, Phil Cornelius 
IS signed a heat-recovery syste) 
E which today supplies the 1,000 
employee plant with half of 
| = demand for domestic hot 
/ | This represents an annual energy 
saving worth some £2,000. 
| jut this is only the tip of 
| the iceberg. 


The new dryer consumes 
much less energy than the forme: 
one. £4,000 per annum, to be exac! 
To say nothing of the ZR con 
pressor, which beats its predecessor 
by £14,000 each vear. 

All in all, Phil Cornelius and hi 

new Atlas Copco device are cutting 
energy costs by £20,000. Every year 
That's not bad for an investment of 
£40,000. 

Your ticket to better profits. 
When you buy something from Atlas 
Copco, you don't get a product. You get 
a profitable solution to a problem. Our 
aim is to help vou cut your operating 
costs or increase your income. Or bot! 

We don't pride ourselves on ha: 
ing developed our methods and prod 
ucts all on our own. They are the result 
of close cooperation with our customers 
Like in the case history you just read 

Atlas Copco has 15,700 em 
ployees on five continents. We have ou 
own sales companies in 46 countries and 
distributors, including direct sales ope 


Wale! 


y pical customers 
ire industries involved in mechanical 


yroduction, food processing, chemicals, Brynmawr plant 


yharmaceuticals, textiles, and electron- 
cs. Included in this group, of course, 
ire building and construction contrac- 


and those impressive facts. 
Not only did the new equipment 


give Control Data peace of mind as far 


ations, in another 80. All this is backed 
up by over 400 service centers with 
mechanics and spare supplies all around 


the world. 
So we're never more than a phone 


call away. 


Atlas Copco 
eee 


~ 


YES | would like to see for myself 
9 ifAtlasCopco could help me 
make a little more money. 

[] Send me your brochure, “In Pursuit of 
Profits", with more case histories like this 
one and general information on how 
Atlas Copco solves customer problems 
and needs. 

.] My business is hd 
(specify type of industry). Send me in- 
formation that shows what youcan doin Street. 


this field. | 


ors and mine operators. as production quality is concerned. It 


helped cut production costs dramatically. 

Heat is the unavoidable by-prod- 
uct of compression. Up to 95% of the 
energy used by an Atlas Copco station- 
ary compressor can be recovered in the 


20.000 : 
form of hot air or water. 


Mail this coupon to Atlas Copco Head- 
quarters, S-10523 Stockholm, Sweden. 
Or use this magazine's reader service 
card. 


— 20.000 


Name 





— 40.000 m 
Position 


The discounted pay-back period for Con- 


trol Data's £40,000 investment in the new | Company 





Atlas Copco compressor was only 24 
months. 


| | I'm interested in |. City 
(specify type of product). Send me rele- 
vant literature. 

|| Have your nearest representative call 
me for a no-obligations discussion about 
a specific product. 


In recent years, Atlas Copco has 
also established itself in new areas such 
as gas compression, the mining of soft 
rock—including coal—and heat-energv 
recovery. 
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The Westin Chosun. 
A new look at where business 
is coming to in Korea. 


The Westin Chosun hotel in Seoul, located in 
the heart of the thriving business and financial 
center that grew up around it, was Korea’s first 
international hotel. But you wouldn’t guess that 
by staying in the newly renovated guest rooms, 
dining in our restaurants, or dancing the night 
away in Xanadu. 

After a 3-year renovation, we've got a fresh 
look and some innovative additions that make 
doing business in Seoul more of a pleasure than 
ever before. 

Executive-size workdesks with individual 
lighting, over 30 airline 
offices for convenient 
travel arrangements, 
24-hour room service, 
privacy whenever you 





FarEastern Economic 








wish. And with 470 of Seoul’s most spacious 
rooms and suites, we're still “small” enough to 
provide you with that uniquely personal quality 
of service that is as discreet as it is professionally 
complete. We even provide a copy of the current 
Far Eastern Economic Review in our rooms and 
suites to keep you well informed. 

From an Executive Center offering a full range 
of services to one of Asia’s most sophisticated 
nightspots, The Westin Chosun is designed for 
today’s international business traveller. 

The next time you come to Seoul, discover the 
added advantages of a 
great tradition. The Westin 
Chosun, younger than 
ever, is where business is 
coming to in Seoul. 





THE WESTIN CHOSUN 
Seoul 
C.P.O. 3706 
Telex: K24256 





In the company’s 77-year history, Maruman 
has served its investors and clientele in 
Japanese securities dealings and has earned 
a good reputation for its expertise, thought- 
fulness and reliability. 

From 4 November, 1985, Maruman takes 
great pleasure in establishing a new, more 
personal presence in Hong Kong. Our aims 
are to provide you with a higher degree of 
service by assisting with quality up-to-the- 
minute information, and by helping to provide 

easier access to the Japanese markets. 


Hong Kong Representative Office 
General Manager: Hiroyuki Nakata. 
929-931 Swire House, 11 Chater Road, 

Central, Hong Kong | 
E . "Tel: 5-8100822 
Telex: 71905 (MSCLH HX) Facsimile: 5-8100394 





Maruman Securities Co., Ltd. 





Member of Tokyo Stock Exchange, Nagoya Stock Fiche &O d Securities. Excha ge 






| Head Office: 4-21, Sakae schome, Naka- Ku, Nàgóva 460, Japan 7 Yer i: 052- 264-1111 | 
To | JIMomanonel Division: 1-10, Nihonbashi 2-chome, Chuo-ku; i; Tokyo 103, Japan Tel 03-272-3341 Tel ex O22 4078 Facsimile: 03:281: J644 
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LETTER FROM MEIXIAN 














U ntil recently northwest Guangdong 
and southern Fujian have chiefly 
been travel destinations for Overseas 
Chinese, many of whom claim this re- 
gion as their ancestral home. The 
majority of Chinese families in South- 
east Asia originated in the cities of 
Xiamen (Amoy), Shantou (Swatow), 
and Meixian (Methsien) or in the sur- 
rounding districts. These cities define 
the core territory for the Hokkien, Chao- 
zhou (Chiu Chow), and Hakka-speak- 
ing Chinese respectively. Chinese from 
countries such as Singapore, Thailand, 
the Philippines, Australia, the US, and 
even Malaysia (which has a restrictive 
travel policy) are frequently encoun- 
tered visiting in these parts. Indeed, the 
evidence for continuing ties with rela- 
tives abroad is ubiquitous throughout 
the emigrant region. 

While Xiamen and perhaps Shantou 
are starting to appear on Western 





Cultural park: evening hill-singing. 


tourist itineraries, the mountainous in- 
terior inland from Shantou and 
Chaozhou, inhabited chiefly by Hakka, 
must be considered far off the beaten 
track. To reach Meixian, the major city 
of the Hakka highlands and the reputed 
home of Hakka culture, requires some 
effort. Westerners must first obtain a 
travel permit. The most convenient 
route runs through Shantou, from 
which a twice-daily bus makes the 
seven-hour journey through scenic 
mountain and valley terrain. Yet, only a 
handful of Western visitors have so far 
made this journey. The rewards for the 
effort are considerable, especially for 
those interested in the Hakka. 

Millions of Hakka live outside the 
northeast Guangdong and southwest 
Fujian core area, scattered around 
southern China, Hainan, Sichuan, 
Hongkong, Taiwan, Southeast Asia 
and the Western hemisphere. The 
Hakka account for a majority of tht 
Chinese in Sabah, India and the Society 
Islands. 

Meixian is set in a broad and lush 


mountain-fringed upland valley along | 


both banks of the Mei river. One of the 
few: guidebooks that even mentions 
Meixian suggests that it somewhat re- 
sembles a medieval Italian hill-town — 
frequent balconies, overhead walk- 
ways, and covered footpaths do sug- 
gest a quasi-Mediterranean style. Like 
the coastal cities of the emigrant 
zone, many new houses and several in- 
dustrial “new towns” reflect extensive 
Overseas Chinese investment or remit- 
tance. 

The signs of economic change are 
everywhere. As in Shantou, and espe- 
cially Xiamen, the many private stalls 
and shops of Meixian sell everything 
from soft drinks and Hongkong beer to 
blue jeans, T-shirts and American 
cigarettes. Free-enterprise recreational 
activities are also available, including 
portable shooting galleries, coin-ope- 
rated rides for children, pool halls, 
and ice cream 
parlours. Neon 
lights announce 
several of the 
trendier Meixian 
department stores 
and restaurants 


along the main 
streets. 
This writer was 


particularly struck 
by the range of 
music cassettes 
and records for 
sale in all the emi- 
grant cities — a 
mix of mainland 
China, Taiwan, 
Hongkong. Ma- 
laysia, Singapore, 
and Western pop 
and disco, along with occasional jazz, 
Western folk, country and western, 
Indonesian, Thai, and other "exotic" 
music. 


CRAIG A LOCKARD 


he Hakka enjoy a reputation in 

both China and Southeast Asia for 
adaptability, keenness for education, 
and leadership in movements of socio- 
political change. They have been more 
likely than other Chinese in Malaysia to 
embrace either Christianity or com- 
munist ideology; in China, of course, 
Hakka leaders and soldiers played a 
crucial role in the development of 
Chinese communism. At the same time 
other Chinese.often view the Hakka as 
clannish and steadfast in their identity. 

Appropriately, Meixian,retains a 
strong element of cultural conservatism, 
a tendency that is clear in both superfi- 
cial fashion and deeper cultural mainte- 
nance. Few local women have adopted 
the wearing of skirts, so dominant tn 
downtown Xiamen. Straw peasant hats 
are everywhere, though surprisingly, in 
the Hakka highlands, this writer never 














saw the distinctive flat, cloth-brimmed 
hats so characteristic of the Hakka tn 
Hongkong or in the villages near Shen- 
zhen. The Hakka of the Meixian area 
also retain a strong attachment to the 
large traditional extended family farm- 
houses with unusual rounded backs 
unique to these districts. Several of 
these buildings can be found on the out- 
skirts of the city or in nearby villages, 
though not all are well-maintained. In- 
deed, at least one delegation of West- 
ern conservation experts have visited 
Meixian in hopes of preserving the re- 
maining structures. 

Perhaps the strongest indication of 
the continuing links to the past is the 
persistence in Meixian of an ancient folk 
custom, Hakka  hill-singing. Every 
evening in a forested and hilly section of 
the cultural park, a few dozen yards 
from the cafe and rollerdome, several 
hundred interested onlookers gather to 
hear amateur singers engage in à folk art 
that reminds one of a cross between Ma- 
laysian Dondang Sayang and Appala- 
chian unaccompanied ballad singing. 
Two singers, generally but not always a 
man and a woman, engage in a back- 
and-forth musical repartee often on 
romantic themes, within a set four-line 
per singer format. Some of the content 
seems earthy, even bawdy, with a good 
deal of double entendre. Hakka women 
are renowned for their independence, 
and the women singers seem to hold 
their own against their male partners in 
the one-upmanship competition. 

Several duos perform simultane- 
ously on different parts of the hill, the 
audience moving around to hear the 
freshest or most interesting lyrics. The 
overall mood is in turn plaintive or 
comic (much to the delight of the spec- 
tators). The singers are mainly middle- 
aged or elderly, but the audience in- 
cludes a sprinkling of youth, drawn 
perhaps by curiosity or an attachment to 
a living tradition. The large and en- 
thusiastic crowd posed a striking con- 
trast to a later afternoon spent in the 
Shantou cultural centre, where some 
marvellous retired musicians of the 
Chaozhou classical tradition hold a 
daily jam session, playing to a dozen or 
so elderly devotees..If Meixian is typi- 
cal, clearly the Hakka continue to pur- 
sue the new while reining enduring as- 
pects of their distinctive identity and 
culture. — Craig. A. Lockard 


14 NOVEMBER 1985 e FAR EASTERN ECONOMIC REVIEW 


FarEastern Economic | 


Editor: Derek e 
Deputy Editor: Philip Bowring 


Regiónal Editor: Susumu Awanohara 
Michael Malik (Deputy) | 


Business Editor: Ant! 
Hon 4 h af —* w if f f 


? Larver, t 
Nick Seawar 
Focus Editor: Vike hlar 
Arts & Society Editor: lan Buruma 
News Editor: Michael Charnock | 
Paul Bayfield (Deputy! 
Anita Motwar 


| 5 * 


Editorial Manager: M 
Chief Correspondent: R 


— Writers: 
avid Bonavia (i 


prt L.ntfirnil fI? 
| 
|! 


Art Director: Morga! 


Production Editor: Hiro Pum 


Her nu 


f * 
¥ 1 


Paul Lee (Deputy) 
BUREAUX 
Bangkok: John McBet! 


Paisal Sricharatcha nya ifte 
Jakarta: Lincoln Kaye (3 
-— dg sid 
Suhaini Az am (23 
Manila: Guy Sacerdoti, Jose Galang (572081 
New Delhi: Salamat A South and West Asia 
Mohan Ram (815690 
Peking: Mary Lee (52-7 
Seoul: Sh m Jae Hoon. Pai 
Singapore: V. G. Kulkay 
Sydney: Hamish McDonald (272-3355, 
Taipei: Carl Goldstein (502-9030) | 
Tokyo: C! Smith Bı uce Roscoe (270622! | 
Washington: Na handa (469-48 


OTHER CORRESPONDENTS AND CONTRIBUTORS 


Calcutta Jayanta Sarkar 
Colombo Manik de Silva 
Dhaka ]  ... 8S Kamaluddi 
Europe — &Á— A James Bartholomew, Daniel Nelson (Londor 


ese Obrecht (Geneva 


We'd like you to discover our national 
treasure. Dine in a living legend. Feel the romance 
of the turn-of-the-century. Yet every modern 
convenience and comfort has been artfully, 
discreetly incorporated. In an age where nothing 
seems to last, the “Grand Lady of Spring Street’ 
hasn’t got older. She’s just got better. 
Come to know Melbourne like we do, 
at The Windsor. 


/ he Windsor 


MELBOURNE, AUSTRALIA 





Islamabad _ Husain Hac i. Mohammed Aftat 
Kathmandu _ — Kedar Man Sina? 
Manila Leo Gonzaga 
Rangoon > M.C. Tur 
United Nations : Ted More 

Washington — Robert Manning 
Wellington Colin James 


Publisher: Charles H. Stolbach 
General Sales Manager: Elaine Goodwin 
Adv. Manager, Asia: Nigel Bolding 
Circulation Manager: Billy Woo 
Adv. Production Manager: Stanley Ng 


every Fr iday, in Hongkong since 1946. All Rights 
caste m Economic Review Lim ted, Hongkong 











! the Audit Bureau of Circulabons London 


Offices: Centre Point, 181-185 Gloucester Road, Hongkong 
Postal address: GPO Box 160, Hongkong Cable: REVIEW 
HONGKONG (EdWoria) REVIEWADS HONGKONG (Advertising 
and Circulation Telex: | HX 75297 ECWEX (Editonal). HX 62497 
REVAD (Advertising and Circulation. FAX: 5-8932762. Telephone 
5-8936688 (Editona/ 734301 Advertising 5-8911533 (C CU 

iahon) 

Printed by South China Moming Post, Limited, Tong Chong Street 
Quarry Bay, Hongkong 


U.K. Registered as a newspaper al the General Post Office 
U.S.A.: The Far Eastern Economic Review (USPS 914-880) is put 
ished weekly, every Fragt Of Aes —* per year by Far Eastern " I . 
us ES OBEROI. THE VERY BesT OF BOTH WORLDS 
38 W 36th St, New York ONY 100 18. Second-ciass postage paid B ^ RY T F à 

at New York, N.Y . and additional mailing off ces POSTMASTER 


Send address changes to Datamovers, Inc., 38 W. 36th SL, New AUSTRALIA, EGYPT, INDIA, INDONESIA, IRAQ, NEPAL, SAUDI ARABIA, SINGAPORE, SRI LANK 
NM RESERVATIONS THROUGH YOUR TRAVEL AGENT OR U-TELL INTERNATIONAL (HONG KO! 











SINGAPORE GIRL, YOU PUT A SMILE ON THE FACE OF THE EARTH. 





A great way to fly 


SINGAPORE AIRLINES 





Corporate Electroni 
Hexagon. Put the power of th 





sJanking. 
ank 1n your hands. 


Hongkong Bank H 

C en ee — RE 
electronic pankin 

art system [or SLX tal re 


Il. Hexagon is powerful. 


wide-ranging servis fy 

iccounl Ip-l 
‘hans s. Hexa 
roug! HongkongB 
pal | ^ i 

o the ero 

nformatiol 

2. Hexagon is fast. 

ipdated. Hexagot 


the edge 

3. Hexagon is friendly. | 
use, it’s SImple sc 

casy tO und stand 


4. Hexagon is adaptable. 


easily into 
Whatever l | 
nanagemet Ll 
n be assi | tO op 
i uithorisation and suj 
mlv in th nd 
te T Str come. A ee "nun. 
| e E] D4 u iX Bankini ASS PONSI 
"^, D RT META g iuthorisation and 
[eatures ensure sal 
ur com} | 
weve»nte 


6. Hexagon is compatible. 
ystems, Hexagon has been i 


centre at youl 


HongkongBank group 


Hexagon. 
Puts the power of the bank 
in your hands. 


HongkongBank 
The Hongkong and Shanghai Banking Corporatii 


Marine Midland Bank * Hongkong Ban} 
Canada * The British Bank of the Middh 
Hang Seng Bank Limited * Wardiey Limited 
HongkongBank Limited 


CONSOLIDATED ASSETS A 
EXCEED USSG! | 





WESTIN HOTELS ASIA 


SHANGRI-LA 
IN HONGKONG 


The Shangri-La. Where 
doing business is a 
pleasure. With the largest 
guestrooms in the city. 
Fully-equipped Executive 
Centre and Health Club. 
24-hour room service. 
Eight fine restaurants 
and lounges. 


SA 
S ShangriLa hotel 
HONG KONG 


Call your travel agent or the Westin Hotel 
in your city or telex 36718 SHALA-HX 


WESTIN HOTELS ASIA 


AKASAKA PRINCE HOTEL 


eeneeeasereecerrr ere @ a 


IN TOKYO 


The Akasaka Prince 
Hotel. 40 storeys of 
luxury. 761 rooms with 
wide, spectacular views. 
12 superb restaurants 
and lounges. Over 30 
meeting and banquet 
facilities. Shopping and 
entertainment only 
minutes away. The 
wonder of the orient 
with all the comforts 
of home. 


Y 


WESTIN HOTELS 


Akasaka PRINCE HOTEL 


An atfwiated hoteli — Toayo 


Cail vour travel agent or the Westin Hotel 


in your city or telex 2324028 AKAPRH] 

















Democracy coup? 


| To Rodney Tasker's comments on the 9 


| September coup attempt in Thailand 
[Tapestry of unrest, 10 Oct.] there 
should be added another possible in- 
terpretation of the events. 

First, while the failed coup was cer- 
tainly a calculated attempt by a military 





nouncement that morning stated that 





| that democracy would be maintained. 
While this latter assertion is somewhat 
absurd coming from coup plotters, it 
must be noted that the plotters consi- 
dered dissolving parliament too un- 
popular an idea to suggest. The Revolu- 
tionary Council that morning also sug- 


gested elections at a grassroots level of 


supplementary representatives of the 
people. The plotters saw that demo- 
cracy had become a popular idea and 
too firmly entrenched to risk ignoring. 


Bangkokians (bevond a "business as 
usual" attitude) that the coup was 
doomed from the start was not only be- 
cause of nominal leader Serm na 
Nakhorn's passive public image, but 
also because it was felt that the army, 
the civilian government and the people 





Prime Minister Prem Tinsulanond and 
supreme commander Gen. Arthit Kam- 
leng-ek that has kept this kingdom rela- 
tively stable for several years. Royal 





stars of the army, Lieut-Gens Chaovalit 
 Yongchaiyut and Pichit Kullavanich, 
were known to be clearly loyal to the 
Prem-Arthit leadership. When the anti- 
coup machinery began working in earn- 
est, the full stability, security and legiti- 
macy of the current Thai leadership — 


democracy — became clear. 

Obviously no government can be un- 
affected by a coup attempt. But the 9 
September events demonstrated that 
Thailand is moving, however slowly, to- 
wards a democratic tradition. How long 
this movement will last after the Prem- 
Arthit partnership ends, is another 
question. 

Bangkok Eric R. Reinders 











The right picture 

| particularily enjoyed your TRAVEL. 
LER'S TALES column [29 Aug. ] lambast- 
ing the /nternational Herald Tribune for 
substituting a Hongkong street scene 
for downtown Pyongyang. You then 
went on to administer a slap on the wrist 
to the Britannia Japan Dollar Perform- 
ance Fund for illustrating its annual re- 
| port with another Hongkong street 
seene. 

You can imagine my surprise then, 
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clique to take power, the short-lived 
Revolutionary Council's second an- 


parliament would not be dissolved, and 


Secondly, the popular feeling among 


were strongly behind the partnership of 


favour is with Prem, and the two rising 


and their commitment to some sort of 





| 














when I turned the REVIEW pages to dis- 
cover a John McBeth article on mega- 
decibel Thai picket lines illustrated by 
what appears to be a South Korean 
street scene. If you check that photo a 
little more closely, you will be able to 
see (quite clearly) the distinctive fea- 
tures of the South Korean flag. Have 
the state railways of Thailand suddenly 
been inundated by South Korean agent 
provocateurs, or can we expect to see a 
rather sheepish mea culpa from Derek 
Davies in a future TRAVELLER'S 
TALES? 

For those of us on the far side of the 
Pacific the REVIEW remains the source 
as to what is going on in Asia. 
Vancouver Michael Carter 


e The picture in fact showed a picket- 
line outside the South Korean Embassy 
in Bangkok. 


Myth of the mobile 


Derek Davies’ rubbish about the up- 
wardly mobile of Britain [TRAVEL- 
LER'S TALES, 3 Oct. ] is no longer even a 
prevailing myth, let alone bearing any 
resemblance to the facts. 

Very few people in Britain can afford 
two homes, that is, one in London and 
one in the country, unlike, say, in 
France. The smart, and more expen- 
sive, habit for many years now is to live 
in London. The hundreds of thousands 
who commute daily to London, not just 
at the weekends from London, doso be- 
cause housing is cheaper outside Lon- 
don. 

Virtually all villages in Britain could 
now be described as satellite dor- 
mitories, there being no "locals" left be- 
cause modern agriculture requires only 
minimal labour. 

Newbury, Berkshire Peter Wise 


Rural radicalisation 


The vociferations of Peter E. Beal [LET- 
TERS, 10 Oct.], over Tiziano Terzani's 
contention that the indiscriminate car- 
pet bombing by B-52s of Cambodian vil- 
lages and countryside contributed to the 
radicalisation of the peasantry, are just 
that. 

While Beal presents no evidence to 
support his view except to say, "it ain't 
so," reports of the massive random 
pummelling of rural areas — after 
the overthrow of Prince Norodom 
Sihanouk — by the REVIEW itself 
pointed to considerable rural destruc- 
tion. The first raids were audio-directed 
from the US Embassy in Phnom Penh, 
(as it seems no maps were available for 
the bombardiers of the high-flying B- 
52s), contributing to vague notions of 
where to drop tons of ordinance. 

One of the observers to this activity 
was the twice-captured Richard Dud- 
man of the St Louis Post-Dispatch (from 
the heart of rural America). He detailed 
the terrorising effects on villagers, who 
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were unaware that a war was even on, 
returning to find that their villages had 
been disintegrated by the 250 Ib and 500 
Ib bombs of aircraft flying out of sight and 
sound: they thought that the ground had 
exploded and that the gods were angry. 

While it may be difficult to trace all 
contributing elements to the radicalisa- 
tion of the Cambodian peasantry, it 
seems to me, who was myself question- 
ed by Cambodians during travels “in- 
country” in the early 1970s, as to why 
Khmers were fighting Khmers, that, 
one of the surest ways to radicalise a 
peasantry theretofore apolitical and un- 
touched by the war (which as noted many 
didn’t know was in progress) was to create 
free drop zones over most of the country 
and send in the high-flying bombers. 

While Beal may feel that bombs 
being dropped on the Cambodian 
peasantry were irrelevant as a factor in 
their radicalisation, they may have felt 
differently. 


Tokyo 
Pakistan’s deterrent 


Leonard Spector’s THE 5TH COLUMN 
[26 Sept.] puts the onus of checking nu- 
clear proliferation on Pakistan. I ques- 
tion his biased assertion. Pakistan has 
been attacked three times; it was dis- 
membered; it is surrounded by hostile 
giants who are determined to weaken if 


Bob Humeniuk 


Me Regent of Bangkok. 
Modern luxury in 


the style of 
Thailand. 


not destory it. To survive Pakistan must 
develop its own deterrents. As for Ame- 
rican help, history tells me that only the 
fools can trust that. 


Dhaka Asiz Ahmed 


Haoles not haolies 


Your recent survey of Guam [24 Oct.| 
contained much of interest. I would like 
to state that during 20 years of Hawaiian 
residence, I have known haoles and 
damn haoles but had never met a haolie 
— good, bad or indifferent. 

Calgary, Canada James R. Ryan 


Let the court decide 


As a Filipino I am all for the immediate 
resolution of the Philippines claim on 
North Borneo. But let it not be a unilat- 
eral action on the part of the Philippines 
and, worse, a one-man decision. If you 
will recall, Britain and Malavsia had 
pooh-poohed that claim at the UN with 
the latter even branding it as nothing 
but a "composite of fantasy, fallacy and 
fiction." Early this year, a former Ma- 
laysian prime minister had derided it as 
"unreal, frivolous, illogical and incon- 
sistent with the new world order." 

It might well be that. But let the 
World Court decide. It is time we face 
the issue squarely. We cannot forever 
be sweeping Asean problems under the 
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rug as has been the practice. I would 
brand that as “unreal, frivolous, illogi- 
cal and inconsistent with the new world 
order" especially as it goes against the 
very grain of the Asean goal of promot- 
ing "regional peace and stability 
through the rule of law and justice.” 

More than 17 years ago, The New 
York Times had editorialised: "Could 
not the Philippines and Malaysia agree 
to submit the question of Sabah to the 
World Court or some other impartial 
third party, as the Philippine president 
has proposed? If Malavsia's case is as 
sound as Kuala Lumpur insists, the Ma- 
laysians have nothing to fear from such 
a review." 

The Philippines indeed had long 
urged the settlement of the case before 
the World Court, but Britain and Ma- 
laysia had rejected and continue to re- 
ject such a recourse. But even now (and 
more so), as the integrity of the World 
Court is assailed and by no other than 
the US, the Philippines and Malaysia 
would do well to dramatise their faith in 
a recourse to the rule of law and jus- 
tice (which is also part of Asean's 
charter). 

Then Philippine senator Arturo To- 
lentino said at the UN on 16 October 
1968: "Since the Philippines renounces 
war as an instrument of national policy, 
we shall never dream of using violence 
to enforce our claim. So Malaysia will 
continue with Sabah in the federation; 
but even if this factual occupancy con- 
tinues till eternity, it will not cure the 
original defect in Malaysia's title to 
Sabah and it will not stop the Philip- 
pines from pursuing its just claim peace- 
fully." 

The day before, then secretary of 
foreign affairs Narciso Ramos said: 
“Territorial disputes have been the 
cause of the hloodiest wars in history. 
The Philippines, as a party to a territo- 
rial dispute, now comes forward to 
foreswear any recourse to violence and 
to affirm instead that it is prepared to 
argue its case before a competent tribu- 
nal and to accept without reservation 
the judgment of that tribunal. 

"[n à world sorely beset by the doc- 
trine of violence and the practice of vio- 
lence, the Philippines dares to assert be- 
fore this body its unshakeable faith in 
the rule of law, its firm belief in peace 
through law. If the UN is to remain 
faithful to the charter and true to its vo- 
cation, it has an unescapable duty to en- 
courage and support our earnest appeal 
to the rule of law." 

This was some 17 UN General As- 
semblies ago. The Philippines appeal 
seems to have fallen on deaf ears. 
Manila Ignacio Ma. Francisco 


e The writer neglects to mention that 
President Ferdinand Marcos, arriving 
for an Asean summit in Kuala Lumpur 
in August 1977, announced that his gov- 
ernment was taking steps to end the 
Philippine claim to Sabah. 
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and the extent to which it has grown to date. They also analyse its future pros- 
pects, given the various options which Marcos may choose against it. 


Pages 52-62 and 111-113. 


Cover illustration by Jeffrey Leung. 





Page 16 
The state government of Sabah, six 
months after coming to power, faces 
increased pressure from its political 
enemies — with no help from Kuala 
Lumpur. 


Page 17 

Australian Foreign Minister Bill 
Hayden rejects the idea of his country 
taking Irian Jayan refugees at present 
in Papua New Guinea. 


18 
China’s People’s Liberation Army, 
aiming to slim down to a mere 3 mil- 
lion, looks for better-qualified recruits 
and offers incentives to get them — at 
industry’s expense. 


Page 19 
The Singapore Government is con- 
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cerned over future political stability | 


after the opposition made gains at the 
expense of the ruling People's Action 


Party. 


Page 20 

Island-wide elections being held in 
Taiwan on 16 November will test the 
Kuomintang's popularity after a year 
of scandals in which the ruling party 
has been implicated. 


34 
The Malaysian Government is forced 
to think again about a joint-venture 
fishing pact with Thailand because of 
its own fishermen's angry reaction. 
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Pages 36-38 
The Soviets are making a strong pitch 
to improve friendship with Thailand 


"TT In THIS S WEEK : 21 November 1985 


he communist insurgency in the Philippines has 

suddenly taken on an unprecedented importance as 
Washington steps up its pressure on President Ferdinand 
Marcos to meet its challenge more effectively. And even 
some Asean neighbours have begun to express their con- 
cern openly. But the insurgency has a long tradition and, 
particularly in the past decade, has been building up stead- 
ily and rapidly — albeit quietly — in most parts of the ar- 
chipelago. Deputy editor Philip Bowring, Manila bureau 
chief Guy Sacerdoti and Arts and Society editor lan Buruma 
examine the social and political basis of the insurgency 


— which is met with some scepticism. | 


Pages 63-110 


As the barriers between merchant | 


banking and investment banking 
crumble, the investment industry be- 
comes a global swap-shop. And 
where does that leave the personal in- 


vestor? FOCUS reports. 
Page 118 
The global electronics recession 


comes home to roost in Japan and 
early signs of trouble presage worse 
to come. 


Page 119 

Indonesia has too much rice — and 
too many opinions on what to do 
about it. 


Page 122 

The sharp decline of the Australian 
dollar poses questions for economic 
policymakers. 


Page 135 

A spate of 'share' issues in China 
sparks debate that has a distinctly 
capitalist ring to it. 


Pages 140-141 
A South Korean Government initiative 


to amalgamate troubled shipping | 


companies is pressed forward de- 
spite friction. 


| Page 154 


The tin-market crisis throws the City 
of London into a tizz and casts a pall 
over major producer, Malaysia. 


Page 157 

Singapore considers introducing a 
new futures contract based on a local 
stockmarket index. 
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ino verdict 
handed down 
The verdict in the trial of 26 
ople, including Gen. Fabian 
er, on charges arising from 
the assassination of Philippines 
opposition leader Benigno 
Aquino will be handed down 
on 20 November. 

In what appears to be antici- 
pation of acquittals, a group of 
31 lawyers, opposition leaders 
and relatives of Rolando Gal- 
man — the man the military 
claim killed Aquino — have al- 
ready filed a petition with the 
Supreme Court requesting that 





Ver: acquittal anticipated. 


the proceedings be declared a 
mistrial, noting 14 specific in- 
stances in which prosecutors al- 
legedly did not pursue poten- 
tial evidence or in which the 
court departed from normal 
procedure to accommodate the 
defence. — Guy Sacerdoti 


Sino-Indian border 
talks yield little 
The sixth round of Sino-Indian 
border talks since 1981 failed to 
any breakthrough, 
though for the first time the 
two sides discussed “substan- 
tive" issues concerning the 
eastern sector. On 11 Novem- 
ber, at the end of the week- 
long talks in New Delhi, 
each side was said to have 
gained a better understanding 
of the other's position on the 
long-standing border dispute. 
Discussion on the central and 
western sectors is to be taken 
up at the next round. 

— Mohan Ram 


UN demands that 
Hanoi quit Cambodia 


For the seventh year in a row, 


the UN General Assembly | 


adopted a resolution demand- 
ing the withdrawal of Vietnam- 
ese troops from Cambodia. 
After two days of debate, the 
assembly approved the mea- 


i 


p 


sure on 5 November by a re- 
cord vote of 114-21, with 16 
abstentions. 

Besides demanding the 
withdrawal of “all foreign 
forces" — a diplomatic allusion 
to the 180,000 Vietnamese oc- 
cupation troops — it calls for 
the restoration of the country's 
independence, sovereignty and 
territorial integrity, self-deter- 
mination and non-interference 
by all foreign powers. 

— Ted Morello 


Bangladesh workers hold 
national protest strike 

A six-hour-long countrywide 
strike affecting most of the 
country’s jute mills and shops 
and transport was held on 11 
November to protest the killing 
of two workers and the wound- 
ing of 30 others when police 
opened fire at strikers at the 
Adamjee Jute Mill on 7 
November. The strike was in 
response to a call from 
Bangladesh's major opposition 
coalition groups and some 
unions. — S. Kamaluddin 


Seoul police move 
against dissident protest 
Several hundred riot police- 
men sealed off the Seoul offices 
of the Consultative Committee 
for the Promotion of Demo- 
cracy, a major dissident organi- 
sation led by Kim Dae Jung, a 
former opposition presidential 
candidate, and Kim Young 
Sam. The 11 November action 
was in response to a demon- 
stration by some 200 anti-gov- 
ernment demonstrators who 
were beginning a three-day sit- 
in at the offices, protesting 
about the alleged use of torture 
against student activists. 

— Shim Jae Hoon 


Swedes lift arms 
ban on Singapore 


The Swedish Government has 
lifted its ban on arms exports to 
Singapore, Defence Minister 
Goh Chok Tong informed par- 
liament on 6 November. The 
ban was imposed in September 
when it was believed a quantity 
of Bofors RBS70 surface-to-air 
missiles (SAM) had been re- 
exported to the Middle East by 


Singapore. However, Goh 
maintained that Stockholm 
had since been convinced that 


the consignments in question 
— one each in 1979 and 1981 — 
had been used solely by Singa- 
pore forces. Singapore, which 
has one SAM squadron equip- 
xed with the missiles, has im- 
ported 304 of the SAMs. 

— V. G. Kulkarni 


BUSINESS 


MAS new share offer 

is oversubscribed 
Malaysia's first privatisation of 
a public enterprise through a 
share float (REVIEW, 17 Oct.) 
attracted what Malaysian Air- 
line System (MAS) chairman 
Tan Sri Raja Badiozaman call- 
ed a "tremendous response." 
The month-long, 52.5 million 
M$l-a-share float attracted 
applications from the public of 
M$717.7 million (US$296.5 
million), over-subscribing the 
issue 6.58 times. Of the open 
portion of the shares, 30% was 
reserved for bumiputras (indi- 
genous Malaysians, mainly 
Malays) and the balance for 
other Malaysians. The offering 
was limited to Malaysian com- 
panies or individuals but MAS 
general manager Datuk Abdul 
Aziz told the REVIEW in Oc- 
tober that future issues could 


take place on overseas stock 
exchanges. — James Clad 
US embargo on Thai 


garments is lifted 
Thailand has secured an agree- 
ment from the US to lift the 
embargo on Thai apparel 
which came into effect on 5 Oc- 
tober (REVIEW, 7 Nov.). The 
two nations also reached a new 
bilateral agreement which 
would extend the existing pact 
for another year, to 1988. The 
agreement, seen as a major 
concession for the Thai indus- 
try, was reached in the US on 
11 November. Under the pact, 
Thailand's overshipment of 30 
million square-yard equivalent 
(sye) has been reduced by 7 
million sye. The remaining 23 
million sye will be deducted 
from annual quotas during 
1986-88, and shipments which 
had been stalled in the dispute 
will be allowed to enter the US. 
— Paisal Sricharatchanya 


Dmm slump means 
for Fiji 


Low sugar prices will mean à 
reversal from surplus to deficit 
for Fiji's balance of payments 
in calendar 1986, Finance 
Minister Mosese Qionibaravi 
said on 11 November in an- 
nouncing the budget. The 
country, whose economy de- 
pends heavily upon sugar 
(REVIEW, 31 Óct.), will see its 
payments balance swing into 
the red by — F$700,000 
(US$636,400) in 1986, against 
a 1985 surplus of F$20.5 mil- 
lion. The budget deficit will be 





21 NOVEMBER 1985 e FAR EASTERN ECONOMIC REVIEW 








unchanged at F$77 million. A 
five-vear tax holiday has been 
proposed for the sugar indus- 
try. Other proposals: income- 
tax cuts averaging 10% and an 
increase in the income-tax 
threshold; higher import and 
excise taxes, and new taxes on 
corporate fringe benefits. 

— A Correspondent 


Taiwan group seeks 
economic reforms 
Amid considerable con- 
troversy, Taiwan's Economic 
Reform Committee ended its 
six-month existence on 6 
November. The group of gov- 
ernment, business and acade- 
mic representatives was asked 
to propose fundamental solu- 
tions for the nation’s economic 
problems, and it suggested 
moves which, if carried out, 
would require major changes 
in the government's structure 
and orientation. The proposals 
included easing restrictions on 
the movement of foreign ex- 
change;  privatising state- 
owned. banks, and reducing 
overnment corporations' role 
in the economy. However, key 
government departments had 
already stated their opposition 
to change even as the proposals 
were being debated. 

— Carl Goldstein 


eges Paliburg bid may 
be in the offing 
Hongkong hotel group Regal 
Hotels (Holdings) and its prin- 
cipal shareholder, the property 
developer  Paliburg Invest- 
ment, both requested local 
stock exchanges to suspend 
trading of their shares as of 11 
November. Both firms ap- 
pointed financial advisers and 
said they expected to make a 
statement about their mutual 
relationship soon. Australian 
entrepreneur Bill Wyllie 
bought control of Regal from 
the Great Eagle group in 1984; 
Paliburg was then its sub- 
sidiary, and both were near col- 
lapse. As part of a refinancing 
and reconstruction package in 
November 1984, Wyllie re- 
versed the group structure to 
establish control of Regal via 
Paliburg. He now holds 22.9% 
of Paliburg; another 22.3% is 
held by Lo Yuk-sui, Paliburg's 
managing director. Paliburg 
holds 32.5?5 of Regal while 
Regal holds 26.4% of Paliburg. 
Analysts said the situation was 
still unclear, but suggested that 
the appointment of advisers to 
both companies might mean a 
bid by one for the other. 
— Robert 


Cottrell 
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and the extent to which it has grown to date. They also analyse its future pros- 
pects, given the various options which Marcos may choose against it. 
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Page 16 
The state government of Sabah, six 
months after coming to power, faces 
increased pressure from its political 
enemies — with no help from Kuala 
Lumpur. 


Page 17 
Australian Foreign Minister Bill 
Hayden rejects the idea of his country 
taking Irian Jayan refugees at present 
in Papua New Guinea. 





Page 18 
China's People's Liberation Army, 
aiming to slim down to a mere 3 mil- 
lion, looks for better-qualified recruits 
and offers incentives to get them — at 
industry's expense. 
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Pages 36-38 

The Soviets are making a strong pitch 
to improve friendship with Thailand 
— which is met with some scepticism. 


he communist insurgency in the Philippines has | 

suddenly taken on an unprecedented importance as 
Washington steps up its pressure on President Ferdinand 
Marcos to meet its challenge more effectively. And even 
some Asean neighbours have begun to express their con- 
cern openly. But the insurgency has a long tradition and, 
particularly in the past decade, has been building up stead- 
ily and rapidly — albeit quietly — in most parts of the ar- 
chipelago. Deputy editor Philip Bowring, Manila bureau 
chief Guy Sacerdoti and Arts and Society editor lan Buruma 
examine the social and political basis of the insurgency 
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ino verdict 
handed down 
The verdict in the trial of 26 
ople, including Gen. Fabian 
er, on charges arising from 
the assassination of Philippines 
opposition leader Benigno 
Aquino will be handed down 
on 20 November. 

In what appears to be antici- 
pation of acquittals, a group of 
31 lawyers, opposition leaders 
and relatives of Rolando Gal- 
man — the man the military 
claim killed Aquino — have al- 
ready filed a petition with the 
Supreme Court requesting that 


EN ™ 
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the proceedings be declared a 
14 specific in- 
stances in which prosecutors al- 
legedly did not pursue poten- 
tial evidence or in which the 
court departed from normal 
procedure to accommodate the 
— Guy Sacerdoti 


Sino-Indian border 


.| talks yield little 


m "2x VIT 





The sixth round of Sino-Indian 
border talks since 1981 failed to 
achieve any breakthrough, 
though for the first time the 
two sides discussed "substan- 
tive" issues concerning the 
eastern sector. On 11 Novem- 
ber, at the end of the week- 
long talks in New Delhi, 
each side was said to have 
gained a better understanding 
of the other's position on the 
long-standing border dispute. 
Discussion on the central and 
western sectors is to be taken 
up at the next round. 

— Mohan Ram 


UN demands that 

Hanoi quit Cambodia 

For the seventh year in à row, 
the UN General Assembly 
adopted a resolution demand- 
ing the withdrawal of Vietnam- 
ese troops from Cambodia. 
After two days of debate, the 
assembly approved the mea- 


sure on 5 November by a re- 
cord vote of 114-21, with 16 
abstentions. 

Besides demanding the 
withdrawal of “all foreign 
forces” — a diplomatic allusion 
to the 180,000 Vietnamese oc- 
cupation troops — it calls for 
the restoration of the country's 
independence, sovereignty and 
territorial integrity, self-deter- 
mination and non-interference 
by all foreign powers. 

— Ted Morello 


Bangladesh workers hold 
national protest strike 

A six-hour-long countrywide 
strike affecting most of the 
country’s jute mills and shops 
and transport was held on 11 
November to protest the killing 
of two workers and the wound- 
ing of 30 others when police 
opened fire at strikers at the 


Adamjee Jute Mill on 7 
November. The strike was in 
response to a call from 


Bangladesh's major opposition 
coalition groups and some 
unions. — S. Kamaluddin 


Seoul police move 
against dissident protest 
Several hundred riot police- 
men sealed off the Seoul offices 
of the Consultative Committee 
for the Promotion of Demo- 
cracy, a major dissident organi- 
sation led by Kim Dae Jung, à 
former opposition presidential 
candidate, and Kim Young 
Sam. The 11 November action 
was in response to a demon- 
stration by some 200 anti-gov- 
ernment demonstrators who 
were beginning a three-day sit- 
in at the offices, protesting 
about the alleged use of torture 
against student activists. 

— Shim Jae Hoon 


Swedes lift arms 
ban on Singapore 


The Swedish Government has 
lifted its ban on arms exports to 
Singapore, Defence Minister 
Goh C hok Tong informed par- 
liament on 6 November. The 
ban was imposed in September 
when it was believed a quantity 
of Bofors RBS70 surface-to-air 
missiles (SAM) had been re- 
exported to the Middle East by 
Singapore. However, Goh 
maintained that Stockholm 
had since been convinced that 
the consignments in question 
— one each in 1979 and 1981 — 
had been used solely by Singa- 
pore forces. Singapore, which 
has one SAM squadron equip- 
ped with the missiles, has im- 
ported 304 of the SAMs. 

— V. G. Kulkarni 
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BUSINESS 


MAS new share offer 

is oversubscribed 
Malaysia’s first privatisation of 
a public enterprise through a 
share float (REVIEW. 17 Oct.) 
attracted what Malaysian Air- 
line System (MAS) chairman 
Tan Sri Raja Badiozaman call- 
ed a “tremendous response.” 
The month-long, 52.5 million 
M$l-a-share float attracted 
applications from the public of 
M$717.7 million (US$296.5 
million), over-subscribing the 
issue 6.58 times. Of the open 
portion of the shares, 30% was 
reserved for bumiputras (indi- 
genous Malaysians, mainly 
Malays) and the balance for 
other Malaysians, The offering 
was limited to Malaysian com- 
panies or individuals but MAS 
general manager Datuk Abdul 
Aziz told the REVIEW in Oc- 
tober that future issues could 
take place on overseas stock 


exchanges. — James Clad 
US em on Thai 
garments is lifted 


Thailand has secured an agree- 
ment from the US to lift the 
embargo on Thai apparel 
which came into effect on 8 Oc- 
tober (REVIEW, 7 Nov.). The 
two nations also reached a new 
bilateral agreement which 
would extend the existing pact 
for another year, to 1988. The 
agreement, seen às a major 
concession for the Thai indus- 
try, was reached in the US on 
11 November. Under the pact, 
Thailand’s overshipment of 30 
million square-yard equivalent 
(sye) has been reduced by 7 
million sye. The remaining 23 
million sye will be deducted 
from annual quotas during 
1986-88, and shipments which 
had been stalled in the dispute 
will be allowed to enter the US. 

— Paisal Sricharatchanya 


slump means 

deficit for Fi 

Low sugar prices will mean a 
reversal from surplus to deficit 
for Fiji's balance of payments 
in calendar 1986, Finance 
Minister Mosese Qionibaravi 
said on 11 November in an- 
nouncing the budget. The 
country, whose economy de- 
pends — upon sugar 
(REVIEW, 31 Oct.), will see its 
payments balance wong into 
the red by  F$700,000 
(US$636,400) in 1986, against 
a 1985 surplus of F$20.5 mil- 
lion. The budget deficit will be 
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unchanged at F$77 million. A 
five-year tax holiday has been 
proposed for the sugar indus- 
try. Other proposals: income- 
tax cuts averaging 10% and an 
increase in the income-tax 
threshold; higher import and 
excise taxes, and new taxes on 
corporate fringe benefits. 

— A Correspondent 


economic reforms 
econom 
Amid considerable con- 
troversy, Taiwan's Economic 
Reform Committee ended its 
six-month existence on 6 
November. The group of gov- 
ernment, business and acade- 
mic representatives was asked 
to propose fundamental solu- 
tions for the nation’s economic 
problems, and it suggested 
moves which, if carried out, 
would require major changes 
in the government's structure 
and orientation. The proposals 
included easing restrictions on 
the movement of foreign ex- 
change;  privatising state- 
owned. banks, and reducing 
government corporations' role 
in the economy. However, key 
government departments had 
already stated their opposition 
to change even as the proposals 
were being debated. 

— Carl Goldstein 


es m Paliburg bid may 
be in the offing 
Hongkong hotel group Regal 
Hotels ( Holdings) and its prin- 
cipal shareholder, the property 
developer  Paliburg Invest- 
ment, both requested local 
stock exchanges to suspend 
trading of their shares as of 11 
November. Both firms ap- 
pointed financial advisers and 
said they expected to make a 
statement about their mutual 
relationship soon. Australian 
entrepreneur Bill Wyllie 
bought control of Regal from 
the Great Eagle group in 1984; 
Paliburg was den its sub- 
sidiary, and both were near col- 
lapse. As part of a refinancing 
and reconstruction poceee in 
November 1984, Wyllie re- 
versed the gon structure to 
establish control of Regal via 
Paliburg. He now holds 22.9% 
of Paliburg; another 22.3% is 
held by Lo Yuk-sui, Paliburg's 
managing director. Paliburg 
holds 32.5% of Regal while 
Regal holds 26.4% of Paliburg. 
Analysts said the situation was 
still unclear, but suggested that 
the appointment of advisers to 
both companies might mean a 
bid by one for the other. 

— Robert Cottrell 
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OPEN-ARMS TRADE 
The Thai army is being equipped with 
Chinese-made weapons to complete 
the outfitting of some of its artillery 
units. At least 14 twin-barrelled 37 
mm anti-aircraft guns have already 
been delivered to the Ist Anti- 
Aircraft Division, an artillery 
air-defence unit, to supplement the 
more costly 20 mm Vulcan cannon 
system ordered from the US. There 
are also reports that the Thais have or 
will be receiving long-range 130 mm 
ns and 85 mm anti-tank weapons 
rom China. Thai paramilitary 
Ranger units have been carrying 
Chinese-made infantry weapons for 
some years, and Chinese rocket- 
propelled grenades are now common 
in regular formations. 


BORDERLINE DECISION 


During the October round of 
Sino-Soviet normalisation talks in 
Peking, Soviet negotiator L. F. 
Ilichov told his Chinese counterpart, 
Qian Qichen, that Moscow was 
prepared to withdraw some of its 
units from the Chinese border and 
demobilise them. In response, the 
Chinese side said it would like to see 
some Soviet action in restraining 
Vietnam in Cambodia. In the past 
China has said that removing one of 
what Peking views as the three 
obstacles to improved Sino-Soviet 
relations — Soviet troops on the 
Sino-Soviet border, its troops in 
Afghanistan and Moscow's support 
for Hanoi's activities in Cambodia — 
would show Soviet goodwill. Peking 
may now be worried that if the 
Soviets remove even some of their 


- THE WEEK MOMS 


AFGHANISTAN 

Nearly 300,000 people demonstrated out- 
side the US Embassy in Kabul to protest 
opone alleged American interference in Af- 
ghanistan's internal affairs (7 Nov. ). Afghan 
rebels shot down two Mi24 Russian helicop- 
ter gunships, rebel leaders in Pakistan said (8 
Nov.). Guerillas shot up at least three supply 
convoys and rocketed the Soviet Embassy 
and other targets in Kabul, Western dip- 
lomatic sources in Islamabad said (/2 Nov. ). 


BANGLADESH 

Two people died and 30 were injured 
when police fired on workers during a strike 
at the Adamjee Jute Mill (7 Nov.). Most 
shops and jute mills closed and transport was 
halted during a six-hour national strike over 
the killing'of the two workers (// Nov. ). 


Sikh extremists shot dead a policeman in 
Chandigarh and seriously injured another (6 
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border troops, China would have to 
reciprocate in kind. Such a move 
would cause some concern in the 
West as it would be viewed as a clear 
sign of a reduction in Sino-Soviet 
tension: hence Chinese insistence 
that Moscow deliver on one of the 
more difficult of the conditions. 


ASEAN UNTOUCHABLE 
—7] Some Asean 

| diplomats are 
_} saying that periodic 
"E | suggestions for an 
X | Asean summit, 
MJ | most recently 
^ | proposed by 

w Thailand in July, 
have been stymied 
by Malaysian Prime 
Minister Datuk 
Seri Mahathir 
Mohamad's refusal to visit Manila, 
the venue for such a summit in 
accordance with Asean protocol. 
Mahathir’s reason is that he does not 
want to meet Philippines President 
Ferdinand Marcos until Marcos 
formally withdraws his country's 
claim to Sabah. However, this 
obstacle is being played up by most 
other Asean members — none of 
whose leaders are anxious to be 
closely identified with Marcos in his 
present circumstances. 


GOD ON HIS SIDE 


The 11-12 November visit to Manila 
of conservative evangelist Jerry 
Falwell, the self-proclaimed leader of 
the US Moral Majority, is the first of 
a series of visits planned by President 
Ferdinand Marcos to bolster his 


Nov.). The navy seized three Pakistani fish- 

ing boats in international waters in the Arab- 

ian Sea and arrested 34 crew members, ac- 

ces to a report by the Pakistan Times (9 
Ov. ). 


INDONESIA 

Lawyers walked out of a subversion trial 
after the judge's refusal to hear the evidence 
of dissident leader Ali Sadikin, who had ac- 
cused President Suharto of ruling uncon- 
stitutionally (77 Nov. ). 


PAKISTAN 

The Aga Khan, head of the Ismaili com- 
munity, arrivéd (9 Nov.). The military gov- 
ernment introduced a bill in the national as- 
sembly to ban members of national and pro- 
vincial parliaments from switching parties 
without re-election (72 No». ). 


PHILIPPINES 


President Ferdinand Maroos sent the na- 
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Sagging image in the US. Falwell, 
whose hour-long daily TV show in the 
US has become something of a - 
rightwing-cult event, spent his time in 
Manila with Marcos and the d 
president's wife, Imelda, who is } 
campaigning for her husband inthe f 
run-up to the recently announced S 
snap presidential election tentatively | 
scheduled for early 1986. The JH 
planned series of visits by ; 
conservative supporters of President 
Reagan is intended to help counter 
the rash of “negative” press reports | 
about the Philippines in the US. | 
particularly those which describe US T 
displeasure over the slow progress of 1 
political and economic reforms. i 


DIVISION OF LABOUR 


Although anxious to send migrant 
workers from his country to workin 1— 
Malaysia’s palm-oil and rubber P 
estates, Bangladesh President H. M. 
Ershad found his Malaysian hosts n 
divided on the subject during his 1 
four-day visit to Kuala Lumpur in f 
early November. Although hit by ^ 
increased competition from " 
Indonesia and Thailand, where 

labour costs are less, Malaysia's 

private estate companies are I 
constrained in using Bangladeshi | 
labour because of political : 
considerations. Although 
Bangladeshis and — are both 
Islamic, the presence of large 
numbers of the South Asians tn 
Malaysia could cause problems. 
Migration into Malaysia by My 
Indonesians has already become a | 
sensitive issue among the country’s f 
non-Malay communities. f 





tional assembly a bill calling for an early 
presidential election on 17 January. Some of 
the country's most prominent citizens asked 
the Supreme Court to declare a mistrial and | — 
order a new trial in the case of 26 defendants | — 
charged in the murder of Benigno Aquino 
(41 Nov.). 


SRI LANKA 

Tamil guerillas stepped up attacks. killing 
16 civilians and one soldier in Trincomalee 
district, according to a Defence Ministry re- 
port (7 Nov. ). 


THAILAND 

The army chief of staff, Gen. Chaovalit 1— 
Yongchaiyut, for the first time implicated T 
the Communist Party of Thailand in the P 
abortive 9 September coup (7 Nov.). A | 
young man punched Prime Minister Prem 
Tinsulanond in the face after rushing past the 
leader's bodyguards at a university football , 
match (/0 No. ). | 
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No help from Mahathir as pressure builds up on the PBS 


The Sabah stalemate 


By Suhaini Aznam in Kuala Lumpur 

he pace has quickened on the Sabah 

political chess board. Instead of let- 
ting up, the battery of political and legal 
attacks on the Parti Bersatu Sabah 
(PBS) government has intensified. Re- 
cent moves by its tireless rivals — the 
opposition United Sabah National Or- 
ganisation (Usno) and the former gov- 
erning party Berjaya, demonstrate a 
concerted effort to oust Datuk Joseph 
Pairin Kitingan's sixth-month-old gov- 
ernment, 

As well as a spate of law suits, 
the latest ploys in the battle are a hand- 
ful of by-elections brought about by tac- 
tics which are controversial, to say the 
least. 

The idea that the Ulu Padas federal 
parliamentary by-election — which PBS 
triumphantly won in a straight fight with 
Berjaya, a member of the federal Na- 
tional Front coalition might relieve 
pressure on Pairin, has proved far from 
the truth. 

The fact that many of Sabah's politi- 
cal battles are being fought publicly in 
court rather than being settled behind 
the scenes through directives from the 
top, which is more Malaysia's usual 
stvle — points to PBS' lack of support 
from the federal government in Kuala 
Lumpur. 

In fact, PBS party insiders who 
had initially hoped that the federal gov- 
ernment would step in to back its legiti- 
macy as the elected government are los- 
ing heart. Six months of fruitless wait- 
ing to be accepted into the National 
Front plus the federal government's ob- 
vious tolerance of Usno's war of attri- 
tion are ample indication that Kuala 
Lumpur is not happy with the present 
situation and will continue to keep PBS 
waiting. 

Without coming out openly, it is 
understood that the federal government 
has been hoping that all three major 
parties would form a Sabah coalition, 
each party representing different ethnic 
or religious groups. This "solution" is 
heartily supported by both Usno and 
Berjaya. 

Pressure to form the coalition is 
based on the federal view that the PBS 
— with ethnic Kadazan and Christian 
support — is not taking care of Ma- 
lay-Muslim interests. The PBS, which 
has stuck to its position that it is a 
multiracial party, has resisted this pro- 
posal. If it were forced to choose, how- 
ever, it would find a partnership with 
Berjaya far more acceptable than with 
Usno. 





PBS rejects the rationale for a coali- 
tion, pointing out that it has a mandate 
from the people to form a government. 
PBS insiders fear that once Usno or 
Berjaya gets a foot in the govern- 
ment door, they would imitate the pro- 
verbial camel, nudging the Arab out 
of his own tent. Tun Mustapha Harun, 
the Usno leader, is credited with being 
an extremely shrewd and seasoned po- 
litician, while Berjaya has several Na- 
tional Front figures looking after its 
interests. 

The PBS solution to the power strug- 
gle was that all three parties should be 
acccepted into the National Front — 
without forming a coalition in Sabah — 
a suggestion shot down by Usno, itself 
still on the waiting list for re-admission 


a 
Mustapha: seasoned politician. 





into the National Front, having been ex- 
pelled in 1984. 

Peculiar as the mix of ruling and op- 
position parties might seem outside 
Sabah, the formula has historical prece- 
dent when Usno and Berjaya fought 
each other while both under the Na- 
tional Front flag in 1982, And as one 
federal politician put it, even if Kuala 
Lumpur blushed faintly, in Sabah, all 
things are possible. 

When Pairin met Prime Minister 
Datuk Seri Mahathir Mohamad for 
more than one-and-a-half hours on | 
November to report on the Sabah situa- 
tion, the subject of a coalition appa- 
rently was discussed. Pairin, however, 
would only. say enigmatically of their 
“very good, frank and open discussion” 
that “the prime minister has asked me 





PHOTOS SLIHAINI AZNAM 


p wot us 


to look for ways and means" to ensure 
the peace and stability of Sabah and *to 
find ways whereby these people [Usno 
and Berjaya] can cooperate with us,” 
without specifically mentioning a coali- 
tion. 

“As far as the federal government is 
concerned I've been given the assurance 
by the prime minister that they will help 
as much as they can to ease off the ten- 
sion in Sabah," Pairin added. 

But in Sabah itself, the pressures are 
more blatant. Less than a month after 
Berjaya forced the PBS into the Ulu 
Padas by-election, Usno and Berjaya 
have initiated four state by-elections for 
24 and 25 January, in the constituencies 
of Sukau, Balung and Karamunting — 
all held by PBS — and in the Usno seat 
at Buang Sayang. 

The two parties were able 
to bring the elections about 
because of their practice 
also used by the United Malays 
National Organisation — of 
expecting candidates to tend- 
er signed, but undated, let- 
ters of resignation to the party 

resident for use in case of 
reach of party discipline. 

These letters having been 
handed in, the speaker of the 
Sabah assembly, Sunoh Mar- 
so, himself a member of Ber- 
jaya, informed the election 
commission in Kuala Lumpur 
on 30 October that the four as- 
semblymen had resigned — in 
three cases without the as- 
semblymen's knowledge or 
consent. All three are mem- 
bers who crossed the floor 
to Join PBS after the April 
State assembly elections. Two were 
originally members of Berjaya and one 
of Usno. 





he fourth seat, Buang Sayang, is 

held by Usno's Othman Yassin, who 
is apparently surrendering his seat to 
enable new Berjaya president Datuk 
Mohamed Noor Mansor to gain a seat in 
the assembly. Mohamed Noor had lost 
to Usno's Yahya Lampong in. Tem- 
pasuk in April. 

PBS immediately applied for a court 
injunction, challenging the validity of 
the three undated resignations involv- 
ing its representatives. Its application 
and subsequent appeals were rejected. 
The re-emergence of the debatable 
practice of open-dated letters of resig- 
nation brings one aspect of the affair 
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full circle. Pairin himself was removed 
as assemblyman through this mechan- 
ism when he quit Berjaya in Decem- 
ber last year, prompting the Tam- 
bunan by-election which launched the 
PBS and started its meteoric rise to 
power. Pairin’s own appeal challenging 
the legality of the practice is due to be 
heard in the High Court on 19 Novem- 
ber. 

Whatever their legal status, the re- 
signations put PBS even further away 
from control of a two-thirds majority in 
the assembly which it briefly held after 
former Usno member Saman Gulam, 
who had sat as an independent, joined 
the ruling party on 6 October. It lost it 
again on 2 November when another de- 
fector — from Berjaya — Ghapur Sal- 
leh, left PBS to become an independent. 
The two-thirds majority is necessary to 
change the state constitution. 

On 26 October, the Sabah High 
Court granted an interim injunction re- 
straining Governor Tun Mohamed 
Adnan Robert from assenting to any 
bills passed by the legislative assembly 
seeking to amend the constitution, The 
n unction expired on 6 November 

en Usno did not seek its renewal, 


since the PBS no longer held its two- 
thirds majority. The object of the Usno 
injuction was to prevent the PBS from 
amending the constitution before Mus- 
tapha's crucial suit challenging Pairin's 
legitimacy as chief minister is heard on 
I8 November. 

The crux of the PBS' proposed 
constitutional amendment was to 
specify that the governor appoint a 
member of the party with the greatest 
number of seats in the assembly as chief 
minister. 

The state constitution. currently 
states that the governor "shall appoint 
as chief minister a member of the legis- 
lative assembly who in his judgment is 
likely to command the confidence of a 
majority of the members of the assem- 
bly.” Such an amendment would pre- 
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empt Mustapha's case that he had 
been legally sworn in as chief minister 
though he did not lead the largest 
party after the April voting. Later in the 
same day Pairin was sworn in, replacing 
him. 

Ironically, another amendment the 
PBS wanted would force assembly 
members to resign and face a by-elec- 
tion if they wished to switch parties — 
which would have resulted in a situation 
very similar to the one the government 
faces now. l 

The by-elections are seen by the PBS 
as distractions designed to prevent it 
from ge tting on with the business of run- 
ning the state’s affairs. But from the op- 
position’s point of view they serve 
another purpose. 

With a general election expected 
next year, the ‘by-elections are being 
used as a testing ground for the Berjaya- 
Usno pact in constituencies where the 
variables differ — in terms of voter com- 
position in ethnic, religious and party 
loyalties. 


part from assembly sittings and ap- 
plications to the court, many of the 
latest developments have surfaced in 
Kuala Lumpur which has become a poli- 
tical sanctuary and lobby for Sabah 
oliticians seeking federal support. 
sno leaders fly in regularly to discuss 
strategies. 

Usno's bitterness against the PBS 
stems from having its promised rewards 
snatched from it. In a little-publicised 
pact before the state election in April, 
PBS and Usno had agreed to forge a co- 
alition and share the spoils of office if 
they succeeded in beating Berjaya. But, 
according to Usno, when PBS saw that 
it Was Winning on its own, it reneged on 
this and Usno, with a ereditable 16 
seats, was left out in the cold. This was 
the reason for Mustapha turning in de- 
speration to a pact with arch rival Datuk 
Harris Salleh — defeated Berjaya 
leader — in their unsuccessful political 
coup against Pairin, 

Although Usno appears-favoured in 
Kuala Lumpur, Pairin does have the 
sympathies of some prominent figures, 
but they tend to be of the old guard — 
former prime minister Tun Hussein 
Onn for instance, has on several occa- 
sions stated that political issues should 
be resolved politically. Federal leaders, 
he said, should use their influence to get 
all parties to withdraw their cases from 
the courts. In his latest remarks on the 
subject, he also urged Mahathir to visit 
Sabah to diffuse the political tensions 
there. 

Within his own party, Pairin is criti- 
cised for trying too hard to please Kuala 
Lumpur and his own supporters, while 
trying at the same time to appease the 
anxieties of Usno and Berjaya suppor- 
ters. But these same critics who chafe at 
Pairin’s unshakeable patience, also con- 
cede that he is an accomplished chess 


player. Oo 





DIPLOMACY 


‘Canoe-people’ 
problem 


Australia will not take Irian Jaya 
refugees from PNG 


By Hamish McDonald in Sydney 
ustralian Foreign Minister Bill 
Hayden has firmly rejected, for the 
time being at least, suggestions from 
Papua New Guinea ministers that Aus- 
tralia take as settlers some of the 11,000 
refugees who have crossed from Irian 
Jaya since early last year 
It became clear during Hayden's 
goodwill visit to Papua New Guinea 
from 6-10 November, that there is a dif- 
ference of opinions inside Prime Minis- 
ter Michael Somare's cabinet on the re- 
fugee issue, almost certainly a result of 


feelings raised by the recent forcible re- 
patriation of some refugees back to In- 
donesia (REVIEW, 7 Nov.). 

Widespread 


recriminations 





Papua New Guineas over the neidet 
appear to have swung Port Moresby 
away from pressure and inducements to 
achieve a mass movement of Irian 
Jayans back across the border. Deputy 
Prime Minister John Momis, head of 
the minority Melanesian Union party, 
has nudged government policy towards 
greater internationalisation of the re- 
fugee problem, so far handled as a bilat- 
eral issue with Indonesia. 

Port Moresby has apportioned some 
blame for the Irian Jaya problem on the 
powers involved most closely m the 
transfer of the territory to Indonesia in 
1963 — the Netherlands, Australia and 
the US — and claimed these countries 
have an obligation to help resolve the 
problem 

However, in with Hayden 


talks 


17 


inside | 
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neither Somare nor Foreign Minister - 


John Giheno asked Australia to take 
the refugees, though Giheno said Papua 
New Guinea was looking for friendly 
countries to help settle the more politi- 
cised element, who number about 300. 
In the light of this, Hayden ignored a 
statement by Momis to Australian jour- 
nalists that Papua New Guinea was in- 
deed seeking placement of refugees in 
Australia. 

Speaking after his talks, Hayden said 
he had suggested that Papua New 
Guinea authorities "resolutely act" to 
separate activists of the anti-Indonesian 
Free Papua Movement (OPM) from 
other refugees. Australian officials said 
it was clear that warnings of Indonesian 
reprisals, and threats of reprisals by the 
OPM itself, were discouraging many 


non-political refugees from returning to | 


Irian Jaya. 

The Australian officials indicated 
impatience in Canberra at what is per- 
ceived as a "total lack" of effort by 
Papua New Guinea to sort out the re- 
fugees before seeking outside help. 
They pointed out that Australia's dona- 
tion of AS2 million (US$1.34 million) 
via the United Nations High Commis- 
sioner for Refugees was at present the 
chief support for the refugees. Hayden 
had asked whether the two other 
Melanesian states, Vanuatu and the 
Solomon Islands, had shown interest in 
taking refugees and was told no. 


[jer Hayden's tough line, it ap- 
pears the Australian cabinet has not 
yet taken a final decision on the issue. A 
vexing element for Australia is its own 
possible Irian Jaya refugee problem. In 
June this year, five young Irian Jayan 
men arrived on Australia's Boigu Is- 
land, only some 5 km off the Papuan 
coast and 160 km north of the Austra- 
lian mainland, after a gruelling jungle 
trek through Papua New Guinea, re- 
questing refuge from Indonesia. 

Sceptical Australian authorities re- 
fused residency, but allowed them to 
stay at nearby Thursday Island while a 
standing committee established their re- 
fugee qualifications. To Canberra's em- 
barrassment, the committee has de- 
cided in their favour, though Immigra- 
tion Minister Chris Hurford has re- 
quested a review of certain details. 

Both Hurford and Hayden were con- 
cerned not to set a precedent for a 
stream of Irian Jayans drawn by hopes 
of a more-prosperous living. One solu- 
tion mooted in Canberra was that such 
refugees be accepted back by the coun- 
try of first refuge, Papua New Guinea, 
in return for Australian help with reset- 
tlement of the hard-core political cases 
among its refugees. 

That solution could not be applied, 
however, to another case in October 
when three young Irian Jayan “canoe 

eople™ arrived directly from Merauke, 
E. skirted the coast around to 
Boigu Island. ü 


lai 
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PLA soldiers: a new and leaner army. 


CHINA 


KINHUA 


Half-pay soldiers 


The smaller PLA wants better recruits — paid by others 


By David Bonavia in Hongkong 

he Chinese People’s Liberation 

Army is offering new cash rewards 
and other incentives to aid conscription 
of young people who no longer see a 
military career as more attractive than 
their options in civilian life. 

Under a new military service law in- 
troduced last year, every citizen has the 
duty OF rform military service, but the 
reduced size of the armed forces means 
that progressively fewer will be required 
to do so. The PLA is looking for better 
educated, better motivated recruits 
than it used to enlist under the previous 
system of “voluntary” service. 

The basic principle is still the same: 
to get the most suitable young men (and 

some women) into uniform, while train- 

ing local militia and maintaining re- 
serves capable of fighting a "people's 
war" if China should be invaded. But 
the emphasis now is more on quality of 
intake. 

A report from Chengdu, capital of 
Sichuan province, said a new recruit 
would be paid a monthly sum by his 
original work unit equivalent to not less 
than 50% of his normal wages. This is a 
big improvement by comparison with 
the usual pittance of less than Rmb 10 
(US$3.50) a month. Just what the indus- 
trial enterprises think about being rob- 
bed of their best workers while being 
forced to continue paying their wages is 
not stated. 

Even unemployed youths will be 
paid a subsidy to join the PLA if they 
live in small townships, and may expect 
to receive an. industrial job when de- 
mobilised. But as far as can be ascer- 
tained, peasant youths will receive no 
such incentive. 


Most of the PLA's annual intake of 
raw recruits come from the rural areas 
— it has traditionally been a peasant 
army. Until 1979, when the economic 
reform in agricultural was instituted, 
there was no difficulty in finding strong 
young men who were anxious to get out 
of the rural areas and learn a skill which 
might enable them later to get non-ag- 
ricultural jobs. Many, however, were 
forced to return to their communes on 
demobilisation, a rule which is now 
being eased. 

Now that the communes have been 
abolished, and private or semi-private 
farming is the rule throughout China's 
rural areas, many peasants and their 
families are making more money, and 
extra labour is a much greater asset than 
it was in the communes, which were 
based on equalising incomes. Rural 
young men are less interested in army 
service, and their parents are more re- 
luctant to let them go. 


nder the new legislation, the PLA 

has the power to conscript any 
youth who seems likely to make a good 
soldier, whereas previously they picked 
the best out of the numerous volun- 
teers. The end-effect is not much dif- 
ferent. Approximately 10 million men 
reach conscription age (18-22) every 
year, more than 10 times as many as are 
needed in the new, leaner PLA, which is 
reducing its numbers from nearly 4 mil- 
lion to less than 3 million in the in- 
terests of economy and greater effi- 
ciency. 

Besides the reluctance of peasant 
youths to join up these days, the PLA 
itself is looking for more educated 
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youths from the urban areas. But there, 
too, the enhanced educational oppor- 
tunities since the death of Mao Zedong 
and the gradually improving cultural 
conditions and standard of living make 
the barrack-room life seem less attrac- 
tive. 

The normal stint of national service 
is three years in the ground services and 
four in the air force or navy. A recruit 
may opt for a further eight to 12 years 
service to a maximum age of 35, and will 
then be demobilised unless he or she has 
been accepted as a commissioned of- 
ficer, which nowadays requires a higher 
educational qualification. 

The armed forces are now consi- 
dered to include the People's Armed 
Police (set up à few years ago) and the 
People's Militia, local self-defence units 
with only a rudimentary level of train- 
ing. Once used as a weapon of political 
coercion, the militia is now mainly re- 
garded as a reserve force in addition to 
the regular army reserves of de- 
mobilised servicemen. 

Gen. Yang Shangkun, permanent 
vice-chairman of the Central Mili- 
tary Commission, was recently quoted 
as saying: "In the future it is necessary 
to reduce the number of people in- 
volved in militia training and shorten 
the time, so as to lighten the masses' 
burden." 

Communist party General Secretary 
Hu Yaobang is quoted as saying: "Too 
many people are involved in militia 
training and it takes too long and im- 
poses an excessive burden on the mass- 
es." The Henan Military District has 
pioneered cuts in militia training, and 
has been officially praised for doing 
so. 
Meanwhile, the reorganisation of 
the senior officer corps has been com- 
pleted, according to the Peking journal 
Observation Post. It said the recent re- 
duction of the number of military re- 
gions — from 11 to seven — had re- 
duced the number of senior officers by 
half. 

Senior officers on the general staff 
and in the general political and general 
logistics department have been cut by 
nearly 24%. The number of officers in 
their 60s has also been reduced. The 
average age of senior officers in the mili- 
tary regions has dropped by eight years. 
Educational standards have risen on 
average. 

In a surprise move, the PLA has an- 
nounced that professors and lecturers at 
military academies will soon be allowed 
to go abroad to improve their knowl- 
edge, something which was previously 
taboo. 

Despite the new inducements, young 
people are increasingly wary of entering 
military service because it reduces their 
ability to save money and get married. 
Only officers from the rank of battalion 
commander upwards may be married 
and live with their wives in their post- 
ings. 
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No-lose 
situation 


The ruling PAP seeks to protect 
itself from fickle voters 








By V. G. Kulkarni in Singapore 


Althoush the People’s Action Party 
(PAP) has governed Singapore 
since 1959, it continues to be obsessed 
with the possibility of a future election 
which it might lose. And if it were voted 
out, the PAP thinks the consequence 
could be political instability and the ero- 
sion of confidence of foreign investors. 

"We may have had political stability 
for 20 years, but we cannot simply ex- 
trapolate for the next 20 years,” 
cautioned First Deputy Prime Minister 
Goh Chok Tong, addressing a univer- 





sity conference. in the US recently. In | 


the same speech Goh suggested that 
Prime Minister Lee Kuan Yew now in- 
tends to remain in office two years 
longer than he said he would — until 
1990. 

The PAP's concern over possible po- 
litical uncertainty intensified after the 
last general election in December 1984, 
when the party lost two seats in parlia- 
ment and, more important, saw its share 
of the popular vote reduced drastically. 

As though anticipating the election 
reverses, Lee had floated the idea in 
April 1984 of amending the constitution 
to give overriding financial powers to 
the president to block an irresponsible 
parliament. At a National Day rally in 
August of the same year, Lee elabo- 
rated that a future president would be 
elected by all the people to give him 
moral and fiscal authority. Currently, 
Singapore's president is mainly a cere- 
monial figure who acts on the advice of 
the prime minister. 

In the wake of the last general elec- 
tion, Lee even threatened that he might 
reconsider the one-man, one-vote sys- 
tem. Goh, who is expected to succeed 
Lee, softened the prime minister's de- 
fiant declaration by stating that the sys- 
tem had worked well and would not be 
tampered with hastily. Although the 
government had assured the parliamen- 
tary opposition in July that no decision 
to change the parliamentary system had 
been taken, Goh's utterances since then 
suggest that the PAP has embarked on 
the course charted by Lee. 

At the university conference in the 
US, Goh recounted to government offi- 
cials, academics and businessmen some 
of the PAP views he had propounded to 
a university audience in Singapore in 
August (REVIEW, 15 Aug.). The two- 
party system of democracy had not 
worked in Singapore with its limited 
pool of talent, Goh said, adding: "It 
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Central Brisbane 


development 
opportunity. 


*. Under instructions from 
the Commissioner for 

` Railways, we proudly 

€ offer this unique 
redevelopment site, in the heart of 
Brisbane City, for sale by tender. 






v 


"CENTRAL PLACE” is over one 
acre (5,450 square metres) of prime 
inner city real estate overlooking 
Central Station and the commercial 
heart of Brisbane. 

It is now available for sale with à 
pre-committed office space lease of 
15000 square metres to Queensland 
Railways. 

The successful tenderer is 
required to include costs of 
construction of associated railway 
works incorporating a new bridge in 
Edward Street over railway facilities. 


Tender documents will be issued 
to tenderers who have demonstrated 
the capability in financial, commercial 
and construction terms to undertake 
this work. 


QUEENSLAND RAILWAYS LN 


TENDER CLOSES 4 p.m. DEC. 16th 1985. 


All enquiries to 

"CENTRAL PLACE" TENDER 
Attention Mr. Tony Cotton 

G.P.O. Box 205, BRISBANE. 4001. 
QUEENSLAND. AUSTRALIA 


MARKETED BY 
BRIGHT SLATER 


307 Queen St, Brisbane 4000. 07 31 2415 


FOR SALE BY TENDER 
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. does not make sense to keep half our | 


best people in opposition all the time." 
Instead, Singapore had evolved its 


| own model of one major party and a few 


minor ones, Goh said. He argued that 
the major party, the PAP, was built on a 
national consensus and espoused the as- 
pirations of the majority of the people. 

In the PAP's view, the major party 
should continue to rule for *the next 25 
— better still — for the next 50 years." 
But voters may have a propensity to 
change their minds, so the PAP wants to 
ensure that in the event of an upset elec- 
tion, a non-PAP government can be 
kept in check by the president who, for 
at least the coming rude could be a 
PAP nominee. 

The PAP leadership is haunted by a 
perceived fickleness among voters, 
whom it sees as not fully equipped to as- 
sess the relative merits of political can- 
didates. Goh wrote in the October issue 
of Petir, a PAP organ, that even taxi 
drivers in Singapore went through a 
more stringent screening than candi- 
dates for parliament, 

Whether the PAP wants to make it 
more difficult for people to contest elec- 





tions is not yet known. However, what 
is certain is that the next president will 
be popularly elected. He would be one 
of the "stabilisers" of the Singapore sys- 
tem which, Goh said, did not have 


- strong democratic traditions and institu- 
- tions. Although the prime minister 


would continue to be the "chief execu- 
tive of the country," the president could 
withhold consent on programmes he 
views as wasteful. 

It is unlikely that any constitutional 
crisis would arise between the next head 
of state and the prime minister because, 
in all probability, the next president 
would be none other than Lee. Goh said 
come 1990, Lee would have been at the 
helm of the nation for 31 years. Some 
diplomatic analysts have inferred from 
Goh's remark that Lee might be ele- 
vated to the presidency in a double bal- 
lot for parliament and the presidency in 
late 1989. Lee earlier said he would give 
up the prime ministership by September 
1988, at the age of 65. 
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Testing confidence 


The KMT seeks a new mandate after a year of scandals 


By Car! Goldstein in Taipei 


sland-wide elections to be held on 16 November are shaping up as a major 

test of the ruling Kuomintang's (KMT) popularity after a vear of political 
and financial scandals. The elections are also seen as a test of the ruling party's 
ability to hold a clean vote. 

The elections will select 21 mayors or county magistrates; 77 provincial as- 
sembly seats; 51 Taipei city council members, and 42 city council members in 
Kaohsiung in southern Taiwan where the opposition is particularly strong. 
The formal campaign period is limited by law to the 10 days preceding the 
vote, but both sides have been gearing up for the struggle for several months. 
The KMT chose 157 candidates from among hundreds of party hopefuls in 
July. Since then, top party leaders have been shuttling around the island, rein- 
forcing local ties and quelling the dissatisfaction of unsuccessful applicants. 

The opposition, or tangwai (literally meaning outside-the-party), has been 
attempting to overcome both internal splits and a longstanding KMT ban on 
the establishment of new, rival political parties. To this end, tangwai activists 
met in August to establish a so-called Candidates’ Aid Group. In September 
they nominated a unified slate of 42 candidates, for the first time taking on the 
ticklish task of choosing among competing claimants in each locality. 

The ruling por reputation among many intellectuals, professionals and 
business people has been damaged by numerous scandals in the past year, 
most notably the Cathay banking affair, which saw the collapse of a major 
business group after the exposure of massive fraud in its Nerv e operations, 
and the October 1984 murder of Henry Liu, a KMT critic who was shot dead in 
California hy — gangsters acting in concert with senior Taiwanese in- 
telligence officials. After an unexpectedly severe downturn in trade this year, 
voices normally identified with the KMT, including legislators and academics, 
have begun speaking of a “crisis of confidence” in the government. 

Tangwai candidates have gone on the attack over hese issues. They are 
also hoping to capitalise on widespread popular anxiety over Taiwan’s politi- 
cal future, which has been exacerbated by the declining health of President 
Chiang Ching-kuo, now 75. Nonetheless, some analysts doubt that the opposi- 
tion's —— emphasis on the big issues appeals to a large section of the 
electorate. By this line of reasoning, candidates’ personalities, or a practical 
judgment on which side can offer the most in the way of local construction and 
services, may be given greater weight by the voters than concern about con- 
stitutional government, party bans, or freedom of speech — all high on the 
tangwai's list of priorities. This, combined with the s superior organisa- 
tion and control of the election machinery, could mean that the end result will 
be roughly in line with the last elections, held in 1983, when the opposition 
polled 29% of the popular vote. 

Still, several hotly contested races around the island could help the tangwai 
establish strong local organisations, something it now lacks in most places. 
Already, one exception is Kaohsiung County, a constituency where anti- 
KMT sentiment among the majority native Taiwanese —— runs 
stronger than in the north. For more than 30 years, the Yu family, led by its 
patriarch (and former magistrate) Yu Teng-fa, have been stro rivals with 
the KMT for control of the local political world. Incumbent KMT magistrate 
Tsai Ming-yao and opposition candidate Yu Chen Yue-ying, Yu's dau hter- 
in-law and an experienced politician in her own right, have embarked on a 
rerun of their race four vears ago. At that time, the tangwai and some indepen- 
dent observers charged that the victory by Tsai, then only 32 years old and 
politically inexperienced, was accomplished by for ur à 

Yu Chen told the REVIEW that her defeat by a slim 3,000-vote margin (out 
of 600,000 cast) resulted from massive vote-buying by the KMT organisation 
on behalf of its candidate. In Tainan County, also in the south, oppositionist 
Chen Shui-pien is thought to have an excellent chance of being elected county 
magistrate over two competing KMT candidates. Until recently a Taipei city 
councilman, Chen resigned after his conviction by a lower court for what many 
thought to be a politically-inspired libel charge. His appeal is still awaiting a 
hearing before the High Court. 

In another closely watched race, the incumbent magistrate of Taipei 
County, Lin pees Argo Lr KMT member, is being helped to hold on to 
seat by a bitter struggle between two opposition candidates. 
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"CELEBRATE THE BEST BUSINESS DEALYOU'VE EVER MADE." 


he Wings of Paradise 


hen you fly Air Lanka Business Plus 
you have a lot to celebrate. Pronty check 
in, plus a big 30 kg baggage allowance 
‘Welcome aboard’ with French champagne 
comfortable one from the aisle seating plus 
ple nity of room to stretch out 
First class cuisine ts another reason to 
celebrate your decision to fly Business Plu: 
Plus in-flght care that's Paradise itself 
Celebrate the best business deal you ever mad 
On the Wings of Paradise. w 
Y 


AIRLANKA 
BUSINESS PLUS f 


1 Class of tts Own 
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Exceptional vision. — 
Sometimes a name alone defines it. 





We see the future and act with purpose. Confidently. And 
with commitment. 
We build engines with the best fuel efficiency . Lowest 
maintenance costs. Unmatched reliability. And we are the only 
manufacturer with three all-new third-generation turbofans. vE UNITED 
Clearly, exceptional vision helps produce lowest cost of 3* TECHNOLOGIES 


PRATT&WHITNEY 


ownership for airlines. 





Swiss francs for 


rate swaps. 


Is the bank 
you money 


a leader in 
currency swaps, too’ 





that lends 











In the intricate 

world of currency 
and interest swaps, 
< Bankers Trust is a 
: W universally ac- 
à knowledged mar- 
I \\ ket leader. 
In 1984, 











A Y our team of 
TUM swaps spec- 
| Z ialists in New 
York, London, 
and Tokyo com- 
; pe” pleted an average 
T of more than one deal every day. 


ll f T . i 
Dollars for yen Swaps transactions are one 


of the most sophisticated invest- 
ment banking products available 
to the corporate treasurer today. 
But we offer even more—leader- 
ship in commercial lending, with 
all of a money center bank's on- 
balance-sheet strength. 

This unusual blend of in- 
vestment and commercial banking 
functions is typical of the Bankers 
Trust brand of banking. We call it 


Deutschemarks, lire for guilders. 
Many of America's largest cor- 
porations and international 
banks turn to Bankers Trust 

for their currency and interest 














"merchant banking." It combine 
the lending capability and breadtl 
of non-credit services of a com- 
mercial bank with the intermedi- 
ary skills and entrepreneurial 
spirit of an investment bank. 

Our merchant banking 
skills are not limited to domestic 
financial services. They extend 
worldwide. 

So they give our clients 
very real advantages in an increas: 
ingly internationalized world of 
finance. As in currency swaps, 
where knowledge of and familiar. 
ity with world capital markets is 
absolutely critical. 

Our array of merchant 
banking services is broad and 
deep. So broad in fact, that many 
of our clients rarely if ever requiri 
the services of other major banks 
Among the many services that we 
provide: | 

Trading. From our new 
state-of-the-art trading room 
in New York, we execute over 





$12 billion in money, securities, 
and currency transactions daily. 
Bankers Trust is today one of the 
five largest primary United States 
government securities dealers. 

Leasing. Last year, 
Bankers Trust arranged lease 
financing of $2.5 billion in 
equipment value of big ticket 
transactions. And for two straight 
years, we’ve arranged more lever- 
aged leases than any other finan- 
cial institution. 

Eurosecurities. In 1984, 
we lead-managed $2.2 billion and 
co-managed $15 billion more in 
Eurosecurity offerings. Bankers 
Trust is one of the most active 
participants in the secondary 
market, where we are a market- 
maker in over 500 fixed- and 
floating-rate Eurobonds. 

Futures. Our subsidiary, 
BT Futures Corp., is a major par- 
ticipant in the interest rate, cur- 
rency, and precious metals futures 
markets. BT Futures Corp. 


Bankers Trust is. 


executed over $400 billion in 
contracts in 1984. 

No bank—commercial or 
investment—offers its clients a 
wider range of services. Which is 
why more and more of America’s 
leading corporations are turn- gi 
ing to merchant banking i 
as practiced by Bankers 


Trust. Its advantages are ! 


substantial: worldwide £ 
—* 


expertise, an unsur- : 


Bankers Trust is a leading 
provider of credit to the 
natural gas industry and 
to other members of the 
energy sector. Our Energy, 
Utilities and Natural 
Resources Group also 
supplies a broad range 

' ofinvestment banking 
services. 

















passed ability to 
deal with inter- 
related financial 
needs, and to offer 
unbiased financial advicc. 

Merchant banking. 
It's ideally suited to today's 
complex corporate banking 
needs. If you'd like to join 
the long list of clients now 
taking advantage of 
merchant banking, come 
to the bank that provides 
it: Bankers Trust. 


Bankers Trust Company 
Merchant banking, worldwide. 





The new twin jet 
helicopter BK 117. 


g Outstanding performance 

O Spacious interior (8-11 seats) 

O 4,5 cubic meters of cargo room 

g Easy loading through unique clamshell 


rear doors 
Compact size 


O True multi-purpose design 
! Hingeless rotor, unexcelled manceuvrability 


Composite rotor blades 
Proven BO 105 technology 
FAR 29-design, IFR capability 
Excellent maintainability 
Worldwide service network 





Partner 
in international 
programs 


For further information please 
contact 


Messerschmitt-Bólkow-Blohm GmbH 
Helicopter and Military Aircraft Group 
Postfach BO 1160 

D-8000 München 80, Germany 


It looks like a creature from another planet. 


In fact, its something far more dangerous: 
e common house fly. 

With its allies, the mosquito, the cockroach 
id the rat, it causes widespread suffering in 
jes throughout the world. 

Cholera, dysentry, epidemic diarrhoea, 
alaria, yellow fever, typhoid. The list of diseases 
ey carry makes frightening reading. 

Frightening when you consider the millions 
costs to treat and cure them. More frightening 
ill when you count the cost in human misery. 

At ICI we've developed a wide range of 
oducts to eliminate the threat before it becomes 
problem. 


| 
THAN WAR, FAMINE OR DROUGHT. 


7 — 


‘Imperator’ is a space spray thats ideal for 
use in streets and built-up areas, killing all flying 
insects. For long term control of flying and crawling 
insects, we developed the highly effective surface 
spray Cymperator. 

One of the trickiest problems we've had to 
overcome is that of controlling mosquitoes. 

Most sprays can only be used in one or 
other of the mosquito'’s habitats. With ‘Actellic’ 
mosquitoes can be treated both in water where the 
larvae hatch, and in and around the house. 

While for the control of rats in towns, fields 
and orchards, the anticoagulant 'Klerat kills 
after just one feed. 

ICI sprays have been used safely over 


thousands of hectares, as well as whole towns 
They're easy to use and highly cost-effective. And 
along with our products, we can provide expert 
advice and help on any insect or rodent problem. 

If voure responsible for public health in 
your town, area or business and you want to know 
more, write to: Public Health Department, ICI Plant 
Protection Division, Fernhurst, Haslemere, Surrey, 
England. 

Together we can make towns and cities safer 
places to live in. 


Plant Protection Division 


ACTELLIC. IMPERATOR. CYMPERATOR AND H 
MARKS OF IMPERIAL CHEMICAL INDUSTRIE 








We halved our order 
fulfillment time 
through a working 


partnership with HP. 











a 
"At SGS Semiconductor |— 7 4 E a) unable to confidently com- 
(Pte) Ltd in Singapore, | | j - mit to delivery times because 
the HP 3000 computer |... — —— of the lack of current inform- 
system has streamlined ——N 747 ation on stock availability. 
order processing and C } | “With the HP 3000 Seri 
halved the cycle time (Ø "ER —3- c — — 
between receiving an ag "| softw h 
order and delivery of —— 
the goods. our headquarters. Orders 
SGS Semiconductor (Pte) are processed immediately 


and relevant plants are 
instructed to manufacture 
the required parts or pro- 


is an international manu- 
facturer of semiconductors 
with its Asia/Pacific region 


D 
a 
-3 


s 





based in Singapore. The | ducts instantly. 

company is engaged in “Turnaround time for both 
manufacturing throughout order and delivery confirm- 
different parts of the world, but orders are ation now requires only two days. 

confirmed mainly at its headquarters in Italy. “The HP computer enables us to better 
Renato S. Sirtori, Director of Finance and service our customers while reducing our 
Administration, said, “We used to process inventory stocks significantly. With the 
orders manually in Singapore, with massive prompt HP maintenance support, we are 
amounts of telex exchanges also able to keep the opera- 


HEWLETT tions going round-the-clock?’ 
PACKARD 


and telephone calls. We were n 7 








You should consider a working partnership with HP. Now. 

Call or write to your local office 

* Australia Hewlett-Packard Australia Pty Ltd., Blackburn, VICTORIA. Tel: 895-2895 * China China Hewlett-Packard Co. Ltd., BEIJING. Tel: 280567 

* Hong Kong Hewlett-Packard Hong Kong Ltd., HONG KONG. Tel: 5-8323211 © India Blue Star Ltd., BOMBAY. Tel: 4226155 * Indonesia Berca Indonesia P.T., 
JAKARTA. Tel: 373009 è Japan Yokogawa- Hewlett-Packard Ltd., Sukinami- Ku, TOKYO. Tel: (03) 331-6111 * Korea Samsung Hewlett-Packard, SEOUL. 

Tel: 784-2666, 784-4666 * Malaysia Hewlett-Packard Sales (Malaysia) Sdn. Bhd. KUALA LUMPUR. Tel: (03) 2986555 * Philippines The Online Advanced Systems 
Corporation, Makati, METRO MANILA, Tel: 815-3810 * Singapore Hewlett-Packard Singapore (Sales) Pte Ltd., SINGAPORE. Tel: 4731788 

* Taiwan Hewlett-Packard Taiwan Ltd., TAIPEI. Tel: (02) 712-0404 KAOHSIUNG. Tel: (07) 241-2318 * Thailand Unimesa Co. Ltd., BANGKOK. Tel: 234-0991/3 
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CAMUS XO 
XO at its best 





THE FINEST YARN ALONE DOESN’T 
MAKE A DUNHILL SWEATER. A UNIQUE DESIGN DOES. 


i 





Only the best design will ever be considered for a Dunhill product. 
And the best designer will utilise the finest materials in the knowledge that the finest craftsman will produce 
an item worthy of the Dunhill name. 


The Dunhill sweater, Made from 100% cotton, this sweater has been designed to complement the 
character of the yarn. A natural fibre, it breathes freely, allowing coolness and comfort. In all, Dunhill designers utilise 12 of the 
world’s finest yarns to create a range of sweaters of unmatched quality and style. 


ALFRED DUNHILL’S PHILOSOPHY: x 


IT MUST BE USEFUL.IT MUST WORK DEPENDABLY.IT MUST BE BEAUTIFUL. 
IT MUSTLAST.IT MUST BE THE BEST OF ITSKIND. 
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Hungry for housing 


Shortage of private flats keeps pressure on the public sector 


By Margaret Scott in Hongkong 


A bevy of Hongkong notables jostled 
IP for seats inside the Lok Fu public- 
housing estate. On cue, Financial Sec- 
retary Sir John Bremridge stepped on to 
the red-carpeted dais and pronounced 
the grand opening of the government's 
latest flagship complex — one more 
milestone in the history of public hous- 
ing. 

Within days and across the street 
from the grand opening, protesters 
gathered to attack rather than praise the 
housing policy of Bremridge and his 
government. Hundreds rallied and un- 
furled banners blasting a recent govern- 
ment proposal to double the rents of 
long-time public-housing tenants dubbed 
"well-off" by the government. 

A government grown accustomed to 
milestones and international accolades 
for the story of its public housing, a 32- 
year-long saga of the sheltering of 
M half the territory's 5.4 million 
people, now is dodging brickbats. The 
rent-doubling proposal, published as a 
green paper in August, has sparked not 
only rallies but Hongkong's most in- 
tense debate about the direction of the 
public housing programme and whether 
the government has a coherent policy. 
For many, the green paper is proof of 
the lack of a policy and the assault on 
richer tenants is much ado about one 
small issue while ignoring the big pic- 
ture. 

But intentionally or not, the policy 
framers have brought into focus the 
thorny issues facing the housing pro- 
gamme. who should benefit from pub- 
ic housing and for how long? What 
should be done with tenants whose in- 
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comes have risen? And how big a piece 
of the public-sector pie should go to 
public housing? 

Depending on who is talking, the 
green paper Bis been cast either as a 
necessary reform to ensure equity in the 
housing programme or as a vehicle for 
shrinking the government's financial 
commitment to public housing. Those 
who feel tenants whose incomes have 
risen should pay more and lighten the 
government's load see the additional re- 
venue for the public coffers — a possible 
HK$425.8 million (US$54.59 million) in 
the first five years, and more after that 
— aS an important way station on the 
route towards a self-financing public 
housing programme. 

The critics call the green paper a mis- 
leading document which pumps up a 
portrait of “well-off” tenants as an ex- 
cuse for less government spending on 
housing. Between the lines of the green 
paper, a new script for the housing pro- 
gramme has been written that would 
make it a business rather than a social 
service, critics charge. 

On the Asian map, the topography 
of Hongkong's public housing is an en- 
viable one. Born of a 1953 fire in Kow- 
loon which left more than 50,000 squat- 
ters homeless, public housing has grown 
to include 538,116 flats with about 2.4 
million residents. This year public hous- 
ing's recurrent-expenditure budget is 
HK$2.174 billion. Its capital-expendi- 
ture budget is HK$3.9 billion and, at 
one-third of the total for the territory, is 
the largest single capital-expenditure 
programme in the budget. 

In a recent interview, acting Housing 


Secretary Freddie Pang Yuk-ling said 
public housing's portion of capital funds 
— which has grown more than 10-fold in 
a decade from HK$357 million in 1975 
to HK$3.9 billion this year is too 
hefty. And he described the green 
paper's proposal as a crucial step to- 
wards reducing housing's slice of the 
pie. But in the near future it is a step that 
will be felt more in policy than in fi- 
nances. The Hongkong Housing Au- 
thority, which administers public hous- 
ing, receives capital funds from the gov- 
ernment in the form of 40-ycar loans 
from the Development Loan Fund. The 
overnment also subsidises public hous- 
ing by providing free land. As of March 
1984, the government estimated it has 
given public housing HK$12.09 billion 
worth of land. 

Current expenditures are financed 
through the housing authority s com- 
mercial and residential rental income. 
In recent years, residential rents have 
not covered the housing authority's 
management and maintenance costs. 
The residential deficit last year was 
HK$189 million. However, the author- 
ity charges market rents to the more 
than 19,000 commercial properties if 
owns, leaving the authority with a rent 
al-income surplus — HK$359 million in 
1984 — which is retained by the au- 
thority to finance the housing program- 
me. 

For Pang, even if the mechanics of 
the green paper proposal were altered 
because of opposition, the principle of 
tying income to rent would be im- 
plemented. *We have to change the way 
we look at public housing. Tenants 
should not treat their accommodations 
as a permanent subsidy," he said, add- 
ing that raising more in rental income 
would allow the housing authority to 
take less from the government in capital 
funds. 


p: said his and the government's 
goal is a self-financing public housing 
programme, a goal that has not been 
stressed in the past. “If the money gen- 
erated by this exercise [the green paper] 
could be used to take less money from 
government, why not? This is the key 
issue: if the housing authority can do its 
job and take less money to do it, then 
that's what we should be doing.” 

Less government spending is a popu- 
lar theme in Hongkong nowadays. 
Bremridge counts among his ac 
complishments the shrinking of the rela- 
tive size of the public sector from 19.1% 
of gross domestic product in 1982 to 
16.1% during the 1984-85 fiscal year. 
With recurrent expenditures increasing 
about 50% between 1982 and 1985, the 
chiseling of public spending mostly has 
fallen on capital spending. The capital 
budget has been shaved from HK$13 
billion in 1982-83 to HK$9 billion in 
1985-86. Public  housing's capital 
budget, though, has been exempted 
from the trimming. But during his ap- 
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T pearance at the Lok Rü estate opening. 
Bremridpe told the assembled guests: 
— “The unclouded truth is that the public 
housin programme has to compete for 
scarce funds together with other worth- 
ES niic public projects. " 
Beyond the added revenue, Pang 

. said the green paper would be useful in 
. expanding the government's home own- 
ership scheme, a programme that since 
| 1977 has encouraged public housing 
a tenants to buy flats. E pi A built før 
Om by low- and moderate-income 
| ilies. Last year. for example, about 
a| 20,000 flats ranging in price from 
JT HK$103,000 to HK$403,600 were sold 
| to eligible families, but government of- 
< ficials say not enough public housing 
| tenants are signing up for the flats. 
| "We've got to have some pushing force 
| 
to get them [public housing tenants] out 
-]- and into the home-ownership flats. The 
green paper will provide that. Paying 
- double will make buying look better, 
was the way Fung Tung, the Housing 
Department's deputy director, put it. 
m n looking for ways to generate re- 
| venue as well as to push tenants into 
T. leaving their rental flats, the housing de- 
| omi is shifting the direction of 

d ousing policy. 
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Since its debut, to build and to build 

_ fast has been the byword of the housing 
rogramme. It has been a public project 
in crisis management, raising roofs over 
the homeless already here and the 
- thousands constantly arriving. In squat 
- rows of brick and concrete, the first 
E. units were 120-ft? areas, usually 
shared by two families. Bathrooms and 
| Kitchens were communal. More than 
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125,000 — still live in those vise 
estates. This year, the amount of living 
space per person for all of public hous- 
ing is 36.3 ft?. 

From cramped tenements without 
plumbing to modern highrises with poc- 
ket-parks, community centres and 
shopping malls, public housing is the 
government's premier social service and 
its development has rested on a policy of 

roviding affordable housing to Hong- 
Lors lower paid. 


i 1972, then governor Sir Murray 
MacLehose announced amid great 
fanfare a new government construction 
campaign to house 1.5 million people 
within 10 years. Construction hardly 
kept pace with the annual targets of 
about 30,000 units a year. And MacLe- 
hose's original scheme of housing needs 
did not include the unforeseen surge in 
population in the late 1970s because of 
immigrants, legal and illegal, flocking to 
Hongkong. When the public housing 
programme started, Don s popu- 
lation was 2.5 million. Bv 1973, when 
MacLehose announced his campaign, 
4.2 million people lived in the territory. 
Now there are 5.4 million residents, and 
the government predicts 5.8 million by 
1990 and 6.4 million by the vear 2000. 
The population growth has been ac- 
companied by a change in the standards 
of acceptable housing and a change in 
family structure with the gradual re- 
placement of the extended family by the 
nuclear family unit. In recent years, 
public housing construction has met an- 
nual targets but not demand. Housing 
scarcity still hounds Hongkong. As of 


proposal 


The government wants 'well-off' tenants to pay more rent 


O: a hillside jutting from the east- 
| ern rim of Kowloon, a couple has 
‘| made a home inside a —— hut of 
sheetmetal and wood. In downtown 
Hongkong. a couple wanting to buy a 
flat camped out for three days to ensure 
a prime spot in line when the Whampoa 
— Gardens housing complex went on the 
— market. 

From squatters' huts to lines outside 
developers' offices, this is a place hun- 
for affordable housing. For those 
eft outside the boundaries of the public 
Biousing sector, either by an income that 
is too high or a waiting list that is too 

- long, the options are few 
Private sector accommodation 
houses about 2.6 million residents’ or 
45% of the 5.4 million population. 
About 28% of Hongkong' residents 
live in owner-occupied. housing and 
about 20% live in rental housing in the 
private sector. The rest of the residents 
who do not live in public housing, or 

about 7% , are squatters. 
When it comes to flats for sale, the 





orivate market is a meager one for the 
— — After enduring the 
real estate depression that struck Hong- 
kong in 1982, developers are returning 
to residential development. But during 
1984, as a consequence of construction 
lag-time, only 20,000 private sector 
units were completed as compared with 
a five-year average of 27,000 units a 
year between 1978 and 1982. 

The government predicts 1985 will 
bring a return to the previous level of 
27,000 units. For the first half of the 
year, the Buildings Ordinance Office 
reported a 190% increase in the number 
of residential units completed over the 
same period in 1984. But demand for 
small, moderately priced flats is huge in 
comparison to supplv. Hence the lines 
whenever new, affordable flats are put 
on the market. 

The developers of moderately priced 
Whampoa Gardens, for instance, were 
persuaded by Hongkong police to take 
applications for flats to avoid ad-hoc 
campsites of would-be buyers. The 
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June, theres were 170, 000 — on the 
waiting list for public housing, a wait 
that can last up to 14 years. or. those 
waiting, the private housing sector of- 
fers a harsh haven with market rents 
typically three to four times greater than 
public housing's range of from as little 
as HK$50 up to HK$600 a month. 

To qualify for a flat, prospective ten- 
ants must meet an income test, This 
year, a family of five must prove their 
income does not exceed HK$5,200, and 
the Housing Department sets rents.so 
that new tenants pay about 15% of their 
income for housing. For all public-hous- 
ing tenants, according to government 
figures for the first quarter of 1985, the 
median proportion of income spent on 
rent was 6% as compared with 17% for 
the general population. 

For Pang and other government offi- 


Pang: home ownership scheme. 


young couple who camped for three 
days paid HK$400,000 (US$51,282) for 
a 500-ft? flat. Typically, AME. 

required to make a downpay md joa 
to 20% of the purchase price. And re- 
cently buyers have been able to obtain a 
15-year mortgage with an interest rate 
of 8.25%. The monthly payment for 
the couple with the 500-ft2 flat is 
HK$3, 104.45. 

During the lean development years, 
the government has been a steady 
source of flats for sale with its home 
ownership scheme. Since the program- 
me started in 1978, more than 50,000 
units have been sold. Of the units sold 
last year, about 60% of the buyers were 
moderate- and middle-income families 
from the private sector and 40% were 
public housing tenants. 


s the government continues to build 

home-ownership flats — it plans 
to build 26,834 units by 1990 — some 
developers and real estate watchers are 
wondering what effect public sector 
construction will have on the private 
market. "It's getting to the point where 
private developers will be competing 
with government," said one real estate 
analyst — especially in the new towns 
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cials, it is a sign of the housing program- 
més coming-of-age that the green 
paper was devised. "We've been criti- 
cised for having rich tenants, for people 
living in public housing and driving 
Mercedes. But what to do about it is à 
very tough issue. It's very emotive and 
we just shied away," said Fung. 

That changed fate last vear with the 
appointment of the green paper com- 
mittee which went about its task by first 
deciding its definition of well-off ten- 
ants would refer only to those who have 
lived in public housing for 10 years or 
more; Then, the committee set forth its 
rent-doubling proposal for well-off ten- 
ants. Families with a monthly income 
1.5 times greater than the income limit 
for new tenants would have their rents 
doubled. For example, a family of five 
with an income greater than HK$7.800 
a month would be affected. 

In addition, the committee decided 
to include in the calculation of family in- 
come 60*5 of the earnings of those other 
than the main household wage-earner. 
And the committee proposed that as- 
sets, from jewellery to electronic equip- 
ment, should be included in the calcula- 
tion of tenants' income. The committee 
left it to the housing authority to figure 
out how to implement these recommen- 
dations. ' 
ing to the green paper, about 
he long-time tenants, or about 
milies, would be immediately 
affected? The government has no com- 
prehensive statistics on the income of 
public-housing tenants, but housing of- 
ficials believe most of those families 
have at least two wage-earners. Fung es- 







Squatter huts: long waiting list for housing. 
sprouting’ up across the New Ter- 
ritories. 

But for those denied public housing 
and unable to buy a home, the private 
rental market can be an untenable alter- 
native. Rents are typically three to four 
times higher than those in the public 
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timates it will cost the housing authority 
about HK$7 million in administrative 
costs to implement the proposal, which 
would require a method of verifying 
household income and assets. 

From the day the committee's pro- 
posal was published, it has been con- 
demned at rallies, and several district 
boards (local advisory bodies) have 
voted to oppose its adoption. 

“Public housing is about the only so- 
cial service there is in Hongkong. There 
is no minimum wage, no retirement or 
health benefits. Government has always 
used the housing programme as an ex- 
cuse for not spending more on social 
services," said Fung Ho-lap, director of 
the Society of Community Organisa- 
tions and part of a coalition of tenant 
and community groups opposed to the 
green paper. “The green paper would 
change that, and we want to know why. 
We want to know what the philosophy 
of government is. We want to know 
where the extra money will go,” he said. 


Fo Yeung Sum, vice-chairman of 
the pressure group Meeting Point, 
wealthy tenants cannot be discussed in 
isolation. “Government is always talk- 
ing about people in public housing get- 
ting rich. Sure, there are some, but most 
tenants are far from rich. “The real 
question is why does the government 
want to squeeze more resources out of 
tenants. It’s a reallocation of resources 
within the lower classes. Government 
should be spending more on public 
housing, not less.” he said. 

Public housing tenants, like the gen- 
eral population of Hongkong, have 
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housing estates and the vacancy rate 
hovers next to nothing. 

Many, such as Sin Kee-hong, a 4l- 
year-old who emigrated from China five 
years ago, turn to squatting. The gov- 
ernment estimates there are half a mil- 
lion squatters like Sin scattered across 


steadily increased their standard of liv- 
ing. A survey conducted last year 
showed tenants who have lived in public 
housing for five years or more had an 
average annual income growth of 7% in 
constant dollars and 17% in current dol- 
lars. Yet public-housing tenants fall in 
the bottom half of any income distribu- 
tion ranking of Hongkong residents. In 
1983, about 55% of the households in 
public housing had monthly incomes of 
less than HK$4,500. And for the first 
quarter of this vear, the median month- 
ly income for a public housing family of 
four was HK$4.460 compared with 
HK$5.479 for the overall population. 
Despite cómplaints that the rent- 


| doubling proposal skirted the broader 


policy issues, Leung Wat-tung. a geo- 
graphy professor at Hongkong Univer- 
sity and a member of the green paper 
committee, defends the proposal as 
necessary and justifiable. "We need to 
start thinking about what kind of à 
Hongkong we want in the next 12 
vears," she said, referring to 1997 and 
the return of Hongkong to China as a 
special administrative region. "If we 
need money for services and social wel- 
fare like housing. I don't think we will 
be independent. The green paper is à 
small step." 

Whether or not 1997 has any bearing 
on the green paper, the way govern- 
ment tackles the policy issues kicked up 
by the proposal will shape the future 
face of public housing. But in the near 
future, government may decide doubl- 
ing rents for a revenue gain of 
HK$425.8 million over five years is nol 
worth the aggravation o 
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the territory, with about 12?5 on Hong- 
kong Island, 15% in Kowloon and the 
majority in clusters throughout the New 
Territories 

Sin's squatter area is called Shau 
Mau Ping and includes about 12,000 re- 
sidents. Since 1983, as part of the gov- 
ernment's squatter improvement pro- 
gramme, Shau Mau Ping has been wired 
for electricity and water standpipes 
have been scattered throughout the 
camp that hugs the hills above Kwun- 
tong. A social worker who has done a 
profile of the residents said most would 
rather stay in their huts than pay the 
HK$600 a month rent currently charged 
in the new public housing estates 

Typical family incomes range be- 
tween HK$2.000 and HK$3,000 a 
month. Like most squatter areas, Triads 
control the sale of huts, and in Shau 
Mau Ping the current price i$ 
HK$30,000, the social worker said. 

When Sin first arrived in Hongkong, 
married, he rented a room in Kowloon 
for HK$400 a month. In 1983, fed up 
with his small room and high rent, he 
bought a 120-ft? hut for HK$12.,000. 

“Its a home and it's rent-free. For 
Hongkong that is lucky," Sin said. 

— Margaret Scott 
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hey were hard, those early years 
when Mock Shui-king and her 
young family were public housing 
rs. They were poor. One child 


followed another until they were a fami- 


of seven, living in a flat six feet wide 
Tan 10 feet long. 

Now they are called **well-off," and 
the government wants to double their 
rent. If a green paper proposal under 
consideration is implemented, Mock 
and her husband will be among the 
10,000 or so families in public housing 
facing a rent increase. 

Mock, a small but solid woman of 49 
who has earned her way as a cleaner, sat 
in her Kowloon flat and pronounced the 
proposal “too harsh for ordinary peo- 
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i A Family who climbed from poverty faces double rent 
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ple." Beside her was her son, a 26-year- 
old who won admittance to Hongkong 
University and now is the assistant man- 
ager of a West German bank's Hong- 
kong branch. 

“I’ve worked hard. I've tried to 
make life better for my children," Mock 
said. “Now the government says we 
have to pay double. Why do we have to 
pay more because we worked hard?" 

The path Mock and her family has 
taken from poverty to government- 
labelled peosperiiy spans the three de- 
cades public housing has given shelter to 
millions in this city of immigrants, 
mostly from China. 

The success of families such as 
Mock’s has given rise to the current de- 


| Fishermen’ s net interest 


Angry Malaysians cause hitch in pact with Bangkok 


By Suhaini Aznam in Kuala Trengganu 


esentment is growing among 13,000 
fishermen on Peninsular Malaysia's 
east coast over a Malaysian Govern- 
ment proposal to enter into a joint 
1) Thailand. for deep sea fishing with 
ailand. In fact, anger is so intense 
that Kuala Lumpur has had to make 
concessions and re-think the terms of 


| the agreement. 


Resentment of Thai fishermen — 
who Malaysians claim are often part- 
time pirates as well — is founded on 
centuries of encounters with armed 
Thais on the high seas. Now advances in 
- fishing technology have brought a new 
dimension to their rivalry. 

The proposed agreement is appa- 
rently at Thailand's behest. Malaysia 
agreed to the idea as a trade-off for 

cars of neighbourly cooperation. Joint 
rder security exercises, Thai permis- 
sion to Malaysia to build an anti-insur- 
| gem wall at strategic stretches along the 
order, and most recently, Lem 
for a vital dam on the upper Golok river 
— within Thai territory — to prevent 
regular flooding of thousands of hec- 
tares of Kelantan tobacco and paddy 
lands, all require some sort of quid pro 
quo. 

"We have always worked together 
with Thailand," explained Agriculture 
Minister Anwar Ibrahim to a gatherin 
of fishermen in Mengabang Telipot, off 
Kuala Trengganu. "We have received 
much. So when they ask for our coope- 
ration, we have to show our willing- 
ness." 

But local fishermen do not see why 
they have to be the victims of these 


bilateral trade-offs. To the Malaysian 
fishermen, the proposed fishing pact is 
tantamount to a licence to piracy. 
Trengganu fishermen are particularly 
wary because this has happened before. 
A Malaysia-Thai fishing pact in 1970 
had to be scrapped within months when 
hundreds of Thai boats headed for Ma- 
laysian waters, even though only a few 
had been given licences. 

Both the traditional, coastal fisher- 
men as well as the new breed of Malay- 
sian trawler fishermen guard their wat- 
ers jealously. Having overfished their 
own sea, Thai fishermen are now enter- 
ing Malaysian waters to make a living, 
according to the Malaysians. Indiscrimi- 
nate trawling by Malaysian fishermen 
has already reduced stocks, 

“If we sign a pact with the Thais, it | 
will only be five years at most before our 
waters are depleted,” said North Kuala 
Trengganu Fishermen's Association 
president Hassan Ismail, the state rep- 
resentative for Trengganu's nine fisher- 
men’s associations. 

Malaysian waters are classified into 
three zones for fishing purposes. Zone 
A is defined as coastal fishing, within 5 
miles of the base line of islands; Zone B 
stretches from 5 miles to 12 miles off the 
coast, and Zone C extends into Malay- 
sias exclusive economic zone where 
deep sea fishing is supposed to take 
place from 12 miles to 200. 

Although the finer details have still 
not been announced, local fishermen 
understand that the arrangement will 
call for Thai boats and combined Malay- 
sian- Thai crews. Compared with the in- 
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bate on whether tenants whose cours 
rises should have to move out of public 
housing and to what extent the income 
of children should be included in the cal- 
culation. 

In 1955 Mock considered herself 
lucky to be among the first tenants in the 
original resettlement estates built. in 
Shek Kip Mei. There was no kitchen or 
bathroom, but she no longer feared fire 
or typhoons as she had in her squatter 
hut. There was little space, but the fami- 
ly adjusted. 


Lom year they moved to another old 
estate, which had been renovated, 
and they now have two adjacent flats, 
each 250 ft? and each with a kitchen 
and a bathroom. The rent for each is 
HK$445 a month. 

Mock still works as a cleaner. Her 
husband works in a vacuum flask fac- 
tory. Together, they earn about 





dividually owned and smaller Malaysian 
vessels — usually between 5 and 15 
tons, using drift nets or hook and line — 
E- boats are larger, more powerful 
and far better equipped, and are usually 


owned by large companies. Local 
fishermen fear that the very use of Thai 
boats will mean the profits will not be 
equally shared. 


oreover, local fishermen were in- 
furiated by Fisheries Department 
director-general Tunku Datuk Ubaidil- 
lah Abdul Kadir's statement that they 
do not have the expertise for deep-sea 
fishing. “I used to fish 120 to 140 miles 
offshore, but every year | was forced 
closer and closer to shore by the, Thais 
and their guns,” said . Embong 
Mohamed, 65. “Today I fish three- 
quarters of a mile out. I've been running 
all my life.” 
Now Malaysian fishermen have shed 
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rms about HK$10,000 a month. His 
23-year-old sister, Michelle, who com- 
ed a music degree at Hongkong 
Mte last year, now earns about 
HK$6,000 a month teaching. 
| That tally puts them, under the green 
paper: proposal, which would include 
60% of children's income, in the dou- 
bjed-rent category as “better-off.” 
Next year, Leung plans to move out 
of his parents’ flat into a private flat. 
“Then my parents will be in a difficult 
position to pay the rent if the green 
aper goes through,” he said, explain- 
ing that without his income, his parents 
would still be over the green paper's in- 
come limit as long as his sister remained 
at home. 
In recent years, Mock and her hus- 
band have considered the government's 
home ownership scheme, but next to 





Thai fishing boats: resentment. 


their traditional docile image. Having 
tasted a better life, particularly through 
a concerted push by government, which 
spent M$11 million (US$4.5 million) in 
1980-82 to subsidise the purchase of 
boats, engines and fishing gear, the 
fishermen are fighting back. "Before 
you feed someone else's child, first 
make sure your own don't go hungry." 
stressed Sidek Ali, 42, one of the new 
breed of boat owners. 

Thus the nine Trengganu fisher- 
men's associations had no trouble in 
mustering support from brother associ- 
ations throughout the peninsula when 
they threatened to hold a fishermen's 
demonstration by closing off east coast 
estuaries with their boats on 23 Oc- 
tober. That threat was narrowly averted 
when Anwar personally went to Besut, 
north Trengganu, to assure the fisher- 
men that no pact would be signed with- 
out their consent. 
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Sparking ach reconsiderations was 
one of the main motivations for the 
green paper, go overnment officials say. 
Hongkong’ s housing policy, unlike 
Singapore’s, for example, has focused 
on building rental flats until recently, 
Now, with a class of tenants growing 
older and wealthier, the government 
has tried to steer the public sector to- 
wards home ownership. 


I" Singapore, where about 80% of the 
population lives in public housing as 
compared to Hongkong's 45%, this 
shift began in the 1960s. Now, largely 
due to a near compulsory system, about 
70% of Singapore's public flats are 
diode ias o To encourage home 
ownership, Singaporeans have been 
able to use their Central Provident 
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Meanwhile, the Malaysian marine 
police and navy have stepped up patrols 
— and seizure of trespassing Thai boats 
— in an effort to reassure fishermen that 
the government is protecting their in- 
terests. Fifteen Thai boats were confis- 
cated and 140 Thai crew arrested in Oc- 
tober this year alone, co d to 
seven boats for the whole of 198 

In Kuala Trengganu, these boats are 
lined up conspicuously along the two 
main harbours where fish are landed — 
Pulau Kambing and Chendering, wait- 
ing to be sunk offshore as artificial reefs 
and as an example to would-be intru- 
ders. 

But the skimpy Malaysian force — 
three marine police patrol boats, two 
navy craft, two Fisheries Department 
boats and one air force surveillance air- 
craft for the entire east coast — are 
hardly enough since the Thais simply 
wait and move in after patrol boats pass 
by, according to local fishermen. 

They also claim the fishermen them- 


selves do not particularly mind taking | 


the risk since it is the fishing companies 
which pay the fine and whose boats are 
confiscated, and even if they are jailed 
conditions in Malaysian prisons are 
good and it gives them a three-month 
“holiday” from the hard work at sea. 

To deter trawler incursions into 
coastal waters, the Malaysian Govern- 
ment recently announced it would 
spend M$4 million on artificial reefs 
along the east coast. under the Fifth Ma- 
laysia Plan with another M$1 million 
from Trengganu coffers. 

In Bangkok, the Thai Government 
has promised to put stricter controls on 
their fishing vessels. Meanwhile, Anwar 
is planning a visit to Songkhla sometime 
in November to discuss what measures 
can be strengthened to prevent Thai en- 
croachment. 

But while encroachment is the obvi- 
ous major, related issue, other prob- 
lems with the proposed pact run deeper. 
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| for three or four weeks at a time. 
_ fisherman pointed out. 









M s to p " rch ase 1 
since 1968. The p is fa 
monthly contribution of 23% of the 
worker's salary and a matching con- | 
tribution from the employer. If these 
funds were not available for housing 
purchase, they would be completely fro- 
zen until retirement. 

Hongkong has no CPF, and the 
number of home ownership flats is only 
a fraction of the total sector and 
the plan has failed to entice many public 
housing tenants. Since the programme 
began in 1978, about 50,000 units have 
been sold, but only 40% of them to pub- 
lic-housing tenants. On average, the 
units are sold at about 28% below mar- 
ket price. 

"My parents worried about ut 
eic ap rye when they get old 

"Now they are worried 

det the rent doubling and they don't 
know what to do." — Margaret Scott | 


In the growth years in the late 1970s and 
early 1980s, thousands of Trengganu 
youths left for the construction and ser- f 
vice industries in Singapore. The cur J 
rent hard.times in Singapore are forcing 
these youths home — jobless. In the 
traditional fishing enclaves of Besut and 


| Setiu, for instance, where other job op- 
| portunities are almost nil, the fishing ina 


dustry remains the easiest to drift in and 
out of, as youths work the boats owned 
by older fishermen. 


A in conservative Trengganu, fish- — 
ing is not just a means of putting y 
food on the table. Thus another argu- < 
ment for opposing the joint venture is a 
religious one — the Thais are not Mus- 
lims. “We have to return every Friday 
for prayers, they are able to stay at sea 

one 


In 1983, 72.8% of Malaysian fisher- f 


, men lived below the national poverty 


level. In efforts to raise their income, 4 
the government has tried to persuade | 
coastal fishermen into other occupa- 
tions — aquaculture, tobacco planting, 
farming on virgin land. Those livi 
near Kemaman, south Trengganu, 
where Malaysia s main offshore off ^ 
pipelines come ashore, have gained — 
prosperity through spinoffs from the oil - 
industry. 

But fishermen love the sea. And they 
stubbornly insist that with government - 
help and better marketing facilities, 2 
they can earn enough. Although they 
have mainly stopped selling to the 
Chinese middle-men, they still have 
very little control over w here and when | 
the fish is marketed. Ideally, they would ` 
like to get their catch to the west coast 
markets, but often find that Thai fish 
has arrived there before theirs. 

‘Lack of storage facilities is the major 
culprit. Not a single ice-plant exists for 


storing fish in times of plenty, so the | 


fishermen cannot control supply, and 
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. cause they have fish-freezing factories. 
Kuala Lumpur wholesalers say that 
. without Thai fish there would be a gen- 
| eralshortagein Malaysia. — — 
For local fishermen, this is insult 
_ added to injury. “First they steal our 
fish then they sell it back to us," raged 
~ uote x 
fisherman Wan Jaafar Ngah, 42. “The 
"Thais carry firearms and use them with- 
Jo Ss c 
Out a second thought. Sometimes when 
We go to retrieve our traps, they are 
there first and it is we who have to ask 
fo ission to take in our own catch." 
LLL The unjangs — coconut leaf traps 
RS. : 
| that provide attractive shelter for fish 
"during the pre-monsoon and monsoon 
| seasons, are expensive at M$50 per 
| trap. The fisherman drop about 100 un- 
- jangs in a circle at three different spots 
m hy capital outlay in traps of up to 
| M$5, 


“But knowing our traps are set there, 
id 
a 
Tail 
5 
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the Thai trawlers simply move in on the 
"area and rake our potential catch, traps 
-and all. We lose not only our income but 
our investment all at once." declared 
‘one angry fishermen. 
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ith such festering resentments, l0- 
WW cal leaders are hoping that the gov- 
‘ernment will reconsider signing the pact. 
With an election on the cards next year, 
and Trengganu a stronghold for the 
Opposition Parti Islam, the situation 
- has taken on definite political over- 
| tones. Apart from reiterating the 
|" threatened strike, Hassan has warned 
- that if the government persists in signing 
- the pact, his association will withdraw 
, Support from the National Front gov- 
- ernment. This is a strong stand from 
- someone who is himself head of a local 
- branch of the United Malays National 
| Organisation — the dominant party in 
| the ruling coalition. 

.—— A Udaidillah returned on 30 October 
— from two days of confidential talks with 
| his Thai counterpart, Vanich Vareekul 
- in Bangkok, but refused to comment. 
| But insiders in the fishing industry 
| understand that the Malaysian Govern- 
| nt is unperturbed, if not actually re- 
lieved, that the fishermen are protesting 
now. Their threats automatically give 
Kuala Lumpur a —— hand in facing 
- the Thais, especially if a rethink on the 
| proposed pact is required. o 
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| CORRECTION 

In the 19 September issue of the REVIEW, we 
published an article on the press in Pakistan 
which contained a comment about the Daily 
Jang to the effect that it had acquired new tech- 
nology and real estate on concessional terms in 
exchange for editorial support for the regime of 
the lute president Ayub Khan. 

We now wish to withdraw the suggestion that 
Jang's editorial policies were determined by 
such concessions or that the newspaper's pub- 
lisher editor was motivated by factors other 
than what he perceived to be the public in- 
terest. Any embarrassment caused to Jang's 
founder publisher Mir Khalilur Rehman is re- 
gretted. 
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Bangkok is cautious about Soviet 'friendly' trade deals 


By John McBeth in Bangkok 
Th Soviet Union is trying hard to 
forge a closer relationship with Thai- 
land, using the kingdom's economic 
problems and a range of other methods 
— including a US embargo on Thai gar- 
ments — to get its foot more firmly in 
the door. The Soviet commercial offen- 
sive, as intelligence agencies are calling 
it. raises questions over just how far 
trade can be expanded and has already 
led to disagreements among Thai offi- 
cials over what approach to take. 

National Security Council. secre- 
tary-general Sqdn Ldr Prasong Soon- 
siri has warned that the Soviets are 
merely trying to exploit a worrying 
situation brought about by an across- 
the-board drop in 
commodity prices 
and increased pro- 
tectionism in West- 
ern markets. 

“They are trying 
to divide us and 
create conflicts 
among us,” he told 
the REVIEW in an in- 
terview. "Our office 
is not opposed to 
trade [with the 
Soviets], but you 
have to be careful 
before vou do busi- 
ness with them... 
we don't like them 
making conditions.” 

The Soviets have 
certainly been busy. 
Following a visit in 
July by Anatoly 
Zaitsev, the head of 
the Soviet Foreign Ministry's Southeast 
Asian bureau, the Thais played host in 
September to representatives from the 
Moscow-based Thai-Soviet Friendship 
Society, who are seeking to open a 
branch in Bangkok, and then in late 
October to a parliamentary delega- 
tion led by Vice-President Akil Sal- 
minov of the Supreme Soviet Presi- 
dium and Economic Minister V. G. 
Ivanovitch. 

In a move clearly designed to make 
—— capital out of the current US 

arriers against ready-made Thai gar- 
ments, Ivanovitch offered to buy more 
of these products — and threw in a visit 
to Bangkok garment factories for good 
measure. Less than a week later, Thasos 
Shipping and Agency Co. Ltd, which 
represents Soviet shipping interests, ap- 
proached the Thai Foreign Trade De- 
partment and offered to spend its in- 
come from freight on Thai cargos to 
make garment purchases. Trade 
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sources point out, however, that the 
Soviets had already committed: them- 
selves to buying garments and that 
Thasos has used the same financing 
mechanism for some time to buy goods 
in Thailand and in other developing 
countries. 

Although it may have seemed trans- 
parent to Thai officials, the Soviet offer 
did draw a responsive chord from union 
leaders who have been urging the gov- 
ernment to take more effective counter- 
measures against the US trade barriers, 
including improving trade with the 
Soviet bloc. 

The US embargo came into force on 
8 October because the Thais were 30% 





over their quota. It will only be lifted at 


the end of December. 

Opposition Chart Thai leader 
Pramarn Adireksarn has added his 
voice to the debate, saying in a recent 
interview that it was time for a more ba- 
lanced Thai relationship with thé two 
superpowers. ; 

Since a formal agreement was signed 
between the two countries in 1970, 
bilateral trade has been inconsistent and 
always in favour of Thailand. The best 
year was 1981, during the US grain em- 
bargo against the Soviet Union, when 
Thai exports worth Baht 6.75 billion 
(US$260 million) were shipped to the 
Soviet Union, compared with imports 
amounting to Baht 328 million coming 
the other way. | 

But despite continued orders for rice 
(194,000 tonnes this year), tapioca 
(71,700 tonnes last year), maize 
(423,982 tonnes in 1984) and sugar, that 
level has not been maintained, and last 
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year exports were valued at only Baht 
1.72 billion, putting the Soviets well be- 
hind such countries as China — one of 
the main reasons why Prasong feels jus- 
tified in opposing a recent embassy pro- 
posal to establish a  Thai-Soviet 
chamber of commerce. 

One of the keys to the new Moscow- 
directed game plan is believed to be 
Ambassador Valentin Kasatkin, a per- 
sonable tennis-playing career diplomat 
who has just completed his first year in 
Bangkok. A reputed economic expert 
with previous posts in Uganda (1973-75) 
and Kenva (1975-82), Kasatkin is the 
first Soviet ambassador to live outside 
the embassys Sathorn Road com- 
pound. He has made it clear that he 
waünts:to have better people-to-people 
contacts and under his guidance there 
has been a noticeable change of em- 
phasis in Soviet activities. 

Phere are 86 Soviet nationals accre- 
dited to the Bangkok embassy (com- 
pared with only 10 Thais with diploma- 
tic status in Moscow) and intelligence 
sources say that as many as 50 have 
either been identified or are suspected 
of working for the KGB or the GRU 
(the KGB's military equivalent) — in- 
cluding a significant number in what ts 
generally considered to be an over-staff- 
ed trade office. The last known KGB 
resident was Eugueni Karavaev, who 
left} after only a two-year posting in 
1980. and it is now thought the Soviet in- 
telligence presence is split between the 
embassy itself and the Bangkok head- 
quarters of the UN Economic and So- 
cial Commission for Asian and the 
Pacific. 





hai security agencies have been con- 

cerned for some time over the Soviet 
recruitment of so-called agents of influ- 
ence among politicians, government of- 
ficials, journalists and academics, even 
if there are serious doubts over just how 
successful they have been. Considering 
Soviet concentration on major com- 
panies with a wide variety of business in- 
terests, Prasong has said his chief worry 
liesin the linkage between senior execu- 
tives of these concerns — a number ot 
them concurrently politicians them- 
selves — and leading figures in the poli- 
tical and military fields. 

As he told the English-language 
daily Nation Review: “Through these 
ties, the Russians have a good opportu- 
nity to recruit agents of influence and by 
offering benefits to these business en- 
terprises, they hope the companies will 
apply pressure on the government in the 
interests of the Soviet Union. 

Thai Foreign Ministry and Western 
diplomatic sources agree that po- 
litical opportunism lies behind much 
of what the Soviets have been do- 
ing. “The Thais are desperate to find 
markets for their commodities: and 
under these circumstances the So- 
viets can play their political game 
much said one diplo- 


more easily,” 
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A sound banking system matched to new banking needs. 


In these and other areas of international banking Saitama Bai 
has established its capability and creadibility worldwide. Fo! 
40 years we've built our solid base and sound banking syster 


Trade financing? Syndicated loans? International securitie 
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the Tokyo metropolitan area, Japan S vigorous economic cente | 
Saitama Bank is fast-growing and forward-looking: Changs 

oriented.Positive. And assertive — as seen in electroni 

banking technology. Grow together with Saitama Bank sound 

experienced and flexible in matching its services to new 

banking needs 


The Japanese bank that helps you grow 


SAITAMA BANK 
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textile than that which is manufactured 
in Thailand, he doubted whether the 
Soviet Union would offer any real alter- 
native to the US market. He also 
pointed to the up-and-down nature of 
overall trade with the Soviet Union and 
said the Soviets had failed to respond to 
Thai proposals made several years ago 
for longer-term arrangements. Other 
sources underlined the difficulties the 
Thais find in selecting suitable goods to 
buy from the Soviets. 

Thai officials feel the volume of 
trade does not justify the establishment 
of a Thai-Soviet chamber of commerce 
and Prasong told the REVIEW he par- 
ticularly did not like the Soviet. pen- 
chant for setting conditions. This was 
apparently a reference to a Soviet offer. 
made through the embassy in October, 
to place orders for more agricultural 
goods if the Thais would agree to extend 
an invitation to Deputy Prime Minister 
Yacob Ryabov before or after his plan- 
ned visit to Indonesia. Soviet diplomats 
reportedly broached the subject of 


opening a chamber of commerce at the 


same time. 


here has been little open debate on 

this specific issue, but the question 
of establishing a Thai-Soviet friend- 
ship association appears to be a good 
deal more thorny. A day after Prasong 
publicly opposed the idea, claiming it 
would facilitate Soviet infiltration of 
Thai society, he came under strong criti- 
cism from house of representatives 
speaker Uthai Pimchaichon. 

Questioning the security chief's 
authority over parliament, Uthai said 
he saw nothing wrong in such an asso- 
ciation and considered it would serve 
to improve bilateral relations in much 
the same way as the officially sanc- 
tioned Thai-Chinese Friendship Asso- 
ciation. 

Prasong contends that the Chinese 
association is justified by the fact that 
there are strong family ties between the 
two countries, with an estimated 
200,000 Overseas Chinese living in 
Thailand holding either Chinese pass- 
ports or alien-resident permits. “When 

ou look at the Soviets, there are none 
feedinary citizens] — only officials," he 
said, "so the people-to-people contacts 
are different." He also pointed to 
China's support for Thailand over the 
Cambodia issue and added meaning- 
fully: "The intentions of the Chinese 
and the Soviets are different." 

Moscow's attempts to validate the 
association date back to 1979 — the year 
which also marked the beginning of 
inter-parliamentary contacts — when 
Soviet officials unilaterally announced 
its establishment at a function attended 
by then prime minister Kriangsak 
Chomanan, the first Thai head of gov- 
ernment to visit the Soviet Union. oO 








in economic affairs. | 
A ministerial spokesman said that | 
. because the Soviets require a thicker 
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Thais tighten c control over who studies in the Soviet Union 
D lunch with a Thai diplomat in a Moscow restaurant in November 
1984, Thai medical student Boonthiang Kochaphan discovered the bag 
containing his passport had been stolen. Although he reported the crime to the 
ner and obtained a Soviet-validated temporary identity card from his em- 
assy, he was arrested by KGB agents seven months later on charges of violat- 
viet immigration laws. 
Boonthiang was bundled forcibly into a car by four security men and taken 
to Moscow's Petrovka 85 prison where he was held for 10 days — from 27 June 
to 8 July — before friends discovered his whereabouts and embassy counsellor 
Sawat gemens managed to secure his release. But even now the 28-year- 
old student has no real idea why he was detained or indeed whether, as Thai 
security officials have implied, he was the intended target of a plot to com- 
promise him. “They didn't hurt me," he told the REVIEW, “but their manner 
was very threatening." 

The case, which only became public recently, has been used as ammunition 
by Prasong in seeking closer government —— of Soviet education 
scholarships which up to now have been offered without the prior approval of 
Thai authorities. In late September, the Foreign Ministry called in Soviet Am- 
bassador Valentin Kasatkin and told him that any further scholarships should 
—— correct official channels. Kasatkin undertook to provide a list of | 
the Thai students currently in the Soviet Union, but ministry sources say by 
early November they had still not received it. 

ai officials decided to act because of a significant increase in the number 
of under-the-table scholarships being offered to Thai students — up from five 
in 1979 to 73 this year, according to the of- 
ficial count. Prasong says at least one 
former Communist Party of Thailand 
defector has acted as a middleman for 
Soviet diplomats in approaching pros-. 
pective candidates, many of them poorer | 
students who would not normally have the 
opportunity to study abroad. He claims 
other Thais working for the Soviets' official 
Tass newsagency and the Soviet Informa- 
tion Office have also been active in the pro- 
gramme. 

There appears to be little concrete evi- 
dence at present to suggest that any of the 
students have been compromised or re- 
cruited by Soviet intelligence agencies. 
But in his only comment on this possi- 
bility, Prasong indicated that suspic- 
ions do exist. “We don't want to say just 
yet who are working for the Soviets and who are working for themselves, he 
said ,* , 


Boonthiang, a graduate in clinical psychology from —— Kasetsart 
University in 1981, said he approached the Soviet Embassy himself to seek a 
medical scholarship because he knew a friend who had done the same thing. 
He spent a year in the Soviet Union learning Russian, and was then admitted 
to a five-year course at the Ist Medical Institute of Moscow. But it was not long 
before he became disillusioned. He said the dormitory he lived in was too 
cramped, the Rbl 80-a-month (US$28) allowance insufficient to cope with the 
cost of living, and the teaching methods outmoded. Only two days before his 
passport was stolen, he resigned from the institute because he thought he was 
wasting his time. 

During his two years in the Soviet Union, Boonthiang said he was aware of 
Thai students enrolled in universities in Moscow, Leningrad, Kiev, Krsnodar, 
Rostoy and Baku. Only two, he recalled, were studying political science — 
one of the disciplines that Thai authorities do not approve of for those seeking 
a Soviet education. f 

There are no laws in Thailand to prevent individual private students from 
accepting scholarships, though according to a cabinet resolution in 1978 civil 
servants who want to pursue studies in communist countries are only permit- 
ted to take — courses in pure sciences and te . Itis under- 
stood the Soviets began making direct contacts with e candidates 
after approaches through the Foreign Ministry and the Department of Econo- 
mic and Technical Cooperation failed to bear fruit. — John McBeth 
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Prasong: close supervision. 
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"rust is gold. In New York,too. 


From Cariplo, headquartered in Milan, comes 
another important financial operation at international level 
Our New York representative office has been upgraded to a full 
service branch at 650 Fifth Avenue, New York, NY 10018, 
Telex: WU 649087, Phone: (212) 541 6262. 

Here the Cariplo group will offer the expertise and trust derived from over 
160 years of banking and financial services from more than 500 on-line 
branches in Italy and over 1200 correspondent banks 
The New York branch will complement the services already 
provided by the London branch and the representative 
offices in Brussels, Frankfurt, Hong Kong and Paris. 

It's a new location to keep you in tune with the world's economy 
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billion-dollar Dallas-based corporation with projects in a dozen nations 
that surround or are surrounded by the Pacific Ocean. 


— But our commitment to the Asia Pacific wasn’t born yesterday. We have 
.. been growing in partnership with you since 1962. 


: Ds Shamrock is oil and gas, chemicals and coal. It is a multi- 


| Today, among other things, our /ndonesian oil is a major energy source 
for your utilities and your industry. Our billion tons of Alaskan coal is 
being readied for your boilers and furnaces. Our chemicals are helping 
your textile and electronics industries grow and prosper. Fully a third of 
this Fortune 500 company's assets are in the Asia Pacific. 


Diamond Shamrock’s partnership with Asia has been a rewarding one 
for both sides. We are actively seeking new ways to make it even more 
rewarding, For you as well as for us. s. Please write for our new booklet, 
“Helping Asia Grow.” 


& Diamond Shamrock 


The resourceful company 





Diamond Shamrock Corporation ^ Diamond Shamrock Corporation 
18/F., St. John's Bldg. . . imperial Tower 1-1, 1- -Chome 
33 Garden Road ^ ^ Uchisaiwai-Cho = 

Central, Hong Kong | Chiyoda- ku, Tokyo 100 Japan 
Tel.: 5-212435 . ‘Tel. 3-593-3411 


Telex: 65-301 DSPRC HK — — Telex: J34313 DACC TYO 











— your ons bank must be strong. 





Tomorrow's financial needs will demand that long 
term assurance. 

Projects based on complicated financial relation- 
ships call for a strong partner to collect the skills and 
resources of all involved and to focus them correctly. 

Deutsche Bank can give your business the strong 
focus it requires: through total assets of more than 
US $ 83 billion, ranking us among the world's largest 
banks, through our presence in 56 countries around 
the world and through the combined experience of 
our staff. Plus, of course, our Number One position in 
Germany. Our partner European Asian Bank offers 
additional services in 14 Asia- Pacific countries. 

Put us to the test. 











Central Office: Frankfurt am Main/Düsseldort. Foreign branches: Aritwerp, Asunción, Barcelona, Brussels, Buenos Aires, H Kor 


Osaka. Paris, Sáo Paulo, Tokyo; Representative Offices: Beijing, Bogotá, Cairo, Caracas, Chicago. istanbul, Johannes 
oya. Rio de Janeiro, Santiago de Chile, Sydney, Tehran, Tokyo. Toronto; Subsidiaries: Deerfield/ll.. Geneva, E 
ich European Asian Bank in: BENGKOK: Bombay. Colombo, Hong Kong, Jakarta, Karachi, Keer Lahore i 
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DID YOUR 

COMPANY 

MAKE THE 
‘REVIEW 600? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
history. 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 
products and many, many 
more. 


As the world’s premier publi- 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes- 
sions more cost effectively 
than any other publication in 
Asia. 


To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600. 


For a composite of every ad- 
vertisement carried write, on 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd. 
GPO Box 160, Hong Kong 





Finally, a hotel with e 


hen you come to think of it, 
superior hotel service is largely a 
function of memory. 

They remember your name from 
your last visit, the kind of liquor you 
prefer, and have it stocked in your 
room. They see to it that your wake-up 
call is right on time, and in your native 
language. It's the little things they 
remember that make the difference. 
Which is why alot of seasoned travel- 
lers prefer small hotels with really 
personalized service. 

However, this kind of service is no 
longer the exclusive province of the 
tiny hotel. With Nixdorf's new Hotel 










Management System, even the 
largest hotel can remember the tinies: 
detail, and anticipate every little whim 
It can make every single guest feel like 
a V.l. P. who has been singled out for 
extra-special service. 

The Nixdorf system starts with ad- 
vanced reservations for individual 
groups. This way, it gives the hotel 
staff full control of its business, 
guaranteeing that the right room will 
be available when it is needed. 

And the system does much more. 

It records pay-TV usage, and bills 
automatically. In concert with a PAB? 
system, the computer can re-route 


sry possible service you can think of 
RECEP 
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incoming calls to the reception desk, 
or any location in the hotel. It can also 
automatically charge all outgoing 
calls to the guest's bill. The system 
logs in restaurant and valet services, 
secretarial services, and so on, so that 
billing is quick and up-to-date at 
check-out time. 

On the management side, the 
Nixdorf system provides detailed in- 
formation, helping management to 
plan and project better, how to run the 
operation more efficiently, and how to 
maximize profits while providing even 
better service. Nixdorf supplies it all. 

In fact, Nixdorf is the only company 
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in Asia which supplies the total sol- 
ution. We supply all of the necessary 
hardware, including point-of-sale ter- 
minals in restaurants and bars, and 
the digital PABX system. We provide 
all of the highly sophisticated soft- 
ware, the training, and the after-sale 
service. So, if you're running a hotel 
anywhere in Asia, you have only one 
name to remember: Nixdorf. 

Nixdorf Computer (S) Pte. Ltd. 
Regional Office Asia Pacific 
3-07-01 NOL Building 
456 Alexandra Road 
Singapore, 0511 — Tel.: 2 74 11 00 
Telex: RS 557 00 NIXREG 
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Australia, Telephone (02) 4 39 54 77 
Hong Kong, Telephone (05) 20 22 22 
Indonesia, Telephone (021) 51 49 16 
Japan, Telephone (03) 4 40 03 51 
Korea, Telephone (02) 7 35 01 31 
Malaysia, Telephone (03) 66 03 62 
New Zealand, Telephone (09) 39 98 66 
Singapore, Telephone 2 74 11 00 

Sri Lanka, Telephone (01) 57 55 45 
Thailand, Telephone (02) 2 35 33 12 
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n Singapere where else 
ut the Shangri-La. 








A world of tropical tranquility, 
attentive yet never obtrusive service, 
warm welcomes and thoughtful 
touches. 

The Shangri-La, not necessanly 
the most expensive, simply the best. 

Come and enjoy the pleasures 
and comforts of one of the finest 
hotels in the world at affordable 
prices. 
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SS ShangriLa hotel 


Shangri-La International: Singapore 737 3644 * Hong Kong (5) 242 367 


è Kuala Lumpur (03) 486 536 * London (01) 581 4217 SINGAPORI 
e USA & Canada (800) 457 5050 € Australia Std free (008) 222 445 
e Tokyo (03) 667 7744 A SHANGRI-LA INTERNATIONAL HOTEL 
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Shangri-La Singapore. Shangri-la Kuala Lumpur. Shangri-La Bangkok (Open 1986). Shangri-La Beijing (Open 1987). 


Are your processing units 
using vast amounts of energy to do 
what significantly less could 
accomplish? 

This is the typical situation 
in most refineries and chemical 
plants today. Most of the process- 
ing industry was designed years 
ago, when energy costs were low. 
Design and equipment decisions 
that were economical then would 
not be cost-efficient today. 

That’s why we have the 
Foster Wheeler Energy Conserva- 
tion Group. Its sole purpose: to 
use our process knowledge to 
identify and attack sources of en- 
ergy waste in existing refineries 
and chemical plants. 

A Foster Wheeler energy 


audit/ process survey will examine 


your operation for the fifteen 
major causes of needless energy 


loss, to help you drastically reduce 


your energy costs. 

Not only will we discover 
what the problems are, but we can 
handle every phase of the work 
essential to correcting them. 

For one customer, we de- 
signed a new heat recovery system 
that eliminated the need for an ex- 
isting 20 million-Btu fired heater. 


For another, we optimized a crude 


preheat train to save $3 million 
in fuel the first year alone. 

Foster Wheeler has been in- 
volved in energy conservation de- 
sign work for major corporations 
around the world. Tackling the 


Job every ste] 
tial energy audit 
evaluations throug! 
and construction 

W ant to know mo! 
for our brochure on ene 


servation. When tl 


the job with the opti! 
ture of energy, we ll 
strike just the rig] 


Foster Wheeler Z 
Hong Kong Ocean ( 
Tel: 3-721-1711 Tb 
Singapore — Shaw í 


Tel: 733-5216 Tix: RS3 


FOSTER l7 WHEELER 


Sure, it does the job. | 
But is it energy efficient? 





More and more people are 
discovering that Canon 
Copiers really do everything a 
copier should. Of all new copier 
installations worldwide, more are 
Canon than any other (Source: 
Dataquest Research 1984), 


Feature for feature, price for 


price, Canon leads the world 

Backed by a comprehensive and 

dedicated after sales and service 

team. 

Contact your nearest 

Canon dealer and let e, AS 

us earn our reputation ye F 
AexicoBó 


with you 


CANON SINGAPORE PTE LTD For further int 
Malaysia Mulpha Trading Sdn Bhd (Canon D 





ESTA COPIERS 







The Canon NP-7550 is twice as good. 
It copies both sides! 

With just finger-tip operation, 
the NP-/550 produces either one- 
sided or two-sided copies, from 
either type of original. This 
saves both paper and space 

With automatic print 
capability for both sides and 
automatic paper selection with 
magnification, you get more out of 
the NP-7550, including low-cost 
printing with 1% change in image 
sizes when you need it. What's 
more, the high speed of 50 copies 
per minute and large volume 
collating in a 50-bin sorter cut 
printing time. 


0 Indonesia P T SAMAFITRO Jakarta Tel 355521 


11 Thailand FMA Corp Ltd. Bangkok Tel 235-0156 
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Performance 


The mark of a successful bank 





In the area of investment advice and portfolio 
management you will appreciate the inter- 
national experience of a bank that is committed 
as much to the security of your investments 

as to their growth. 


UBS - the bank committed to performance. 


Branch Offices in Asia 
Union Bank of Switzerland 
The UBS presence in the 13th Floor, 


major financial centers Gloucester Tower Union Bank of Switzerland 
of the world: 11 Pedder Street 50 Raffles Place 
Hong Kong * 38-01 Shell Tower 


London : New York 


Los Angeles : Houston: Union Bank of Switzerland Singapore 0104 


Toronto : Panamá - Yurakucho Building Head Office 
Luxembourg : 10-1, Yurakucho 1-chome Union Bank of Switzerland 
Monte Carlo : Singapore : Chiyoda-ku Bahnhofstrasse 45 





Hong Kong: Tokyo : Tokyo 100/ Japan CH-8021 Zurich 





We’re giving non-stops 
the ** light. P 


At Cathay Pacific, we believe the faster we get you to your destination, the better shape you'll be in when you arrive. 





So wherever possible, even when long distances are involved, we fly you non-stop. 

We're still the only airline that can fly you non-stop from Hong Kong to both London and Frafkfurt. And back 
Together with our 747 non-stop flights between Hong Kong and Vancouver, and the first ever non-stop service 
between Hong Kong and Rome", they torm a unique group of services designed to help you spend less time in the air 
A case of really pulling out all the stops to help vou arrive in better shape 
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€ HAS any reader of this column, by 
any chance, a spare US$200,000 to 
spend annually in a good cause? It 
seems little enough in these days when 
one reads daily of millions being given 
away by fat foundations, image-bur- 
nishing corporations and  philan- 
thropists wooing posterity. But that ts 
the sum needed to save a most valuable 
institution. 

At risk is the Universities Service 

Centre in Hongkong which, since the 
early 1960s, has been providing facilities 
and a library for scholars doing research 
work on contemporary China. More 
than 2,000 writers and scholars have be- 
nefited from its superb library of 
Chinese books, periodicals and news- 
papers, the latter dating back to the 
1950s, and from the centre’s access to 
recent arrivals from China. 
@ A VERY large number of the scho- 
larly books on contemporary China 
published over the past two decades 
have been partially researched and/or 
written at the centre and the list of au- 
thors who have benefited reads like a 
Who's Who of China Experts: Ahn 
wb, Pata Hugh Baker, Doak Bar- 
nett, Thomas Bernstein, Parris Chang, 
Jurgen Domes, Audrey Donnithorne, 
Lloyd Eastman, Stephen FitzGerald, 
Ed Friedman, John Gittings, Merle 
Goldman, Christopher Howe, Chal- 
mers Johnson, Joseph Levenson, John 
Lewis, Perry Link, Lucian Pye, Evelyn 
Rawski, Robert Scalapino, Franz 
Schurmann, Benjamin Schwartz, 
Richard Solomon and Ezra Vògel — to 
name but a few in alphabetical order 
who have written in English (the full 
lists covers many languages, including 
books in Chinese, by authors such as 
Chang Hing-ho, and in Japanese by the 
likes of Shinkichi Eto). Many other vol- 
umes are in the pipeline. Of the centre’s 
scholars, just over 50% have been Ame- 
rican, a quarter from Asia and just over 
20% from Europe. 

Directed by John Dolphin, the 
centre runs on a shoestring at an aver- 
age cost per scholar of just over 
US$1,000, funded by a total annual 
budget of about US$200,000, including 
rent and salaries. The main sources of 
the centre’s funds have been the An- 
drew Mellon Foundation, the National 
Endowment for the Humanities and the 
Ford Foundation plus tiny contributions 
from Princeton and the Australian Na- 
tional universities (the Henry Luce 
Foundation cut off funds last year). It 
now appears certain that the rest of the 
funds will disappear. 

e THE trouble is, of course, that 
those with money to give away today are 
funnelling it all into China itself which is 
generally regarded as "sexier" than à 
modestly run Hongkong institution. 
China looks better in the eyes of the var- 
ious trustees, it appears, and the argu- 
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ment that Hongkong plays and will play 
an ideal host for such scholastic activity, 
in an academically free environment, 
falls on increasingly deaf ears. And who 
knows what the fate of the centre's in- 
valuable library will be if handed over to 
a university which cannot guarantec its 
future accessibility and safety? So, 
WANTED: A foundation or firm with a 
little imagination, ready to take over a 
modest going concern of proven worth. 
e PYONGYANG goes on assiduously 
preparing the way for the dynastic take- 
over from Great Leader Kim Il Sung to 
Almost Great Leader Kim Jong Il with 
all its characteristic po-faced solemnity 
and insensitivity to its audience. Thus à 
recent edition of The New York Times 
carried a full-page advertisement for a 
new publication, the official biography 
of the Heir Apparent: 


Korea Has Given Birth To 
One More Great Hero 
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Somewhere in there is the seed of an 
idea for an item in a musical satire, sung 
to the tune of a traditional English hunt- 
ing song: “D'ye ken Jong Il in his coat so 


gray? D'ye Kim Jong II at the break of 
day...” and so on. But things are stir- 
ring. The most recent edition of one of 
North Korea's many propaganda 
magazines Korean Youth and Students 
featured a photograph of the elder 
Great Leader wearing a Western-style 
suit, tailored with all the fashion-con- 
sciousness once displayed by Nikita 
Khruschchev, a panama hat and dark 
glasses — a pep which made him look 
not so much like a Great Leader as a 


Mafia godfather: 





e DOES this reflect a new surge of in- 
fluence of the part of door-opening Pe- 
king? Certainly Saatchi and Saatchi 








have not yet been put in charge of copy- 
writing the blurbs accompanying such 
astonishing new images. A recent edi- 
tion of yet another propaganda 
magazine Korea Today carried an arte 
cle on the modernisation of Hungnam. 
port in which the writer found "Immor- 
tal Traces" of visits of both Father and 
Son. It ended on a purple note: "Before 
| knew, the sky over Hungnam DOF 
began to blaze with evening glow. Sem 
gulls were flying high up in the sky asf 
they could not forget that glorious day 
when Comrade Kim Jong Il visited the 
port.” Even the seagulls ken Jong I. — 
€ THE prose in the South of the par 
titioned country is no less inspired- 
Javed Masud recently purchased a poc- 
ket comb in Seoul and, as it was a states 
of-the-art product, the manufacturers 
thoughtfully enclosed detailed instruc- 
tions for its use: T 
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years Como 16 a rarely iAdiapensabia necem — 
sity with a long penod of time mor than any 
ohar article. As tar as the har Of the head Grows up. 
COM will be continued to develope and regularly used 
by mankind l 
















Prevention of Static Electricity l 
This comb i$ made with metallic matene! in order to decrease Ihe — 
weak point of Products-slahe elecincty and A-s Gengred — 
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making ihe bes! use of sense of beauty and hardness 


Locking up setting | 
AS you pul comb in your body, the eject switch goes back autorial 
Cally and i returns to lock-up state 

Oniy, take off your hand in this operation 


Automatica! Eject 


As shown in ine drawing. hokd body and shghhy push me eject ch 
ahead with the great toe Then comb sonngs oul bohy 


Clip i 
Jack comb can be stuck into DOCKET by shm type, and shape and moe f 
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€ FATHER T. F. Doody S J was des- ~ 
perately looking around for succour and. 
release on the railway platform of 
Kushiro in Hokkaido, Japan's northern. 
island a few weeks ago. Only some- 
knowledge of Chinese characters ene 
abled him to recognise that sanctuary 
was near at hand: 






































After a decade of 
—* organising and 
ive years of rapid po- 
litical and military re- 
> cruitment, the com- 
| munist insurgency in 
2 5. the Philippines has 
- = taken a qualitative 
leap in importance. Regardless of its ac- 
ja military strength or effectiveness in 
organising farmers and workers, the in- 
urgency is now perceived by many at 
10me and abroad — principally in the 
JS but now also in Japan and Asean — 
s the Philippines’ dominant long-term 
xoblem. 
In the two years of political and eco- 
omic crisis since the assassination of 
)pposition leader Benigno Aquino, the 
isurgency has become an important 
iriable in the instability surrounding 
"resident Ferdinand Marcos' regime. It 
ow has enough clout to influence the 
lispositions of major players involved 
n the transfer of power once Marcos 
eaves the scene, or even before that. 
The presidential election currently 
;osed for 17 January could be critical, 
dete — firstly whether non-violent 
neans of change will be permitted and 
econdly whether, if a new regime came 
o power, it would be able to spike the 
ppeal of the Left led by the Communist 
Party of the Philippines (CPP). It may 
how whether there is still a viable alter- 
ative between the Marcos system 
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THE 
RED 
TIDE 


Currently almost all 
Philippine political 
parties — pro- and 
anti-government 
Filipinos, Washing- 
ton, the American 
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RED 
TIDE 


Bi public and US Asian 
-— ies — to be- 
lieve, or at least pretend, that the US 


has far more 
than it really 
. Sen. Paul Laxalt’s meeting with Pre- 
sident Ferdinand Marcos on 13 October 
at the request of President Reagan is a 
«ase in point. It enabled the US to put 
some distance between itself and Mar- 

)s, and give heart to the moderate op- 
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media to bear on the weaknesses of 
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The Left advances as the president divides more than rules 


Marx, Mao and Marcos 


| y Guy Sacerdoti and Philip Bowring in Manila 





GUY SACERDOTI 


Insurgent graffiti: appeal of the Left. 


which is corrupt, indisciplined, easy- 
going and spasmodically brutal and a 

PP which is clean, xenophobic, dog- 
matic and purposefully ruthless. 

Until recently, observers viewed the 
CPP or its military arm, the New Peo- 
ple’s Army (NPA), as merely an irrit- 
ant. But its rapid growth and successful 
use of propaganda against Marcos and 
the Armed Forces of the Philippines 
(AFP) suggest that it has a real chance 
of eventually controlling the central 


T e ‘all-powerful’ US 
with its hands tied 


the government, underlining the dan- 
gers of communism should military and 

emocratic reforms not be introduced. 
It Per thereby eased the passage of 
aid through a US Congress now satisfied 
that the Reagan administration was ap- 
plving pressure to Marcos, but that the 
fight against communism and for the 
preservation of US bases must be sus- 
tained with modest military and econo- 
mic assistance. 

So in Sarpan, congressmen 
voted for aid to help defend the bases, 
and in Manila the moderate opposition 
cheered what they saw as US pressure 
for clean elections, a constitutional 
succession and a professional army 
without abuses and without Ver, who 
has beer on trial for his alleged in- 
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government, or more immediately in- 
fluencing policies, for example, towards 
US bases through united front policies 
and personalities. 

Apart from polarisation between the 
NPA and the AFP, the past year or so 
has seen the centre of gravity of the legal 
opposition shift leftward, weakening 
the chances of centre/Right opposition- 
ists such as Salvador Laurel and Eva 


Kalaw. 
Tu move is evident in the growth of 
Bagong Alyansang Makabayan 
(Bayan) as a national movement. 
Bayan, which means nation, grew out of 
the Coalition for the Restoration of 
— —— which emerged after the 
Aquino killing with the aim of keeping 
issues other than Aquino and Marcos 
(for instance the US bases) alive. Bayan 
now encompasses elements of the Marx- 
ist Left (church as well as CPP}: plus 
cause-oriented groups and traditional 
nationalist politicians, academics’ and 
even businessmen. Although its left- 
ward drift has lost it support of some im- 
portant figures such as lawyer: Jose 
Diokno and Aquino’s brother Agapito 
(Butz), its national organisation makes 
it a force to be reckoned with in elec- 
toral politics as well as in demonstrations. 
Despite the recent emphasis on re- 
cruitment and military activity by the 
NPA, the major achievement of the 
CPP in the past two years has beeh'more 


volvement in the assassination of Be- 
nigno Aquino. But all the US talk has 
changed little so far. 

US frustration with Marcos is deep, 
its fears that communism will grow 
while he remains is real. But even were 
it willing to dump unceremoniously (ala 
Diem) an old ally — to whom Reagan 
and Vice-President George Bush have 
paid personal tribute — the US cannot 
deliver Marcos’ head on a platter, can- 
not arrange a coup or decree a clean 
presidential election or, indeed, get rid 
of Marcos in any way short of assassina- 
tion. 

However impoverished the Philip- 
pines may be, the sort of pressures 
which can be applied through the World 
Bank, the IMF and direct aid are'limited 
and slow acting. Democratic op- 
positionists — even if the US could give 
them more than verbal support — must 
be wary of being seen to have US links. 
Meanwhile, the war against insurgency 
must go on. nes unius 
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political than military. The NPA has ex- 
anded its direct influence in more iso- 
ated regions from northern Luzon 
down to the backwoods of Mindanao. 
But it is the growth of CPP political 
fronts encroaching on urban centres in 
the provinces which is causing the Mar- 
cos government bigger headaches. 

The driving force in the urban areas 
is the National Democratic Front 
(NDF), the illegal CPP-led umbrella or- 
ganisation which coordinates the ac- 
tivities of different cause-oriented leftist 
bodies. The use of united front tactics to 
exploit the Aquino assassination, mili- 
tary abuses, corruption and the econo- 
mic crisis is creating a CPP-influenced 
leftist bloc which will remain a headache 
for any post-Marcos government, how- 
ever democratic, however honest. 

This is not to imply that either the 
Marcos government itself or the Philip- 
pines’ pluralistic political system is on 
the verge of collapse. The AFP remains 
a formidable fighting force. The 
Filipinos by and large still respect the 
notion of an electoral democracy be- 
queathed to them by the Americans 
even though almost a whole generation 
has grown up without a democratic 
presidential choice. And the CPP evi- 
dently is not immune from making mis- 
takes in its drive for power. Indeed, it 
has already made a major one in Manila 
which has seriously hobbled united 
front tactics. But Marcos’ stubborn hold 
on power against both the moderate op- 
position and the non-communist Left is 
dividing the anti-communists and help- 
ing the development of the front struc- 
ture on which the CPP, still quite a small 
and elitist group, relies. 

Independent analysts say that gov- 
ernment response over the next two to 
three years will determine whether it 
will be able to control the insurgency by 
rebuilding popular confidence in tradi- 


Public US pressure on Marcos may 
improve Washington's image in the 
Philippines but it could well be counter- 
productive. It enables even Marcos 
who, in leftist demonology is the incar- 
nation of US imperialism, to play the 
Philippine nationalist resisting US pres- 
sures and World Bank/IMF economic 
dictats. It also enables him to deliver 
veiled threats against the bases. The 
bluff sends some Reaganites into jitters 
and probably — US threats. An 
anti-US Marcos is to envisage, but 
a last desperate Galtieri-style nationalist 
throw cannot be completely ruled out. 


eanwhile, the owes US criticism 

of the quality of the military may be 
undermining morale in the AFP more 
than it is helping the reformist officers. 
The leakage of intelligence reports 
dwelling on the growth of the NPA, is 
likely adding to the credibility of the 
CPP as a winning force and potential 
government. 
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tional political structures, thus sapping 
the revolution's popular support. 

It is the non-Marcos Right and 
centre, the moderate Left and the 
Philippines US and regional friends 
who worry most about the CPP. Marcos 
himself is playing down the threat. This 
is self-interest, not stupidity. He wants 
to stay in power and in the short to 
medium term, which is all his health will 
allow him, the threat to Marcos is the 
non-communist opposition. Despite the 


The US cannot publicly disown a 
government which it has so long sup- 

rted without sending shivers through 
ts allies. At the same time, allies in the 
region from Japan to Sepper expect 
it to “take care” of the Philippines prob- 
lem and somehow find a successor for 
Marcos, to whom they can then E" 
their backing, so convinced are they 
that the Philippines is part of the US 
parish. 

The net result of all this is that while 
the US delivers homilies which mostly 
fall on deaf ears, the Left continues to 
win the propaganda war of twinni 
Marcos with US military (the bases) a 
economic (IMF policies) impe m. 
The US is blamed for economic ills and 
the military abuses carried out with its 


"—— 
ongressmen make matters worse 
by bier umi the threat to the bases as 
reason for ordering Marcos around, 
thereby e aying t into the hands 
of the CPP propagandists who have 


REVIEW DIAGRAM by Andy Tang 





current furore over the possibility of an 
early presidential election, few believe | 
Marcos will make a graceful exit, mak- 
ing it all the more likely that his wife Im- | 
elda, the “cronies” and some of the mili- T 
tary will fight like cats to prevent their 7 
humiliation and dispossession — à la the ji 
Argentine generals — once Marcos dies — 
or is incapacitated. Meanwhile, there 
are still those who believe that Marcos, — 
for all his faults, is the only man strong 
enough to fight the communists. I$ 
Estimates of the  insurgency's | 
strength vary widely. Marcos himself ^ 
has recently used figures of NPA mem- f 
bership ranging from 9,000-12.500. US — 
intelligence agencies say the total i 
about 16,500, while leftist sources say it — 
could be as high as 30,000, if part-time- 
NPA soldiers are counted. Bui rc 
important than numbers is the influence — 
of the CPP and its party structure. — — 
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hile the government says 1,885 vil- P 

lages have been “penetrated and ^ 
politicised" by the NPA (or about 5% of | 
the total of some 40,000 villages), US 7 
sources claim the actual total is closerto T l 
8,000, or about 20%. The estimates may 7 
be subjective. What is less question- 
able is the rate of growth. US intelli-— 
gence is reported to estimate that the ~ 
NPA is growing at a rate of 20% a year ^ 
and there is evidence that shortage of 
arms and money is the main constraint, 
not recruits. Actual CPP membership is. - 
estimated by these sources at about 12 
20,000, having roughly doubled in the 
past five years. Why the growth? 

Tearing down the “US-Marcos Dic- P 

tatorship" remains the basic slogan of 7) 
the CPP. But through front organisa- p 
tions it has used local issues rang- 
ing from sporadic military abuses and 19 
regional warlordism to the effects of | 
the economic crisis and even environ- -q- 
mentalist opposition to the Bataan nu- — 







been trying — without conspicuous suc- | 
cess — to make a popular issue out of 
the bases. Forgotten by the com- 
gressmen is the desire of non-com- | 
munist Filipinos to prevent the tri E 
of communism, not for the sake of the — 
bases, but for the sake of 40 million 
Filipinos inhabiting this chunk of the - 
“free world." | 
The publicity given to US attempts 1 
to get Marcos to "behave" do not seem | 
to make it more difficult for him to T 
sidestep them. Following Laxalt's pres- | 
sure, Marcos has apparently decided to. | 
go for a snap election early in 1986 to — 
which he can pow bring just about | 
enough credibility to prevent the US — 
disowning him. He will thereby provide — 
himself with a new mantle of “legifi- | 
macy” which Washington will have to | 
back, however reluctantly. Marcos will 1 





In 





have solved his and the US, the | 
moderate o and the military | 
reformists will be stuck with theirs. | 

— Philip Bowring | - 
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over the past two years, the CPP has 


_ | brought many of these issues into the 
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-— urban centres. There, the economic au- 


_ Sterity which has cut incomes and raised 
"unemployment provided fertile soil for 


organising of workers and the poor. 


At the same time the Left has, 
through slogans and “education,” 
linked the military-supported Marcos 
regime with the US, multinationals and 
the IMF/World Bank. Thus the specific 
local abuses and failures of Marcos are 

put into a broader Leninist anti- 
capitalist, anti-imperialist context. 
They are also given a strong nationalist 
— and anti-US — colour. Marxism and 
nationalism are united in the struggle to 


| throw out the US bases and throw off 


the IMF yoke. The propaganda has 
been successful abroad as well as at 
home. 

The economic crisis is widely attri- 
buted almost exclusively to the in- 


| equities of the Marcos regime — and the 


IMF. While there is no shortage of in- 
equities — such as the huge waste of 
borrowed resources by Marcos' cronies 
— the sharp drop in export prices, of 
sugar and coconuts in particular, is at 
least as much to blame for the economic 
crisis. Likewise the crisis in sugar-pro- 
ducing Negros is attribued by prop- 
aganda to feudalism, not to world mar- 
kets. The real hardship which exists 
there is exaggerated to Ethiopian 
famine — Meanwhile else- 
where the CPP discredits and disrupts 
development projects, for instance forc- 
ing Australia to abandon an aid pro- 
gramme in poverty stricken Samor 
which it claimed was colonialist. 

By concentrating on issues other 
than Marcos himself, the CPP aims to 
ensure that the struggle will maintain its 
revolutionary momentum and focus 
after Marcos’ demise. This could be dif- 
ficult. Much of the popular discontent 
with Marcos is simply based on weari- 
ness. Twenty years is a long time in 
power by any standard. The young — 
the majority — in particular look for 
new faces and ideas. Even NPA recruit- 
ment is attributed to a great extent to 
anger at specific abuses by the military 
or local political bosses rather than 
broader dissatisfaction with the social 
order. Ideological indoctrination only 
begins in the isolated areas where the 
NPA is in permanent control. Assum- 
ing it spreads to more populous areas, 
the NPA will face reaction to its tax- 
ation and "people's justice" policies. 

But the government's own failings 
are as important as CPP strategy. Na- 
tional government leaders find them- 
selves dealing with reduced budgets and 
jockeving for new political alignments 
with an eye on the succession, while 
warily watching Marcos himself who re- 
mains the linchpin of central power. 

This has weakened links between 
central policymaking and provincial im- 
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2 In what may be its greatest advance 
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POSER: Many local leaders of 
arcos' Kilusang Bagong Lipunan 
(KBL) party express frustration at the 
lack of guidance from the top — some- 
thing they had come to expect. It is no 
coincidence that the NPA has grown 
most spectacularly either in areas where 
central government authority was never 
strong and has become tenuous — such 
as large sections of Mindanao — or 
where the traditional power structure 
has broken down as in Negros follow- 
ing the collapse of the sugar industry. 

Less spectacular but more wide- 
spread is the inability either of local gov- 
ernments to be effective conduits of 
central government policies or of local 
leaders to take forthright positions on 
issues without the threat of losing local 
support. This is especially important 
with the provincial, municipal and local 
elections scheduled for May 1986. 

The post-assassination tolerance of 
demonstrations and the airing of griev- 
ances has limited local officials’ wil- 
lingness to stick their necks out for the 
administration. In many areas this has 
created a power vacuum for the Left to 
begin filling. Its own legal political or- 


Manila rally of Aquino supporters: post-assassina 
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ganisation, Bayan, will participate in 
the May 1986 polls, not as a separate po- 
litical party, but in support of candi- 
dates which it controls or can influence. 

The process which has allowed the 
legal Left to organise has isolated the 
military, forcing it, quite reluctantly in 
many instances, to take on a greater role 
in support of local administrations. This 
has in turn fed CPP's propaganda that 
the government is bent on a policy of in- 
creased militarisation. 


he AFP has itself aided the CPP's 

cause. While doubling the military's 
strength during the 1972-81 martial law 
years, Marcos did so with a command 
structure mimicking his political style of 
ensuring loyalty through patronage. 
Thus, in many regional commands and 
at the national level, preferment was 
based on factors other than military pro- 
fessionalism. The regional unified com- 
mand structure, created in 1982, put all 
units in each of the 12 regions under a 
single command. But by and large, 
policies. continued to be determined 
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more by political than military consider- 
ations. 

The AFP's morale has been espe- 
cially low since the Aquino assassination 
and the subsequent indictment on a 
charge of complicity of chief of staff 
Gen. Fabian Ver. Worse, discipline, 
never a strong point, has been eroded 
by the corruption and bad example at 
the highest political levels. Ambitious 
younger officers have also been frus- 
trated by the lack of movement at the 
top as Marcos loyalists have been ED 
on well past retirement age. The mili- 
tary has also been kept on a tight budget 
by economic stringency exacerbated by 
the critical US — and especially con- 
gressional — attitudes towards the re- 
gime. Professional and reformist ele- 
ments within the military have made ef- 
forts to counter the malaise by punish- 
ing indiscipline, improving training of 
troops and instilling into the ranks the 
fact that they face a long struggle against 
an ideological enemy. 

But overstretched by the growth of 
NPA activity and hurt by its own lack of 
mobility, the AFP has generally wel- 
comed the creation of Civilan Home 
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Defence Forces (CHDF), or armed 
local militias, to supplement its own 
security work. But though CHDF units 
may have helped check insurgency in 
some areas, the political damage they 
have done has been severe. Often ill- 
disciplined and in some areas seen as 
simply the private armies of local power 
brokers, they have given credence to 
the opposition's characterisation of the 
regime as brutal and militaristic. Even 
pro-government media have urged dis- 
bandment of the CHDFs. 

The emergence of the CHDF is a 
vivid illustration of Marcos’ failings. 
One main aim of the declaration of mar- 
tial law in 1972 was to strengthen the 
power of the central government, 
backed by the AFP, to eliminate private 
armies and destroy the power of local 
warlords and oligarchs. Now the regime 
is reduced to alliances with a new breed 


| of such people — some Marcos cronies 


and others local opportunists — to com- 
bat the leftist tide, but in the process 
adding to the credibility of the Left's 
slogans. 
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: gime: But in the she jyrter term it would 
deliver <a major blow to the NDF. 
Another possibility, but one which 

i| could be worse for the Left, is a new 
martial-law regime headed by a tough 
new breed of professional military men. 
But that is unlikely at least until the mili- 
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tary has reforrhed itself and the civilian- 
led government is seen to have failed to 
meet the leftist threat. | 
: For the present, however, Marcos 
is content to try to sustain the status 
quo. Marcos claims that the NPA is no 
more a problem than insurgencies 
Philippine governments have effec- 
tivelv:dealt with in the past — particu- 
larly the communist Hukbong Bayan 
Laban sa Hapon (Hukbalahap.or simply 
Huk) revolt in central Luzon in the late 
1940s and 1950s. But today’s com- 
munists seem to have learned from past 
_mistakes. Trying to make the dispersed 
nature of the Philippines a strength 
. rather than a weakness, they have com- 
bined central strategy with a wide de- 
¿gree of decentralised implementation. 
They have succeeded in forging a 
nationwide eéll structure, something no 


complish. 

Island or regional party committees 
“have unusual independence. The NPA 
; vorks on a multitude of narrow military 

ith mobile. bases, operating in 









previous revolt had been able to ac- 


| 
| 
= 
| 


[Rebolusyonaryong | | | 
«E Samahan ng Moro 





Katipunan ng 
j mgn Gurong 
Ma 

: (Association ot 
1 Nationalist : 
1 Teachers) 













Ig 50 

sni patrols The purpose is two- 
fold: first, to build its arsenal of 
weapons, captured almost exclusive- 
ly from AFP soldiers, and secondly, 
to make positive propaganda both 
i ally the local population and nation- 
ally. 

In what is now considered in the 
NPA jargon to be an “advanced sub- 
stage of strategic defensive,” urban op- 
erations are also utilised, but in the form 
of "sparrow units" or ^armed city parti- 
sans" — a small group of three to five 
guerillas. According to the propaganda. 
these units aim at assassination of cor- 
rupt or abusive policemen or political 
figures. In reality they also eliminate 
people who stand in their way, whether 
honest barangay captains or farmers or 
businessmen who refuse to pay taxes. In 
the past two years, sparrow units have 
spread to a few urban centres, notably 
Davao. 

But the military side for the moment 
only complements the communists' po- 
litical geuvis FEDERE on building na- 
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tional front organisations by uniting the 
widespread anti-Marcos sentiments 
through cause-oriented groups. 

This is not to say that groups such as 
the Task Force Detainees, the church- 
sponsored units like the Basic Christian 
Communities or labour. unions under 
the aegis of the leftist Kilusang Mayo 
Uno (May First Movement) are all run 
by the CPP. But there is an overlay of 
influence which includes individuals as- 
sociated with the NDF and CPP. For in- 
stance some of the church-based 
groups, while purporting simply to be 
helping and protecting the poor, are 
major fountains for Marxist and 
nationalist propaganda. These groups, 
because of the moral authority they as- 
sume and their nationwide organisa- 
tion, are particularly important to front 
operations in the provinces. 

Some think that the association of 
the communist party with non-com- 
munist NDF members and the legal 
front organisations forced t 
less dogmati than would ot ei 
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thinking. Dogmatism has alt 
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unable to look to a posi- Maoi 
for inspiration, the CPP will fi 
ble "Filipino path. ^ | 
However, this could be 
aged front tactics in Manila, 
take advantage of the mass 
post-assassination period. and * 
anti-government activists into 
yellow factions. Some of the 
CPP cadres may in fact fear t 
party could lose its way if it beco 
involved with issues and g 
lack an ideological base. It i 
that rapid expansion of CPP. 
ship at the same time as it is p 
liances with cause groups coul 
party itself lose the elitist | 
role described by Lenin. 
While the CPP has shown st 
and flexibility, it also has its p 
First, while decentralisation has 
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danger of disintegrating i 
brand of warlordism. 
many CPP cadres are natives o 
vinces in which they operate. 


‘PP sources admit the d: 
say it has not yet happened, 
partly because the AF P's ina 


communication with the centr 
mittee flowing. As a precautio 
party occasionally moves key 
around. For example, the NPA 
successful commander in Mindan 
been moved to Luzon. 
Secondly, the CPP, NPA ani 
all have to deal with the p 
growing too fast. For the N 
problem surfaces simply H 
lity of arms and in the. 
fighters. But for th« £ 
Pol. Fo could: | 












— cae OE admitied to 
E for others, it cam take rom 
> to two years. The CPP has thus set 
up in effect a two-tier system. 
_ This CPP's inner core group is grow- 
g at a much slower rate than the party 
d in pru and some cadres worry that 
too rapid growth, the party leaves 

1 the possibility that graduates with 
| @ long record of work and ideological 
“commitment in the leadership will be 
swallowed up and fall prey to oppor- 
E nistic groups and individuals. While it 
e irrently seems unlikely that the situa- 
tion could lead to a Cambodian-type of 
qx easant millennialism of a quasi-religi- 

Qus nature, it could well lead to de- 
i petating splits. 
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u Af ithin the NDF, rapid growth has led 
wi to serious discussion of how to de- 
Velop united front tactics. Some have 
ken a sectarian line limiting coopera- 
2 and coalition-forming activities to 
n ose who follow more stringent Marx- 
St policies. while others vie for a wider 
ition, trusting that the conversion to 
Sorrect principles can occur later. While 
debate has bred life into CPP discus- 
Sio s, it could detract from the discip- 
line a revolutionary party needs. Indeed 
> CPP could in time face just the same 
of problems facing other political 
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Before the 1960s the 
-$ communist movement 
THE Was led by the Mos- 
RED cow-oriented Partido 
TIDE Komunista ng Pili- 
pinas (PKP). For- 
Bi mally established in 
1930, the PKP grew 
Fo it of the Congreso Obrero, which 
Et smanated from the gremios, 19th-cen- 
tu iry guilds, which played a large role in 
the anti-colonial struggle both against 
- Spain and the US. 
A $ Unlike the new CPP, the old com- 
munist party was strongly populist and 
- anti-intellectual. According to the poli- 
tice i scientist Francisco Nemenzo, “the 
ES ? was Marxist in self-image but Mar- 
ism was never its governing ideology." 
ather, according to Nemenzo, "the 
KP nurtured a millenarian-populist 
ES utlook because that was the easiest 
ay to rally the peasants.” 
| The military arm of the party, the 
| Hukbo ng Bayan Laban sa Hapon, or 
Hukbalahap, was built during the Ja- 
|. panese occupation. The US military 
| tried to disband the *Huks" after the 
E pr. an attempt regarded by the former 
inti-Japanese guerillas as an act of 
betrayal. The Huks launched an in- 
- surgency from their stronghold in cen- 
É ral Luzon, hoping to take Manila 


ad 


j D; —— 






IDs Pg — 


Gpline id pé on personalities 
rather than policies. 

Thirdly, a major problem for the 
CPP is, ironically, the instability of the 
Marcos regime itself. 

For example, if the legal opposition 
coalesces around Aquino's widow 
Corazon, which remains a possibility, 
the Left will have problems deciding 
whether or not to support her candi- 
dacy. The NDF and Bayan, if not the 
CPP, could support Liberal Party co- 
president Jovito Salonga. None of the 
Left would campaign for Laurel. But 
Mrs Aquino does not fit into any of the 
CPP's categories for moderate op- 
positionists. 

If Mrs Aquino should win, at least 
some on the Left fear that a collective 
sigh of relief that Marcos is gone would 
result in a honeymoon which could take 
away a great deal of NDF support. If the 
honeymoon is transformed into even a 
brief economic surge, popular support 
could be further lost. Spontaneous eco- 
nomic recovery remains a possibility, at 
least if commodity prices rally, provid- 
ing farmers with more income and re- 
viving industry through a surge in con- 
sumer demand. Even if this does not 
happen, the Philippines’ friends might 
go a long way to bols ter the economy to 


From Huks and Maoists 
into a 'Filipinised' party 


within two years. In 1950 the entire Huk 
politburo was arrested. The de- 
moralised rank and file were finally 
crushed three years later by the then de- 
fence minister (and later president) 
Magsaysay. He succeeded by a com- 
bination of US aid, counter-prop- 
aganda, military action against armed 
concentrations and an effective political 
campaign to attract the masses to his 
side. 

The PKP, devastated by 1954, tried 
to survive by ep the párty small 
and tight and opting for parliamentary 
instead of military struggle. This 
gradualist strategy infuriated the Mar- 
xist students, such as Jose Maria Sison, 
recruited to the party from the Univer- 
sity of the Philippines. These young in- 
tellectuals, who were far more sophisti- 
cated theorists than the old party 
cadres, broke away and Sison and 
10 supporters formed the CPP in 
1968. 

The ideology of the new party was 
meant as a direct critique of the PKP. In 
fact, the old party is regarded as almost 
as much an enemy as the “US-Marcos 
dictatorship." According to an early 
CPP document — revised in 1977 — en- 
titled Rectify Errors and Rebuild the 
Party, the PKP’s united front organisa- 
tion, the Democratic Alliance, “served 
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the CPP threat. Aid c on "the scale for in- 
stance that the US has given to its 
friends in the Middle East could have a 
dramatic stimulative effect. 

If, on the other hand, the military 
were to make a move for power or if 
Marcos felt his options were diminished 
enough to redeclare martial law, the 
Left would have to contend with serious 
danger to its allies in legal front organi- 
sations, who would drift away, leaving 
the struggle to the dedicated few. 


he fourth problem is the lack of out- 

side support required for an effec- 
tive large-scale war against the AFP. It 
is possible that the current hands-off at- 
titudes of the Chinese and the Soviets to 
the insurgency will change if the NPA 
looked to have a clear chance of success. 
However, though the CPP aims to se- 
cure coastal areas and try to smuggle in 
arms, geographic isolation will always 
make it difficult for large quantities of 
arms to be shipped. Although the CPP 
is happy to remain free of lecturing from 
Chinese, Soviet or Vietnamese com- 
rades, there are limits to the benefits of 
independence. 

Fifth, and most serious perhaps, are 
the problems for the CPP of Manila and 
the rice granary provinces in central 


Sison: infuriated. 


only to support Right opportunism . . .” 
Until the mid-1970s the CPP ideol- 
ogy was purely Maoist. This became dif- 
ficult to maintain in its undiluted form 
for several reasons. One was the demise 
of Mao and the Gang of Four in China 
and the consequent disillusion about the 
Cultural Revolution. The Chinese rap- 
prochement with the US was even more 
problematic. Then there was the Mar- 
cos visit to China in 1975 and the con- 
committant recognition of that country. 
Finally, and highly significantly; there 
were strong nationalist sentiments to be 
dealt with. In an interview with the 
REVIEW in 1981, Horacio Morales, 
spokesman of the NDF, said that “the 
communist members of the NDF resent 
being called Maoists because of the de- 
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observers say they are now immune 
to revolutionary doctrine. Although 
farmers have grievances over prices, 
and to some degree over tenancy, oppo- 
sition is clearly more against Marcos 
than the socio-economic system. Unless 
the CPP can crack the problem of cen- 
tral Luzon, and also the relatively pros- 
perous southern Tagalog region south 
of Manila, it will find it impossible to use 
Maoist tactics of surrounding the met- 
ropolis. 

Manila is an even bigger problem for 
the party. There is a good deal of criti- 
cism within the CPP of how leaders are 
handling Manila where, during the 21 
August anniversary of Aquino's death 
this year, Bayan was unable to accom- 
modate the more moderate organisa- 
tions and two separate demonstrations 
were held. More significant was the or- 
ganisation of Bayan itself in April, when 
Left factions forced an organisational 
structure upon the Bayan leadership 
such that supporters such as Agapito 
Aquino left the group along with tradi- 
tional nationalists like Diokno. in 
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effect isolating Bayan in Manila (but 

not in the provinces) from wider sup- 
ort. 

The NDF has been active in organis- 





rogatory connotation that they are sub- 
servient to a foreign power. 
Consequently a "Filipinisation" of 
communist ideology began. For exam- 
ple, there is a strong current of support 
for the struggle of the Khmer Rouge 
even though the mass killings of middle- 
class people are condemned. The sup- 
port is for the Cambodian communist 
stress on self-reliance vis-à-vis Vietnam. 
One of the topics being debated in party 
circles today appears to be how far the 
party should shift from China to 
Central American models, specifically 
Nicaragua. One thing has remained fun- 
damentally unchanged through all this: 
the insistence that — in the words of the 
Programme of the National Democratic 
Front of the Philippines — "armed 








those laid off by recession. and has ha 
some success in organising students and 
the urban poor. But Manila is still 
primarily a service rather than industrial 
city with a huge middle and bureaucra- 
tic class Which may demonstrate peace- 
fully against Marcos, but is not a firm 
base for revolutionary mass action. 


T hus, as far as the insurgency goes, the 
country is at a crossroads. The KBL 
leadership sees the problem, but few, 
except perhaps Defence Minister Juan 
Ponce Enrile, have schooled themselves 
to understand what makes insurgency 
grow. Many are insulated from what ts 
going on in the provinces bY their ab- 
sorption with the capital's politics. Most 
are forced to follow Marcos’ determina- 
tion of political priorities, which now 
tend to dwell on elections. 

Marcos himself is being pressured by 
the US and some of his close advisers to 
take greater cognisance of the in- 
surgency, with more effort spent on re- 
forming the AFP. The US view remains 
that clean elections, a vibrant parlia- 
ment and fair judiciary can ameliorate 
much of the disenchantment with the 
system among both the middle classes in 
Manila and the rural population. By giv- 


struggle is the primary form of struggle 
we must wage. 

Aside from the Maoist tenets, the 
CPP also found the student activism in 
Manila against the Vietnam War, Mar- 
cos and increasing university fees to be 
an effective instrument in building the 
beginnings of a united front network. 

en martial law was declared in 1972, 
a significant group from the student net- 
work joined the small band of armed re- 
bels in the hills. With that highly edu- 
cated group as its centre, the CPP began 
to build its bases, first in the mountains 
of northern Luzon, in some regions of 
Bicol in southern Luzon and on the 
island of Samar in the Visayas. 


W. ith a small network already in place 
in some urban areas, the CPP par- 
ticipated in the formal organisation of 
the NDF in 1973. Technically, the CPP 
is merely one member of the NDF, but 
in reality it is the CPP which has the do- 
minant influence within the NDF itself 
and among the leadership of member 
organisations. 

In the early years of martial law, the 
CPP leadership took a strong hand in 
most decisions, moving around the 
country frequently and in the process 
exposing itself too often. In raids during 
the mid-1970s, Sison and Bernabe Bus- 
cayno (also known as Commander 
Dante) were captured, as was another 
leading CPP intellectual and strategist, 
Satur Ocampo. (Sison and Dante E 
main in detention, while Ocampo, : 
former journalist, escaped from his 
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anc hei supporters away from the i 
fluence of the CPP-dominated Left. - 
But even with political change al 
military improvement, the prognosis 
that it will take two years before then 
surgency can be turned around. If mol 
says the Pentagon, a "strategic stale 
mate," or balance of power betwee! M 
CPP and AFP, can be expected in thie 
to five years. This timetable may t 
alarmist. The CPP appears to have 1 
specific dates in mind, as it works to OF 
jectives, not timetables. But it is notime 
possible. 
Equally, however, it appears cle 
that the insurgency can be stopp od 
there is reform and political char 
Many Filipinos yearn for a new Rat 
Magsaysay, former president who y | 
credited with beating the Huks as u " 
by his energy and personality as throu 
drastic policy changes. They fear tf 
without a fresh face at the helm, * 
rent trends will continue, leading 
this decade to communism — or a sit 
larly brutal anti-communism. The fe 
are likely to grow as long as Marcosi 
his generals believe that they se 
best bastion against communism | 
the communists believe that Mai oc 
Ver and Co. are their best allies. 



















































guards while on a brief visit to the 
tional Press Club in April to eir in the 
club elections and is still at large 

The arrests, combined wit Tog zi 
and communications difficulties, le T T 
the current CPP strategy of centrali 
pama with deceutrataad operations 

he arrests also prompted the | CI 
leadership to expand its cadre tré 
and widen its commission structure “a : 
that leaders can be replaced easily 
should they be captured or killed. H 

Thus, the current CPP structure i 
cludes a politburo of five — three p 
manent members and two alternate 
led by party chairman Rudolfo 
who also heads the wider-based ee 
committee, which plans national str 
tegy and overall tactics. Four nati * 
commissions fall under the central com 
mittee's supervision: the military com 
mission; the commission for mass mov 
ments; the propaganda commission 2 
the united front commission. 

The structure is mimicked within the 
five "territorial" arcas of northern, cene 
tral and southern Luzon, the Visaya 
and Mindanao. These territorial groups; 
in turn, watch over some 16 regional 
committees. It is within the regior 1d 
committees that most of the taces 
cal field operations are planned, base 
on general policy guidelines for the 
particular section of the country. Fhe 
regional committees oversee the more 
than 60 operational fronts (up from 2t 
in late 1980) within which the CF 
cadres and NPA forces are based. 

— Guy Sacerdoti and lan Burt 






































































, Ww k 
"Wo fi^ 


g E n " r L 


slide shows 
x During a recent press 
> 1i conference with act- 
THE ing AFP chief of staff 
Ramos, this corres- 
RED > 
yt eral operational com- 
à ; manders and the civil 
j relations chiefs. To 
each went the question: Who is the best 
‘counter-insurgency expert on theory, 
_ Strategy and current tactics? The gist of 
all the answers were summed up by one 
_ colonel: “Well,” he said somewhat em- 
- barrassed, "there's no one really who 
— can be called a counter-insurgency ex- 
— pert, but drop by the office and we will 
è try our best to help.” 

— While that is an understatement of 
the AFP's actual counter-insurgency 
— capabilities — there are several field 
= commanders who are excellent — the 
response does point to a shortage of 
senior officers who feel confident they 
_know how best to tackle insurgency. In 
many parts of the country, senior offic- 
ers admit, the NPA is winning the battle 
for popular support, as well as limiting 

the manoeuvrability of AFP forces. 
— Onarecent 11-day sojourn with one 
of the newly activated elite Scout Rang- 
| E "search-and-destroy" patrols in Min- 
danao, one foreign visitor found the 
group was virtually pinned down for two 
‘days in one village, unable to move for 

fear of being ambushed by the NPA. 
— The AFP knows its problems and in- 
adequacies, and is trying to reform and 
upgrade itself. But the road to effective 
counter-insurgency will be long, most 
field commanders concede. The AFP's 
strategy relies on a combination of 
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thorities, local government leaders, as 
well as the more direct military ap- 
proach. Much of the problem remains 
that of the trust of civilian leaders, the 
ineffectiveness of local government, 
and poor equipment, training and tacti- 
Cal mobility of the troops in the field. 
. y p 
- Under Ramos, the AFP has 
launched reforms on three fronts: re- 
building popular support, boosting 
"troop morale and discipline, and up- 
‘grading actual combat strategies. 
- Ramos explains that, particularly. in 
urban areas where the NPA operates 
and in the countryside where mining, 
_agri-business and timber operations are 
| conducted, the NPA is helping the AFP 
| cause by enforcing its extortionary tax 
| system (“revolutionary taxes"). 
| But the AFP is also working on its 
| Own, trying to set up so-called peace and 
- order councils — so far in 73% of the 
- country’s towns and cities — where mili- 
tary and civilian leaders can discuss 
alleged 


— local security issues, includin 
‘military abuses. Countering the Left's 
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effective use of the Roman Catholic 
church structure, the AFP is building 
“church-military liaison committees” 
(there are 390, according to Ramos), to 
discuss the communist means of prop- 
agandising, CPP use of the hulk and 
how to counter it. 

One objective of the programmes is 
to develop the village-level intelligence 
system, through which village officials 
can utilise their own network of sending 
information about NPA whereabouts to 
AFP posts. 


he AFP has also launched a concert- 
ed propaganda campaign of its own 
this year, allowing greater media access 
to actual operations, declassifying mili- 





REVIEWMAP by Frank Tam 


tary reports of encounters with the NPA 
and producing pamphlets, leaflets, slide 
shows and briefings on the mode of op- 
erations of the NPA and the CPP, and 
how "legitimate cause-oriented opposi- 
tion groups are infiltrated by the com- 
munists," as one senior officer 
explained. Retraining centres have 
been organised for erring soldiers who 
are forced to undergo four-month train- 
ing courses, while new “special action 
committees” have punished some 120 
soldiers for committing abuses. 
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NPA forces or CPP cadres is “too early | | - 
to say," according to Defence Minister 
Juan Ponce Enrile. LÁ 

The same is frequently said about 
new combat strategies, which rely more 
and more on troop deployment directly | 
inside NPA-influenced regions, with 
patrols moving out on search and de- 
stroy missions. Ramos says the number 
of deployed troops has increased the 
AFP's combat ratio to 9:1 in favour of 
the AFP, which has 72 battalions de- 
ployed and will soon add five new infan- 
try battalions. ! 

Ramos says the result has been a 
change in who initiates encounters. In 
the past few years, about three-quarters 
of armed clashes were begun by the 
NPA. Ramos says the AFP now ini- 
tiates about 50% more than they used 
to. But the result has been an increase in 
deaths — more than 5,000 casualties are 
projected this year, up 20% 
over the 1984 total — and it 
is unclear to many in the 
field, particularly in Min- 
danao, exactly who is gain- 
ing the upper hand. 

So far this vear AFP en- 
counters with the NPA have 
been averaging 14 a day, 
compared with 10-11 last 
year. However, aécording to 
the AFP, the "body count" is: 
changing in its favour — 
from three NPA, three AFP - 
and four civilians last year to 
seven NPA, four AFP and 
four civilians this year. Such 
statistics, however, may at 
best be misleading, at the 
worst outright propaganda. 
Some AFP claims strain cre- 
dibility, such as an assertion 
that 60 NPAs were killed in 
one AFP offensive in’ the 
mountains of northern 
Luzon. 

Opinions seem divided, 
however, as to whether the 
AFP has the quantity — as 
well as the quality — of men 
to cope with insurgency on 
many fronts. At present the 
AFP has about 200,000 sol- 
diers, 50,000 of whom are in 
the Philippine Constabulary 
(PC), who are at the fore- 
front of the fight against in- 
surgency. The PC, split into some 180 
battalions, are frequently deployed in 
small units manning outposts and 
checkpoints, and are thus the most ex- 
posed target for NPA tactical opera- 
tions. They are also most frequently 
cited for committing abuses on the civi- 
lian population. bi 13 

The army uses mostly ‘companies 
from its five infantry divisions to back 
up or reinforce the PC when it comes 
under attack. But more and more the 
army itself is being ambushed as it 





er 
in open army truc 
yield large quantities of weapons as well 
as causing many AFP casualties. 

Most effective of the AFP units are 
the five marine battalions deployed in 
insurgency areas. They are among the 
best trained men in the forces — many 
having attended military academies in 
the US — are better paid and are rarely 
accused of committing abuses. They 
have been effective since entering 
Davao City in late 1984 in helping neu- 
tralise the NPA in the city proper. NPA 
regular forces have been driven back to 
the countryside since the marines’ arriv- 
al. But the marines are too few in 
number and complain while on patrol 
that they know that within a few months 
of their departure from an area the NPA 
will be back. 

The Scout Ranger companies are 
also well trained and go out for long 
periods at nothing more than squad 
strength. They have been at the fore- 
front of the move towards search-and- 
destroy missions and are involved in 
many of the AFP-initiated clashes. 
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G amos' feeling is apparently that AFP 
problems are more with logistics, 
budget for salaries and equipment than 
numbers. He also disagrees with the 
opinion that available troops are too 
thinly spread and should be concen- 
trated on fewer fronts. Under Gen. Fa- 
bian Ver and his predecessor, Gen. 
Romeo Espino, the AFP tried to con- 
centrate forces in a particular area (such 
as Samar in 1979-80), but it found that 
the NPA simply reduced its operational 
size. In Samar, for example, they re- 
duced company-size attacks to smaller- 
sized movements, while the CPP or- 
dered the NPA to step up tactical opera- 
tions in northern Mindanao to draw 
some of the pressure away. 

Now, Mindanao occupies most of the 
AFP's attention, accounting for two 
thirds of counter-insurgency troop com- 
mitments; Bicol and mountain provinces 
are next in importance, followed by 
Samor and Negros. 

Equipment problems of the AFP re- 
late mainly to communications and 
manoeuvrability. The AFP is working 
on a US$30 million project to set up a 
microwave radio system throughout the 
country, but the problem of simply get- 
ting information may remain. Land 
transport is sometimes hampered by 
shortages of spare parts for trucks. 

What the military would like most of 
all is a lot more helicopters. The com- 
mand in southern Mindanao has specifi- 
cally requested them, but if the in- 
surgency escalates much more, the de- 
mand is likely to rise. Some officers 
complain that the few available are 
often used for civilian, not military, pur- 
poses. The US of course could provide a 
lot more, but Washington is dragging its 
feet as a lever for reform. 

— Guy Sacerdoti 


_ FAR EASTERN ECONOMIC REVIEW e 21 NOVEMBER 1985 





pr f — — 
s. Such ambushes 





winning hearts and minds 


By lan Buruma in Davao City 
f Daintily picking a suc- 
culent piece of chick- 
en off the bone, the 
elegant wife of a 
Davao businessman 
sighed that men only 
talked of two things 
— these days: | copra 
prices and guns. Both, it appears, are 
cheap. What worries the business- 
man and his wife most is the effect 
the current situation is having on 
their young children. They play a new 
game called NPAs and military. The 
son of a local American businessman 
is cast in the role of a CIA agent. 

This kind of thing, combined 
with headlines screaming “Davao, 
Murder City,” is keeping the 
tourists away from what ts still, 
on the surface, a rather pleasant 
place despite being more affect- 
ed by the insurgency than 
any other major town. There 
is little overt menace in the 
streets, no tanks, few arm- 
oured vehicles, just the 
occasional Toyota picku 
truck filled with gun-wield- 
ing young men in T-shirts. ` 
People are still getting killed — 
in Davao, but the violence is — 
sporadic — often behind clos- 2 
ed doors and strangely clini- 
cal. 

The military prefer to 
dispose of the tortured bodies 
of their victims in. quiet back 
streets. The NPA hit squads, 
known as “sparrow units,” 
assassinate their targets by 
shooting them in the head at 
close range. 

According to the owner of 
a local radio station who, like 
all Davao journalists, keeps 
a morbid tally of the murder 
rate, the number of killings 
has actually decreased slightly 
over the past few months: 77 
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NPA has proved that it can control a 
major portion of an urban area. It has 
succeeded in tying down a large number 
of military forces. Certainly very few 
people think that the actual number of 
guerillas has decreased. 

Much of the perhaps temporary suc- 
cess of the military ts due to the more 
sophisticated tactics adopted by Col 
Rodolfo Biazon, commander of the 
Third Marine Brigade. Biazon, a vete- 
ran of the war against the Moro Muslim 
secessionists, has realised that the 
counter-insurgency cannot possibly 
work without proper intelligence. The 
behaviour of many military elements 
over the past decade has created such 
an atmosphere of fear and distrust 


and many who do are disposed of 
by the NPA. 

To restore some confidence, 
Biazon has opted for a propa- 


guerillas, he explains, were 
well-equiped warriors, while 
the NPA soldier is a “farmer 
with a gun.” But, he goes on 
to say, “the NPA is in a much 


propaganda." 
Biazon said: “The NPA 
the barangays, but exploits eco- 
nomic discontent by making anti- 
government propaganda. So 
when we go into the barangays, 
we do not defend the govern- 
ment but warn against com- 
munism." One of his gimmicks 
is to show the movie The Kill- 
ing Fields, about Khmer Rouge 
excesses in Cambodia, often 
with an ex-NPA as the narrat- 
or. Another new tactic is to 
fight the NPA insurgents by 
their own methods: by infil- 
trating villages with military 
informers. 
This 


"soft" 


approach, 


in June, 57 in July, 64 in Au- Mindanao ‘hacker’: freelance stressing propaganda and 
gust, 71 in September, 34 in. anti-communists. : «s infiltration over violent con- 


October. About half the vic- 
tims, said the radio man, are innocent. 
An American priest active in the 
poorest areas of Davao, where many of 
the murders occur, says that the military 
and the NPA are responsible for an 
equal number of killings. There isa curi- 
ous linguistic difference: the military 
"salvage," while the NPA “liquidate.” 
The military claims to have driven 
the NPA out of all but 8% of the city’s 
districts. A year ago 30% was said to 
have been controlled by the NPA. This 
may simply be a tactical retreat. The 


frontation, has a double pur- 
pose: it might restore some trust among 
the civilian population, and it is aimed 
to stop the more mainstream opposition 
from being driven farther to the Left. 
Whether or not this will pay off in the 


long run, the popularity of the marines < 


over the other military forces, especially 
the paramilitary units, is widely acknow- 
ledged. 

his, combined with Biazon's own 
charismatic personality, is bound to 
create tension within the military. He is 
clearly not much liked by many of his 
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that people will not talk to them — . 


ganda campaign. The Moro” 


stronger position, because of 


does not preach communism in T 












































he country like a pra 

1. He claims that “wherever we 
re loved by the. people.” : 
i defensive, however, 
larly, Col 
„paramilitary Metropolitan Dis- 
'ommand. He points out that while 
arines have no police powers, the 
xdiscom and the PC do, so. "Biazon 
CODE to the dirty Work." 




















| The crisis in 

| Philippines has been 
f watched with increas- 
| ing concern in recent 

| years by its partners 
|in Asean. They are 
naturally worried 


— 2* 


nomic stability of.the country and 


nd his colleagues must take.a series 
imaginative measures to stabilise the 
ration and build on the economic re- 





lippine solution to the problem 








of the US in pushing for a solution 
owever, regarded with mixed feel- 





lost commentaries on the Philip- 
er the past two years amount to 








he internal situation is not 





unist Party of the Philippines 
ith the New People’s Army 
nd the National Democratic 
vill be. strong enough to 
ower sometime within 
xt five years or so. Neither 
-or most of my Aseancol- 
jes — accept the views of 
who have been calling for 
p by the Philippine mili- 
yas the only possible course 
communist takeover is to be 
rted. Even assuming the 
yed forces would be capable 
ccomplishing such a take- 
and of running the country 
safter, the resulting regime 
ack all legitimacy. 
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ieve that President Ferdinand Mar- 


implemented so far, in order that 


be-achieved.. The direct interven- 


ons-of doom. 1 do not believe. 
: Philippines is "going down the 


y destined to continue to de- 
80 that, as is often predicted, 
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Laudemer . Kahulu- - 


HE 5TH COLU COLUMN 


— hrean Ar eA iri rhet eh ——— no A AS anta tat ru ta e reae reato erra qM tartara earam e HN RARI III He Mr 


| about the political and - 





| Such 
. fields of life, are desperately needed. 


by the popular ex-mayor.and police 


chief Luis Santos, and the PC is even 


more intense. 


Another aspect of the counter-in-- 
surgency that might easily get out of- 


control and escalate violence is the use 
of peculiar anti-communist allies. Min- 
danao is full of obscure sects with such 
names as Rock Christ, Crusaders World 
Army or Philippine Benevolent Mission- 
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While the seriousness of the present 
crisis. in the Philippines cannot be de- 
med, the resilience of the Philippine 
people is too facilely overlooked when 
Suchi doomsday : scenarios are written: It 
could be argued, in fact, that the crisis 
may prove to be a vital and necessary 
factor in the process of the people redis- 
covering their national character, per- 
sonality and self-confidence as citizens 
Of a sovereign state and nation. It is 
also.possible that such a crisis is neces- 
gary, as. it provides the only circum- 
stances and environment in. which the 
needed corrective measures and radi- 
cally new policies can be implemented. 
initiatives, affecting almost all 


In fact; recent reforms in the economic 


field are already gradually bearing 


fruit. 

. The. massive protection of the coun- 
try's domestic industries since the mid- 
1960s, *cronyism," the huge external 


debt plus the decline in recent years of 
commodity prices — all these and other 

factors have greatly combined to reduce 
the Philippine economy to a danger- 
ously weak state. While the country was 
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force, carrying a ona a tradition a in- 
dependence from the military laid down 
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| of Benigno Aquino, of a relatively free 


ary. voca opposi 





popi 


known as Tad- tad, or “hackers,” 
their penchant for hacking their victims 
into little bits, 
The hackers, the factional splits 
within the military forces and the ines- 
capable fact that, despite such “good 
guys” as Biazon, the army remains the 
representative of a highly unpopular 
government, make effective counter-in- 
surgency operations difficult to sustain 
in the long run. One must also bear in 
mind that central control has always 
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under martial law (a period which lasted 
for nearly 10 years) hardly any. poli- 
tical development. was achieved, and 
political institutions remain very limited 
today. Despite — or perhaps because of 
— martial law, security has deterior- | 
ated: the NPA has grown from.an insig- 
nificant force to a force of about 12,000 | 
armed guerillas. In various regions 
these guerillas have reached a strategic 
stalemate with the armed forces. In ad- 
dition, Marcos has failed to meet.com- 

letely the challenge posed by the Mus- 
im. Moro National Liberation. Front. 
All these problems have.been aggra- 
vated by the inability of Marcos, due to 
his illness and the erosion of his support 
among the elite.classes, to make funda- 
mental changes. 






onetheless, some hopeful signs can 

be discerned in the economic field. 
Recent monetary measures have success- 
fully reduced the inflation rate and ef- 
forts to dismantle the protection of in- 
dustries continue to be pursued, though 
resistance to them remains strong, not 
least because their implementation 
promises to erode the economic power 
of the cronies. Unemployment, how- 
ever, remains a serious problem and 
current economic trends outside Man- 
ila's control could exacerbate the situa- 
tion and create even greater political 
unrest. For the moment, however, 
there appears to be no better alternative 
to a continuation of the push towards: 
liberalisation if the economy is to be 
turned around in the medium term. 
Pressures from the. outside, especially 
from international lending agencies, 
may be. necessary to keep the momen- 
tum going. | 

Some political progress has. been 
achieved: the comparatively free na- 
tional assembly election. last year; the 
re-appearance, since the assassination 
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l Pal b ^ essnes 
civilian control in Davao today means 
that more and more people are forced to 
pick sides, for their own protection. 


T he NPA, however, has its own prob- 
lems. A rapid increase in member- 
ship is putting financial strains on the 
movement. Although prudent business- 
men are said to pay their taxes to the 
NPA, as well as to the official govern- 
ment, there isa limit to this. Also, there 
is little money to be extracted from the 
urban poor. Inhabitants of a slum called 
Agdao, often dubbed Nicaragdao be- 
cause of the high degree of NPA con- 


Agrava board in investigating Aquino's 
murder; the formulation of a better con- 
stitutional mechanism for the succes- 
sion to the presidency; the increasingly 
visible role of the church in pushing for 
social welfare and justice; the 
emergence of a new cadre of potential 
leaders, both in business and politics — 
not least within the ranks of the govern- 
ment party itself, the Kilusang Bagong 
Lipunan. More generally, Aquino's 
murder has created a very much higher 
level of political consciousness among 
the elite and the middle classes. 

The military also has undergone 
haters with the absence of Gen. Fa- 
bian Ver as chief of staff while he faces 
charges in Connection with the Aquino 
shooting. Within the armed forces, 
voices can be heard demanding drastic 
changes to enhance both discipline and 


© Washington must take a 
wider view and take care not 
to over-emphasise the bases 
m to dominate 


and allow 
its bilateral relations with the 
Philippines. ? 


military capabilities. An example is the 
"We Belong Movement," composed of 
voung officers who have formed them- 
selves into a pressure group within the 
armed forces. 

It is still far from clear where all these 
developments will lead. The opposi- 
tion, grouped in two organisations, the 
National Unification Committee and 
the Convenors Group, have yet to be- 
come a unified and effective force. By 
the same token, Marcos himself no 
longer wields absolute power. Al- 
though. under the sixth amendment to 
the constitution, he still has the right to 
issue decrees, in fact internal and exter- 
nal pressurés today deny him the ability 
to wield that right as he wishes. 

Marcos still commands a signific- 
antly wide base of support from within 
the armed forces as well as the coun- 
tryside. Thus it would benefit both the 


m 
ab p a . E "^ "PUO M J 
p AMI Io pee "es 

NNI 








or Mus = % 

Ye NPA has always prided itself on 
its discipline, claiming never to kill “in- 
nocent" people and so forth. This may 
be changing. Many new recruits are 
teenagers, the sort of disaffected young 
people who in other circumstances join 
criminal gangs. 

As the military becomes more suc- 
cessful in persuading — or forcing — 
people to come forward as informers, 
the NPA becomes more violent in its 
methods to keep people in line. During 
the transport strike organised by Bayan 
in May this year, a radio reporter named 
Charlie Aberilla was shot by a sparrow 
unit while still on the air. His crime was 
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Bry (ee and probably Marcos him- 
self if he would swiftly allow political in- 
stitutions greater freedom to develop. 
One fact stands out, however: that this 
process should be decided on and im- 
plemented by the Filipino people them- 
selves. It is also in Washington's interest 
to let the political process in the Philip- 
pines takes its own course. The Asean 
partners should use their diplomatic 
muscle to discourage any intervention 
by the major powers in the domestic af- 
fairs of the Philippines. 

Of course, the crisis in the Philip- 
pines has grave implications for the re- 
gion and the whole of the Pacific basin. 
The US, however, is mainly concerned 
because of its huge naval and air force 
bases at Subic Bay and Clark Field. 
Washington, however, must take a 
wider view and take care not to over- 
emphasise the bases and allow them to 
dominate its bilateral relations with the 
Philippines. The US bases have today 
become a major internal political issue 
in Philippines, one which could easily be 
exploited both by the extreme leftwin 
and by external powers and one whic 
could become explosive. 

Too many interested parties in the 
US look only at the bases issue and even 
that from the narrow perspective of the 
US national interest. Already it is evi- 
dent that by 1991, when the present ar- 
rangement runs out, a new formula will 
have to be developed if the agreements 
are to be renewed. This should be rela- 
tively simple: the successful conclusion 
of agreements between the US on the 
one hand and Egypt and Oman on the 
other points the way to the resolution of 
the issue. If, in 1991, the Philippines re- 
fuses to renew the agreement, the phas- 
ing out of the bases can still be 
negotiated. Such a solution would cer- 
tainly be acceptable to the rest of 
Asean, as long as the overall military 
balance of forces in the region can be 
maintained. After all, only if such a bal- 
ance is preserved can Asean realise its 
aim of establishing a Zone of Peace, 
Friendship and Neutrality in Southeast 
Asia. 
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were killed. 

These methods are not doing much 
for the NPA's popularity. At least inth 
urban areas it is hard to maintain Mhel 
rebel image of Robin Hoods. So, Wht 
the poor in such areas as Agdao are su 
jected from one side to so-called dra 
net operations, in which military um 
swoop in to look for NPA elements 
often looting people's homes in the 
cess, they are also terrorised by the 
—— protectors. As one Agd Ir 
sident put it: “We are like a W 
navigating in two rivers.“ ; 


A long, hard 
slog for the 
revolution 


Even though the CPP 
was founded in Pan 
gasinan province am 
the NPA was laune 
ed in Tarlac, thes 
central Luzon pre 
vinces were virtui 
immune to CPP and 
NPA influence for a decade. As th 
centre of the rebellion in the 195087 
central Luzon became a specific target 


for Marcos’ land reform programmes. ~ 


[t has also been the seat of traditional 


power in the Philippines. Seven cabinet - 


ministers hail from central Luzon — 
more than any other region. And it has 
the highest population density of any of 
the P —— 12 regions. The pro- 
vinces of Pangasinan, Tarlac, Bulacan 
and Pampanga received the largest 

boost from the new high-yield fe 

varieties introduced in the early 1970s, 
and the political attention Marcos gave 
the region paid off markedly. In | 
the four provinces had the lowest avere 
age family annual expenditure in the 
country, while by 1975 it was fifth, just 
behind Marcos' own Ilocos region and 


has probably continued to gain relatives i 


Proximity to Manila and good trans- 
port links have produced a relatively 


thriving cash economy and substantial 
rural middle class. Since martial lawi 


land reform — so conspicuous by its ab- 
sence in Negros sugarlands and Bicol 
coconut estates — has reduced tenanta 
farmer disgruntlement. , 

But since the economic downswing 
began in 1981, central Luzon farmers 
have been feeling the squeeze though 


not to the same extent as coconut ame 


sugar farmers elsewhere. Rapid infla- — 


tion in 1984 forced farm input prices to 


rise rapidly, while largely due to pricing 


policies which favoured the consumer 
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rather than the producer, selling prices ö— — — — — — — — — — — 


remained low. Recently, reduced earn- 
ings from remittances from -employ- 
ment in the Middle East has been a blow. 

That plus the fact that the revived 

olitical opposition retains some of its 
Best organisational links in the region 
are resulting in an interesting mix of 
traditional opposition politics and Left- 
oriented politicising. As one senior dip- 
lomat explained: “If you look at central 
Luzon, there's not much military activi- 
ty going on, but there ts a hell of a lot of 
political activity.” 

NPA liquidation squads are already 
operating in urban areas like Malolos in 
Bulacan. Along the western bank of the 
Pampanga river, CPP cadres are begin- 
ning to work in villages often using the 
church network. In San Fernando, the 
capital of Pampanga, leftwing groups 
can mobilise large rallies, something 
they could not dream of two years ago. 
And the predictable charges of military 
abuse are beginning to emanate from 
the region, despite the fact that the 
region commander, Brig.-Gen. Jose 
Magno, is considered one of the most 
professional generals. 


ut the Left's drive to penetrate cen- 

tral Luzon is fraught with problems 
and will likely remain so. The tradi- 
tional opposition politicians, even those 
who are linked with groups like Bayan, 
do not seem to know what the ideologi- 
cal Left is all about. Tied to the electoral 
process, many leaders still perk up at 
the chance for a political fight. In Pam- 
panga, Pangasinan and Bulacan, the 
1984 assembly elections proved an em- 
barrassment for the Marcos administra- 
tion, with the majority of seats going to 
the moderate opposition. 

There seems a distinct unease on the 
part of KBL mayors and barangay 
chiefs at the prospect of going into the 
1986 local elections saddled with the le- 
gacy of Marcos and the reputation of his 
wife and cronies. Even KBL supporters 
reckon that only KBL officials with indi- 
vidual reputations for honesty and ef- 
fectiveness will get re-elected in a clean 
ballot. But that more reflects the 
strength of traditional politics and of the 
middle ground, which is infertile for the 
radical left. 

Also, the people of central Luzon 
appear to be the most cautious about 
committing themselves publicly on con- 
troversial issues. A widely publicised 
survey by the Bishops-Businessmen 
Conference for Human Development, 
published in August, shows central 
Luzon as the region where, more than 
any other region, people are either am- 
bivalent or afraid to commit themselves 
to the CPP. 

Central Luzon appears to be an ef- 
fective buffer against any true encircle- 
ment of Manila by military insurgency. 
And it is where modest political and 
economic change could turn the leftist 
tide. — Guy Sacerdoti 





Rightwing mercenaries | 
vs leftist guerillas 


E Among CPP strongholds, Negros is an anomaly. It is so 






I "real polarisation has destroyed what was left of the moder- 
ate opposition. It is purely white hat-black hat now." But 
| this is a relatively recent phenomenon, resulting from v 

| specific problems which, reformists say, could be solve 
with money and political will, and a bigger quota for Philip- 
— — pine sugar in the high-price US market. 

As the country’s foremost sugar-producing area, a crisis of record-low 
world prices for sugar has exacerbated resentment against the traditional 
hacienda system of sugar cultivation. With thousands of seasonal cane cutters 
and plantation workers jobless as a result of financial crisis and mismanage- 
ment, the CPP has been able to expand in Negros faster than anywhere else. 

Planters may have made matters worse by contributing portions of their 
meagre earnings to build what are in effect private armies, in league with the 
civilian authorities. Apart from the NPA, Negros has seen the emergence of 
local strongmen such as Armando Gustilo, president of the Natoal Aeon 
tion of Sugarcane Planters. CHDF are also particularly active and were attri- 
buted with the main responsibility for the killing of 27 demonstrators at Es- 
calante on 27 September, which shocked the nation and polarised Negros. 

— armies have —— a € to psy workers J Jin Apo from 
planting fallow sugar-growing la th r own crops. They 
such cri dene at squatting as theft of their land. Many town halls and munici- 
pal buildings are protected by sand-bagged .30 calibre machine-gun positions 
on rooftops — often manned jointly by government and private militia. ` 

But the paramilitary forces have only driven the peasants directly into the 
hands of CPP political cadres, whose seminars on land reform and the feudal 





NPA soldier th sweets for the children: ripe for revolution. AP 


nature of the hacienda system are well received and understood. Further- 
more, impoverished sugar workers have flocked to the capital, Bacolod, in 
droves. According to a recent survey, 64% of the children in Bacolod are con- 
sidered malnourished. 

In the towns of Negros, red-painted slogans of the CPP are more prevalent 
than in any other part of the country, and CPP members move about quite 
freely. The NDF even held a well-attended press conference on 12 October, 
just outside Bacolod proper. 

However, the NPA remains a relatively small force on the island, with only 
about 1,000 fighters and few high-powered weapons. But a few spectacular 
raids this year — an attack on the town hall and the Scout Ranger company 
headquarters in the town of Isabella in April, a raid on an armoury in Bacolod 
and a similar operation during late September at the newly reopened Sipalay 
Copper Mine in the south — have boosted its arsenal. 

some of the marginal sugarland regions in the sloping plains leading to 
the central mountains of Negros, clear lines of demarcation exist beyond 
which government troops do not venture. With little middle ground left, Neg- 
ros represents the worst of what the government can expect from the in- 
surgency — rightwing, well-armed private forces fighting against a poorly 
armed but popular Left. — Guy Sacerdoti 
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New York Stock Exchange floor: new issues are the bread and butter, but swaps are the jam. 








By Robert Cottrell in Hongkong 

he corporate treasurer who nowadays commits his com- 

pany to a US$100 million bond issue may not particular- 

ly have wanted the money in the first place. He may 
have no intention of repaying it, either. That liability may be 
passed on to somebody else about whom the treasurer 
knows, and probably cares, nothing. He may instead repay a 
quite separate debt, of similarly unknown provenance, fur- 
nished to him by the banker who dreamed the whole transac- 
tion up and then called the corporate treasurer to ask whe- 
ther he would care to put his company name on the bonds. 

It may sound a funny way to run a credit market. But deals 
like this are earning six- and seven-figure salaries for mer- 
chant and investment bankers around the world. 
Commercial bankers take deposits and make loans. They 

originate debt. Merchant and investment bankers may do à 
little of that, but mainly they perform all the other inter- 
mediary functions which keep a financial market in motion. 
| Commercial bankers make their profits mainly from interest- 
rate spreads — borrowing low and lending high. Merchant 
and investment bankers earn fees and commissions for their 
advice and services, and aim to take capital profits from fi- 
nancial market transactions. Merchant and investment banks 
have historically different roots. Their activities are not iden- 
tical, but they are converging, as the big US investment 
banks force their competitors to match them in size and scope 


| or risk being swallowed up. 
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. MERCHANT BANKING & PERSONAL INVESTMENT 


The banking barriers come crashing down 


Games without frontiers 


Investment banks as distinct institutions have their origin 
in the Glass-Steagall Act, which passed into US la 33 


and which forbids commercial banks from engaging substan 
tially in the business of underwriting securities. (Securities 
are units of debt which can be bought and sold. The two basi 
varieties are shares and bonds.) Wall Street's most aristocra 


tic investment bank, Morgan Stanlev, was formed im 
mediately after Glass-Steagall by partners who le! n 
mercial-banking house of J. P. Morgan. The comm 
bank continues under the name Morgan Guarant 

The primary activity of investment bankers is ti suinj 


buying, selling and swapping of negotiable debt. “Sw 
the type of transaction in which our bond-issuing treasur 
was engaged, were added to the bankers' arsenal only abou 


four years ago, but have established themselves as core pt 
duct and not just a passing fad 

The bread-and-butter business of investment I 
the underwriting of new issues of securities. When a boi 
rower wants to issue shares or bonds, the issue will usually be 
underwritten by an institution which in effect guarantees | 
find a buyer for all the securities at an agreed price 
them itself. For this service, the underwriting institution ri 
ceives a commission on all the securities which are tssuc 

Ten years ago, few underwriters would commit 
selves to an issue before lining up a syndicate of other fina 
cial institutions which also undertook to take sli 
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_| financial institutions in South East Asia. 
[| | Many of our customers have business 


_| that is highly confidential and we 


know how to keep it that way. Thats 
-| why you've never seen an advertiser ent : 


| for our Private Banking Services. But 
. | Just this once, we thought you might | 
| like to know what they are; 
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borrower, trustin | entire its celine: S Judgment right thei issue 
can be sold on to other investors at a profit. Sometimes in the 
bond — ; de investment bank will not wait for a Cha 







pat bank's a T to pui its.own EAE 
bank's return depends on the speed with 


judged the m 
the bank wou come if the securities’ B fell in mid- -plac- 
ing: the b | 
would . be. 
holding arump of | 
| expensive stock, 
- and with a profes- 
sional . obligation 
too support the 
"market price if it 
>f- hoped to retain 
T the goodwill of in- 
c (stitutions to which 
cit had already 
“sold. 

Operations in 
the securities mar- 
‘ket are the natural 
: habitat of the Wall 
"Street investment 
-bank: The British 
merchant bank, 
until: recently for- 
bidden member- 
ship of the Lon- 
don Stock Exchange, developed primarily in other fields 
where its capital could be quickly “turned” at a profit, or its 
advice sold at a fee. 

British and other European merchant banks have tradi- 
tional strengths in trade and project finance, fund manage- 
ment, the gold market, corporate and governmental finan- 
cial advice, venture-capital lending, and own-account trad- 
ing in money-market instruments. These activities have not 
needed the huge capital bases demanded of the Wall Street 
underwriter, though recent developments have conspired to 
make these merchant banks much more market-oriented: 
the development of the London-based Eurobond market 
over the past two decades, and the progressive opening 
up of the London Stock Exchange over the past two 
years. 

The London Stock Exchange itself now seems likely to be 
overtaken as a market-place by informal 
trading of international securities directly 
between the London offices of financial in- 












stitutions. London has become, particularly ON OTHER PAGES create free markets in all manner of 
since Britain abolished its exchange controls Country Profiles: ties, which they may issue, trade o 
in. 1979, a fully international market-place. J eg EE. But they do not want Japan to 
The real competitor of an old-fashioned — 71 its own version of Glass-Steagall 
London merchant bank is no longer another —— which would free the commercial 
merchant bank, but US investment banks pen li as swing their own vast capital resource 
such as Salomon Brothers or Morgan Stan- | n * 82 direct domestic competition. In inves 
ley, Japanese securities houses such as Nom- S ayala 89 banking, bigger is almost always b 
. ura or Daiwa, and investment banking sub- ages | more capital means more underw 
sidiaries of international commercial banks. Securitisation 90 power, and the capacity to take | 
To gain size and securities-trading skills, Currencies 93 with a bigger margin for error. 
several merchant banks have bought or Gold 96 As long as most countries in 
agreed to buy stockbrokers: the most prom- — Buyer's Guide 101 main basically sympat 


ising of these new merged entities is also 
one of the largest, the "RoWaK" grouping 
. of the merchant bank S. G. Warburg, the 
. stockbroker Rowe and Pitman, the equity 
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. staffed and capitalised to handle big and often sy 
loans to PPAT and e borrowers į in the i 
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they already are a major force in the Eurobond m 










European merchant banks e ied 

mainly to service the overseas inv estment of their 
funds, and the foreign-exchange and trade-financi 
of their corporate customers. But the commoner so 
Eastern merchant bank, particularly in Hongkong 
offshoot of alarge in ternational commercial bank. se 











banking ois hiooti in ‘Hongkong a pee is bank 
been to make its customers feel more important; nu 
things it did were also done somewhere in the com 
bank parent. More recently, big borrowers have E 
Lg 


C — 
been i 


rate TOTOS 
syndic: ate d 
companies | 
been preterr 
sues of 
cial pap 
short-term 
debt. Sect i 


by definit 
move awav 
commercii 
ing and to 

investment Dai 
ing. It also means that commercial banks are having to fi 
harder to keep their traditional customers. 


n Singapore and Malaysia, banks are likely to be al 
sometime next year to buy substantial sharehold ag 
last in local stockbrokers: if London is any guide, à 
sequence is likely to. be mergers producing several: 
sized diversified investment banking groups, some ind 
dent, some controlled by commercial banks. | 
In Japan, with its capital market larger than thos: 
rest of Asia put together, the institutions closest inc 
to investment banks are the big securities houses, ! 
Daiwa, Yamaichi and Nikko. Like Merrill L ynch 
ago, they are busy grafting more sophisticated fi 
vices on to a nationwide base of small investors: 


Like the US investment banks, thi 
deregulation, but not too much. 
Thev want enough rules abo 
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the next day. The more countries in which an investment 
bank operates, the wider its investor base for placing 
Securities, the better resea.ch and dealing facilities it can 
offer to its brokerage and fund-management clients, and the 
more Opportunities it can generate for investing and arbit- 
Taging on its own account. An investment bank without an 
ffice in Japan last year would have missed, for in- 
stance, the world’s hungriest foreign market for US dollar 
bonds. 
-— Whatever the rules may say, virtually any security can be 
bought, sold or beneficially owned by anybody anywhere in 
the world. Securities need markets, but they do not need 
market-places: if a Japanese securities house sells a Singapo- 
'ean share to a Brazilian in New York, for settlement in 
Deutschemarks in London, what nationality is that transac- 
ion? The greater the volume and flexibility of the market, 
the finer should be the margins of the market-makers, and 
the better the terms for borrowers and investors alike. 
— Merchant and investment banking works beautifully — 
for the moment. The problem is that the person who buys à 
security does not ask whether the debt can be repaid, but 
whether it can be sold on to somebody else at a profit. For 
every commission or fee an investment bank earns today, a 
credit risk is being set in motion which may not mature for 
— one, five or 10 years. Com- 
mercial banks created the 
resent crisis in sovereign 
ending by making loans 
which they were happy to 
see on their own books: 
how much worse may be 
the risks which are taken 
only for onward sale? Of 
course, the market in gen- 
eral makes its judgment on 
the creditworthiness of a 
borrower, but even that 
process is frustrated by 
swaps, which conceal a 
borrower's true identity. 
It may be indicative that 

one of the fastest-growing 
investment banks on Wall 
Street has been Drexel 
| ^ " Ad Burnham Lambert, which 
Bond: eyebrow-raising. specialises in managing 
= T issues of high-yielding 
bonds. The yield is higher than usual because the risk is 
"higher than usual that the borrower will not be able to repay. 
"Drexel's “junk” bonds have helped bankroll huge and 
Speculative corporate takeovers in the US which have 
brought proportionately huge fees to the investment banks, 
‘such as First Boston and Goldman Sachs, which specialise in 
“merger and acquisition" advisory services. In Australia, 
Similarly afflicted by takeover fever, international banks 
have helped pre-empt junk bonds by offering eyebrow-rais- 
‘ing credit lines to raiders such as Alan Bond and Elders IXL. 
‘The era of “junk banking" has arrived, as commercial banks 
fight back to undercut investment banks. 
— [n the food-chain of the financial markets, the big invest- 
ient banks are eating up the smaller fry, such as indepen- 
"dent merchant banks and stockbrokers, while the commer- 
— cial banks would like to devour investment banks, but, in 
- New York and Tokyo at least, cannot. The best they can do is 
- compete through subsidiaries in offshore markets like Lons 
- don and Hongkong. Investment bankers think commercial 
— banks are too stodgy and risk-averse to operate efficiently in 
the securities markets. Such is financial-market machismo 
- that many commercial bankers would probably agree. But a 
— little more caution may not be a bad thing: the proliferation 
| of securitised debt may be proof that Gresham's Law — that 
~ bad money drives out good — is as true of credit as it is of 


| cash. a 
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Times change as 
Tokyo opens up 
its exchange 


By Bruce Roscoe in Tokyo 

ike the case of the Christian missionary who, after years 
L living in Japan loses his faith and subscribes instead 

to the religion of “Nihonism,” foreign merchant or in- 
vestment banks in Tokyo in many respects appear to have 
fallen victim to Japanese business practices. As one foreign 
stockmarket analyst put it, rather than contribute to inter- 
nationalising —— the foreigners have, by necessity, let 
themselves be “Japanised.” 

This seasoned analyst was referring to the predicament of 
foreign securities houses which, with no seat on the Tokyo 
Stock Exchange (TSE), have had to place foreign orders for 
Japanese equities with the 
Japanese brokerage houses. 
In doing so, some allegedly 
place the most orders with 
those brokers who offer the 
best deal. There is nothing 
strange in that, though on 
the Tokyo scene it can 
mean more than a broker 
discounting the exchange 
or his own commissions, It 
can, and often does, mean 
cash payment. 

All that, or at least a 
good deal of it, is about 
to change as the invest- 
ment-banking environment 
undergoes probably its 
most radical transforma- 
tion ever with the unpre- 


cedented admittance tothe | Glen International boss 
TSE later this year of for- 


Terry Ramsden: no access. 
eign members. Ten seats 


are being added to the membership of the world's second- 
biggest exchange, and there is broad speculation that the 
Ministry of Finance (MoF) will allocate at least five of those 
to foreigners. 

Apart from the boost to foreign investment in Japanese 
equities, foreign membership is likely to stimulate activity in 
other areas of investment banking such as merger and acqui- 
sition work. As demonstrated by the recent attempted hos- 
tile takeover of Minebea Co. by a partnership between Trafal- 
gar Holdings of Los Angeles and British Glen International 
Financial Services Co., foreign investors seeking to acquire 
Japanese companies can suffer from having no direct aacess 
to the exchange. | 

Major Japanese members of the exchange, such as the 
Daiwa and Nomura securities houses, firmly declined to as- 
sist the Anglo-American eei to buy up Minebea 
shares. The foreigners could have — the Japanese 
officies of major United States or British securities com- 
panies or investment banks, but they in turn would have had 
to place orders for shares with a Japanese exchange member. 
Such an approach would have quickly alerted Japanese in- 
terests to the foreign buyers’ intentions. But with their own 
seats on the exchange, foreigners could buy and sellin a 
“quiet and confidential” manner, as one Japanese represen- 
tative of a foreign securities company put it. | 

However, equities trading on behalf of foreigners plan- 


SIN WIONYNIS 








ning hostile takeovers 
of Japanese companies 
is not the type of busi- 
ness that many foreign 
investment banks are 
likely to fight over. As 
in the case of Trafalgar 
Holdings, many for- 
eign companies’ high 
shareholdings in Ja- 
panese companies have 
been achieved through 
the purchase abroad of 
convertible bonds and 
equity warrants. For- 
eign investment banks 
in Tokyo have nurtur- 
ed a good business ad- 
vising on and putting 
together such bond is- 
sues and they want to 
keep it. One sure way 
to lose: the business 
would be to assist take- 
over-minded foreign buyers convert the bonds into shares, 
and then to be seen buying more shares on their behalf. 
“We would probably prefer the fee business from repre- 
senting the Japanese client targeted in the takeover,” one 
foreign securities executive said. Many Japanese companies 
are believed to have jumped into convertible bond issues as a 
cheap source of funding — often for reinvestment in other 
capital markets — without thinking through the implications 
of foreign investors buying up the bonds for actual share con- 
version; There is still much resistance to mergers and acqui- 
sitiofis but there are signs that old attitudes are breaking 


TSE floor: foreigners will benefit. 

















down, as evidenced bv 
Sanwa Bank's lead last 
year in establishing à 
merger and acquisition 
department 





Ten fo and 
eight Japanese come 
panies have applied for 
the seats. Those chosen 
will have a huge advan- 
lage, in instant prestige 
and greatly enhanced 
capability, over those 
who tail. The seat Wink 
ners will need to raise 
their commitment 
the market, for We 
stance by hiring floor 
traders and increasing 
their reseas staff. 
[his should eventually 
result in m active 
trading of foremn 
shares which at pres 

sent are largely neglected by Japanese investors. One reason 
for the neglect is an unwillingness to take a double gamble on 
the share price and exchange rate, but perhaps just as impor 
tant a deterrent is a dearth of Japanese-language research it 


erature on listed foreign companies’ earnings potential 
High in the running for exchange membership among the 


foreigners are Jardine Fleming, W. I. Carr Sons and Co 
(Overseas), Vickers da Costa. Goldman Sachs International 
Corp., Salomon Brothers Asia, Merrill Lynci urities 
Co., Morgan Stanley International, First Boston Corp. and 
Smith Barney, Harris Upham Interntional Inc. Most of thes 





The name of the JF Japan & Pacific Convertible Trust 
has been changed to the JF Pacific Income Trust. 


T his change of name has been made by the Trust's 
managers to better reflect the Trust's investment 
objectives and underlying assets. 

The Trust's investment policy remains unchanged: 
to invest principally in bonds and warrants convertible 
into the equities of the Pacific Region. The Trust can 
use borrowings to enhance returns. The JF Pacific 
Income Trust will continue to provide both a reason- 
able yield and capital gains potential with low risk 
in the Pacific region. 

The investment policy has produced an impressive 
and consistent investment record since the Trust's 
inception in 1980, with a 172.0% growth of the net 
asset value over 5 years. 

The Trust has regularly outperformed its equity rivals 
and has shown much lower volatility. It has also main- 
tained a much higher income than most Far Eastern 
Trusts: the current dividend yield of the Trust is 3.0%. 
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JF PACIFIC INCOME TRUST 


Performance ( with Income ) Vs Indices ( USS ) 
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JF Pacific 
Income Trust 








While we believe investment in this Trust could 
be very rewarding, the price of shares in the 
may go down as well as up 

For further details, mail the coupon below 
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Jardine Fleming 
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To: Mr. D. T. Wilkie or Mr. V. Chan 
Personal Financial Consultants Ltd. 


1301 World Trade Centre, Causeway Bay, Hong Kong. Tel: 5-7908448 


Please send me details of the JF Pacific Income Trust. 


| Name: 





Address: 
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banks' applications for branch status, those of Drexel Burn- 





ham Lambert Inc. and Kleinwort Benson, were approved by 
the MoF in November. 

— The outflow of Japanese capital into foreign bonds and 
equity, and a rising inflow from foreigners seeking Japanese 
_ investment, are acting as a double-sided magnet drawing 
foreign investment banks and merchant banks to Tokyo. The 
Anternationalisation of Japanese capital markets brought 
- about by step-by-step financial deregulation has meant that 
“many investment instruments have become increasingly 
- complex, requiring expert foreign financial advice. Dual-cur- 
- rency bonds, for example, have provided advisory business 
to a number of foreign investment banks whose expertise is 
- sought by Japanese institutional investors. 

- A prime example of one aspect of Tokyo's financial 
liberalisation producing a quick spin-off for merchant bank- 
ers who have located in Tokyo is the shogun bond, a US dol- 
lar-denominated bond issue made in Tokyo. In October the 
Southern California Edison Co., a power utility, raised 
- US$100 million on the Tokyo market at a rate about 0.25% 












| 


Ia 
Hd 
is 





+ V) 
ESA 
r P" 
m 
+ 


* I 
L 


| 1 Daiwa head office: a quick spin-off. 
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- less than would be possible in the US. Smith Barney, Harris 
- Upham and Daiwa Securities co-managed the issue, and 
' bankers say that type of cooperation is likely to become the 
norm. 

EM he decision by Southern California Edison to issue 
3 in Tokyo appears to have been taken out of considera- 
| tion of the fact that such issues in the US have in any 

| case been drawing a high percentage of y pen investors, 
L $0 it was better to go to the source of the capital. More 

un bonds are expected, partly because of the success 

of the first issue but also because some Japanese investors 

have slowed investments in US securities, perhaps in re- 

| sponse to Japanese Government concern over the increas- 

| ingly political issue of the effect of such outflow in weakening 
| the yen. 

Also, some New York investment bankers now regard 

| Tokyo as the world's second-biggest market after New York, 

} with London in third place. They believe 24-hour trading in 

British Gilts, US Treasury bonds and Japanese Government 

} yen bonds may only be two years away, noting that probably 

f in less than 12 months all-day trading will begin in yen bond 
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Japanese acquisitions of 





foreign companies are increas- | 


ing, though there is a shift of focus towards Europe. British |. 
merchant banks in Tokyo appear to be encouraging Japanese |. | 


companies to examine the feasibility of using acquisition as a. 
manufacturing launch-pad. The banks are advising Euro- 
pean concerns that in nearly all cases Japanese companies, 
unlike many US counterparts, are genuinely interested in the 
task of manufacturing and marketing, as against buying up a 
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company for resale as a whole or in parts. Still, of about 24Ja- : 


panese acquisitions announced in 1984, 18 were of US com- 
panies. The total compares with about 21 in 1983, 16 in 1982 
and 15 in 1981. 

Project finance, though on the territorial map of specialist 
merchant banks, has eluded most if not all foreign merchant 
bankers in Tokyo. Japanese banks and securities houses are 
said to have a stranglehold on this business. Nonetheless, be- 
cause of the denationalisation of many project-finance pack- 
ages, for example where a project management specifies a sin- 
gle package of multiple currencies, Japanese banks are tend- 
ing to seek at least the advisory services of merchant banks. | 

Venture capital is another area that 
has proved difficult for foreign mer- 
chant banks to enter in full force or 
independently. There is some interest, 
but participation has been confined to 
equity participation in Japanese venture- 
capital companies, or to joint ventures. 
As with project finance, Japanese banks 
have tended to dominate venture capital 
funds, using as bait services ranging 
from conventional banking to market- 
ing, most of which are on tap from within. 
the major banks’ business groupings.' 
Foreign merchant banks usually 'can-, 
not offer a follow-up service incor- 
porating integrated packages of that 
scope. | 
Japanese venture-capital investment 
itself is showing epar win. According 
to a survey by the Ministry of Interna- 
tional Trade and Industry, at the end of 
1984 the amount of outstanding venture 
capital totalled about  *85 billion 
(US$407.86 million), 42% up over the 
1983 figure and a 125% rise on 1982. 

For all the interest of foreign{mer- 
chant banks in Japanese capital, equity 
and bond markets, there is a matching 
enthusiasm on the part of Japanese 
banks to diversify into securities trading, 
and keenness of Japanese securities companies to compete 
head on with the foreigners at home and abroad. Particularl 
active are the Nomura and Daiwa securities companies, bot 
of which trade in London and New York and have applied for 
primary-dealer status as accorded by the US Federal Re- 
serve. 

One New York investment banker in Tokyo boldly esti- 
mates that Japanese securities firms’ expertise in bond trad- 
ing has risen five-fold over the level of a year ago. He has wit- 
nessed these companies’ first play safe with US Treasury is- 
sues, proceed to corporate bonds and now with growing con- 
fidence diversify into high-yield or, unkindly, “junk” bonds. 
To develop such expertise some securities companies have 
abandoned the traditional Japanese corporate practice of 
rotating staff, instead preferring to keep bond traders in that 
job for periods of five years or more. 

Although banking and securities activities cannot be 
undertaken by the same company in Japan, the ah demain 
through the MoF has facilitated the swoop by Japanese 
banks into the international merchant-banking arena.by al- 
lowing their overseas subsidiaries to underwite for Japanese 
companies. 
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The Financial Source?" Worldwide. 


bi Manufacturers Hanover Asia Limited: 43/F Edinburgh Tower, 15 Queen's Road Central, Hong Kong. Tel: 5-841-6900 
| a Manufacturers Hanover Limited, Sydney: 14/F State Bank Centre, 52 Martin Place, Sydney, Australia. Tel: 235 4600 
Manufacturers Hanover Limited, Tokyo: I/F Asahi Tokai Building, 6-1, 2 -chome Ohtemachi, Chiyoda-Ku, Tokyo 100, Japan. Tel: 245-0111 
Manufacturers Hanover Trust Company: Branch Offices: Hong Kong, Manila, Osaka, Seoul, Singapore, Taipei, Tokyo 
Representative Offices: Bangkok, Beijing, Bombay, Jakarta, Kuala Lumpur 
Subsidiaries: Manufacturers Hanover Australia Limited, Sydney 
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The life of Richard Hughes spanned nearly eight 
decades, most of them spent as one of Asia’s leading 
foreign correspondents. And Hughes’ world was 
peopled by the memories of those decades. 


It was a world of the hilarious... like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre...like the Teikoku 


— poisoner who massacred a bank's staff for a haul of 


USS800. 


It was a world of the touching... like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 
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FarEasternEconomie 


RELEASED 


only US$7:75 





f BAREFOOT 
REPORTER 


The best of the Richard Hughes 
columns from 1971 to 1983 








soft Cover: 184 pages O 
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To: Publications Division 
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G. P. O. Box 160 
Hongkong. 


Yes! Please send copy(s) of the 
Barefoot Reporter for which I enclose 
US$7.75 each. 


For surface mail delivery add US$1.00 
and for airmail delivery add US$3.00 
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kong had therefore to look else- 
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Looking healthy 
despite one 
market's death 


By Teresa Lim in Hongkong 
m ongkong's merchant banks have so far seen a satisfac- 


tory year despite the collapse of one market and con- 
syndications market, and though some bankers may argue 





tinuing malaise in some others. The death was of the 


that it is still capable of at least a kick or two, no one doubts 


that its vigour of the early 1980s is well and truly over. 

Its demise was caused by many factors over the past two or 
three years. Latin America's debt-repayment problems had 
already made banks very jumpy 
when opposition leader Be- 
nigno Aquino was assassinated 
in the Philippines. They began 
to rethink their positions vis-a- 
vis sovereign risk in Asia, and 
the consensus was for more cau- 
tion. Their reluctance to lend 
was matched by a growing de- 
sire by the governments them- 
selves to borrow less. 

At the same time, as oppor- 
tunities for syndicated loans 

began to shrink, competition 

i here increased, especially from 

| Japanese deposit-taking com- 
panies. The result was paper- 
thin spreads as in the recent 
Thai borrowing in yen which 
had interest at 0.125% over the 
London inter-bank offered rate 
for the first two years and 
0.187% for the remaining eight 
years. 

Merchant banks in Hong- 





where for business. The most 
striking feature to emerge this 
year is how they found new 
business in fixed-rate Hong- 
kong dollar instruments, nota- 
bly the certificate of de- 
posit (CD), and through the 
continued growth of the lo- 
cal: dollar commercial-paper 
market. 

Fixed-rate CDs burst onto the local scene with a ven- 
geance this year with the current record-low interest rates, 
and so far this year total about HK$4 billion (US$512.8 
million). Some of the banks which issue these CDs may want 
all ora part of the Hongkong dollar funds because their depo- 
sit base here is narrow. But the overwhelming majority of the 
banks which issued fixed-rate CDs this vear have done so 
purely to swap them for the floating-rate obligations of cor- 

rations which borrowed money in previous years before 
interest rates fell to such unprecedented lows. 

Some of these corporate treasurers want to restructure 
their debt by fixing interest rates at the current level, believ- 
ing that the prevailing lows cannot last. They are willing to 
pay a price to the institution that transfers to them its fixed in- 
terest rates — say Company A is paying a 0.25% over Hibor 
(Hongkong inter-bank offered rate), while Bank B is paying 
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a fixed interest rate on its funds of 9.5% a year. Bank B pass- 
es on to Company A interest fixed at 10%, thereby earnin 
0.5% on the transaction. In return, Company A transfers the 
Hibor element of interest package to the bank, retaining the 
spread of 0.25%. Bank B ends up paying Hibor minus 0.598 
and Company A 10% plus 0.25%. 

Company A's swap counter-party, in this case the bank 
which issues the fixed-rate CD, is happy to take over a float 
ing-rate obligation since its underlying assets are floating rates 
anyway; the merchant banks which arrange the CD eam 
nice fee; the investor gets a much higher interest rate through 
his or her CD (currently 8-12% ) than through normal depa- 
sits with a bank, and so everyone is happy. Of course, the mos 
ment interest rates rise, this market could evaporate. Willy 
Lim, assistant vice-president, corporate finance, at Citicorp 
International, believes, however, that Hongkong interest 
rates will not increase dramatically over the next six months 
unless the US economy rebounds, so the outlook for fixad- 
rate CDs remains good in the short term 

The popularity of commercial paper, meanwhile, stems” 
from the fact that banks charge the borrower less for arrange 
ing this facility than for a syndicated loan since it is a security 


carries the risk in the short terme 
Demand for it has been growing 
but blossomed in the past We 
years as investors grew more 
familiar with the instrument. Lim 
estimates that the total number 
of issues in the first nine montis 
of 1985 amounted to HK$4-5 bil- 
lion compared with slightly 
more than HKS4 billion for the 
whole of last vear 





ome of the leading corpos 
rate lights which have been 
tapping the capital mar 
kets via commercial paper m- 
clude Hong Kong Nuclear In- 
vestment Corp. and Wharf 
Properties, the former TOF 
HK$500 million at an undis 
closed rate over seven years, amd 
the latter for HK$! billion at 
0.125% over Hibor for three 
years. The merchant banks ime 
volved were, respectively 
Schroders Asia, and Wardley 
and Chemical Asia 

Lim says that, on the whole 
arranging commercial-paper 
facilities and taking positions m 
fixed-rate instruments have 
been very profitable for the 
licensed deposit-taking com- 
panies involved, “because the 
interest rates have been very kind to everyone.” He argues, 
however, that merchant banks here cannot afford to be com- 
placent and there is a strong need to broaden the Hongkong 
dollar scene overseas. One way could be through arranging 
currency swaps for top European names which want to take 
advantage of Hongkong's lower interest rates. "Hongkong 
has lots of companies with existing foreign-exchange debt 
which they could hedge into Hongkong dollars," he said. The 
foreign exchange is mainly in US dollars and sterling, but there 
are pockets of yen, Deutschemarks and Swiss francs 

[n connection with this, one slightly worrying event was 
the World Bank's failure to materialise as a borrower in the 
Hongkong market in local dollars though the word was ow 
that a Bank team in Hongkong en route to the Bank/Interna- 
tional Monetary Fund meeting in South Korea has sounded 
out Financial Secretary Sir John Bremridge over the possibil- 
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- and HKSI billion. 


statutes rule that it must seek the 
international borrowers from com- 
| World Bank asked, it was apparent- 


- lar. So, because the World Bank's 


tions, Hongkong lost the chance of 


" visory divisions saw an average to 
"satisfactory year though the lan- 


stockmarket considerably. The cur- 
t rent fine spreads which Hongkong 


— Hutchison 


— HK$3.5 billion ac- 


_ ity of tapping the market here for 





anything between HK$500 million 


Apparently, the World Bank's 


permission of the government 
whose capital market it wants to tap. 
And while Hongkong cannot stop 


Ing in when they want, because the 


ly told “no” because Hongkong does 
not want to internationalise its dol- 


hands were tied by its own regula- 


getting a top-quality name into its 
market. 
Meanwhile, merchant banks’ ad- 


guishing shipowning and banking 
sectors narrowed the local 


companies can command also 
means they will bother less and less 
with raising capital through equity. 
"Traditional loan-stock issues are 
dead," said Stephen Clark, formerly of Wardley but now 
with colleague Francis Yuen heading Citicorp International's 
new corporate-finance department. 

The bright spot in this sector has been the emergence of 
private placements. Collectively, these have raised more 
than the traditional rights issue and one estimate places the 
total at HK$2.5 billion so far, compared with slightly more 


—than HK$1 billion for the whole of 1984. Clark believes this is 


one development that is going to continue and those who 
cannot perform will find themselves increasingly out in the 
cold. 
Another good feature this year was the number of suc- 
cessful rescue operations of companies, rescues being among 
the most difficult of merchant-banking work. Some of the 
companies that emerged intact out of complex lifeboat 
schemes were Paliburg, Hsin Chong, and Associated Hotels 
which owns the Hyatt Hotel here. 

Then of course there were the big mergers and acquisi- 
tions which individually provided the merchant banks in- 
volved with all the icing they needed on the year’s work: 
Wham- 
poa’s HK$2.9 billion 
ee of a 34.6% 

lock in Hongkong 
Electric from Hong- 
kong Land, Hong- 
kong and Kowloon 
Wharf's HK$2.5 bil- 
lion takeover of 
Wheelock Marden, 
and Hutchison and 
Hongkong Electric's 


uisition of Interna- 
tional City Hold- 
ings. Together with 
all the smaller 
merger and acquisi- 
tion activity and 
company rationali- 
sations that have 
been going on, the 





Clark and Yuen believe there is 
every potential for some more large 
transactionsover, say, the next eight 
months or so, though they do not ex- 
pect much activity in the new issues 
market in the months ahead. At the 
end of 1984, many analysts were 
predicting substantially more 
merger and acquisition activity in 
1985 because the political situation 
had cleared up somewhat and with 
the stockmarket at around 1,200 
points, many companies looked 
cheap. Now the market has moved 
up to the 1,600-point range, but that 
apparently may not act as any kind 
of deterrent to prospective buyers so 
long as they believe in the relative 
stability of Hongkong. 


he majority of foreign in- 

I vestors buying into Hong- 
kong companies so far are 
from Southeast Asia, since they 
understand the market here better 
than most other outsiders. But non- 
Southeast Asians have been coming 
in — Arab Banking Corp.'s take- 
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hai over of Sun Hung Kai Bank and De- 


laware North Co.'s purchase of Dairy Farm's catering divi- 


sion being cases in point. Clark said all the potential buyers of 
the Dairy Farm division were non-regional, none of them 
Southeast Asian. 

Since advisory work depends very much on the state of the 
stockmarket, the future of this sector lies very much in the 
hands of stockmarket investors. So far, the small to medium 
investors who formed the bulk of demand in the 1970s and 
early 1980s have not made up their minds about the future of 
Hongkong. There are signs that their doubts will linger at 
least until the basic law — the territory's mini-constitution 
for the post-1997 period — has been finalised to their satis- 
faction. 

These investors more or less disappeared after 1982, pre- 
ferring to keep their cash in the bank. They have been re- 
placed by institutions who now dominate the market, and it is 
unlikely that the balance in the future will shift back in favour 
of the medium-sized local investor. The political factor has 
kept the territory awash with liquidity for an unusually 
long time. Clark believes that sentiment on Hongkong is 


50:50 now. which 
accounts for the 
stockmarket's con- 
tinued meanderings 
around the 1,600 
level. 

Eventually, the 


money will either go 
in huge volumes into 
the stockmarket, 
Clark contends, or 
will be transferred 
into US dollars and 
never come back. He 
argues that once the 
perception is that 
Hongkong's medium 
future at least is 
good, the stockmar- 
ket will rocket up- 
wards. When that 
happens, merchant 
bankers will be 
waltzing all the way 
home. o 
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World banking 
is our business 


BNP is Europe's largest bank, 
with a worldwide network 
operating in 75 countries. 


With over 100 branches, 
subsidiaries and 
representative offices 
throughout the Pacific 
Basin, BNP is ideally 
placed to meet your 
business and 

banking needs. 


BANQUE NATIONALE de PARIS 


Head Office: 16 bid des Italiens, 75009 Paris 
Tel: 42.44.45.46 - Telex 
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The Chase Partnership at work. From left to noht: Byun. Char Ful. Chase Korea; Lee. Yeong-Ki. Hyundai Heavy Industrie Ar|ur K. Mathrani, Chase 


nang, Byuna-500, Hyundai Heavy Industries; Chae, H } K, Ihe Export-Import Bank of Korea and Jahng, Won-Hyuck, Chase 


Global (port Credit Agency Financing 


J 





As one of Korea's premier industrial groups, Hyundai needs 
a banking partner that can offer superior financial solutions. A 
bank with true global reach and in-depth industry knowledge. 

But these aren't the only reasons Hyundai chose Chase. 

They recognised our strong capabilities in arranging 
syndications, private placements, note purchose transactions and 
major currency and interest rate swaps. 

- Capabilities which Chase and Kexim, Korea's Export and 
Import Bank, have used to finance the building and exporting of 
no fewer than 23 ships for Hyundai since 1981. 

Proof beyond doubt of the success of the Chase Partnership. 
A simple but dynamic approach which enables us to serve you 
better — whatever your business. 

















Swedi Is h- related business: 


If you do business in Sweden or with 
Swedish firms anywhere in the world 


there is one natural, almost inevitable. 


banking partner: Skandinaviska 
 Enskilda Banken. 


S:E-*Banken is the largest 
commercial and investment banking 
-group in Sweden, with assets of about 

US$20 billion. | 


We serve 7096 of Sweden's listed 
companies — including leading ex- 


porters like ASEA, Atlas Copco, Alfa- 
Laval, Ericsson, Saab-Scania and Volvo. 


With the striking growth over 
recent years of Sweden's international 
industry and trade S-E-Banken has 
naturally expanded with it. We provide 
comprehensive commercial and 
investment banking services, not only 
for Swedish companies and their 


subsidiaries around the world but also - 


for firms dealing with them and those. 
trading or manufacturing in Sweden. 


Experience 


That is why, today, over half of all 
Sweden's foreign payments are made 
through S:E-Banken and why, with 
our superb record in currency manage- 
ment we now rank 11th in the world | 


x in foreign exchange dealing. 


We have offices in the world's |. 
leading financial centres supported by 
over 2,500 correspondent banks onall 
five continents, giving us the largest — 
international network of any - 
Scandinavian bank. 


If you need a powerful, influential. | 
and soundly based partner for your > 
business concerned in any way with | 


Sweden you need S-E-Banken. 





50 Raffles. Place: * 








ae Ss candinaviska Enskilda B: nken — 
| ~ [South East Asia} Limited pu 
-Skándiriviska Enskilda Banken (South East Asia) Litrüted 
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INDIA 


New pragmatism 
sparks hopes of 
a business boom 


By Meenakshi Behara in Bombay 


s it becomes increasingly obvious that the Indian Gov- 
ernment will probably not be able to do all that it wants 

to in the seventh five-year plan (1985-90) — mainly 
because it finds it difficult to raise the cash — Prime Minister 
Rajiv Gandhi's pragmatic policymakers have started taking 
notice of a new source of funding: the private sector. 

There is talk of more major projects being funded as joint 
ventures, even in areas barred to private-sector participation 
for many years. Two oil refineries and an aromatics plant re- 
quiring estimated investments of Rs 22.5 
billion (US$1.5 billion) are currently 
being spoken of as definite joint-venture 
possibilities. Other prospects are the 
eight fertiliser plants to be built in the 
wake of the 1,700-km  Hazira gas 
pipeline, plus projects in the power sec- 
tor, in coal and in telecommunications. 
With a market as promising as this, pro- 
ject financing is acquiring a new glitter 
for India's merchant bankers. 

Although merchant banking as a con- 
cept came to India as late as 1967, via 
Grindlays Bank, it has grown substan- 
tially from being largely a share-issue 
business to providing financial-super- 
market services. However, project 
financing has been rather restricted so 
far — essentially to loan syndications. 
And in this sphere the role of Indian 
merchant bankers still seems indetermi- 
nate. They have, however, helped their 
principals score some notable successes. 

For instance, Merrill Lynch, whose 
agent in India is DSP Fi- 
nancial Consultants, 
probably the first in 
India to realise the 
scope of project financ- 
ing, walked off with the 
mandate for the USS150 
million floating-rate 
note (FRN) issue of the 
Oil and Natural Gas 
Corp. early this year, 
the first Indian FRN to 
be launched. Now a sec- 
ond Indian FRN issue is 
on the cards — from the 
State Bank of India, 
with a US$120 million 
issue. This time round, 
Morgan Guaranty 
seems set to get the 
mandate. 

Whether such busi- 
ness will be a high- 
growth area remains a 
matter of conjecture. 
Indian Finance Minis- 
try officials state 
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categorically that they want to keep commercial borrow- i 


ings down and ensure that a 20% debt-servicing ratio ts not 
exceeded. In fact, much to the World Bank's discomfiture, 
India refuses to contract commercial borrowings of more 
than US$2 billion annually in the period 1985-90, though 
the Bank is talking in terms of more than US$4 billion 3 
year. 

Moreover, the government has always insisted on the pri- 

vate sector borrowing only enough to meet its needs for ime 
ported equipment. External borrowings are normally chan- 
nelled through the banks or through public-sector financial 
institutions. Clearances over the past couple of years For im- 
port of capital goods to promoters of projects have aggre- 
gated US$700 million, of which clearances allocated to ime 
stitutional credit accounted for just over 9095. In such a cone 
trolled atmosphere, merchant bankers have obviously found 
their activities restricted. 

But they are not wasting time. The search goes on for 
tie-ups similar to those of DSP which, as well as with Mer- 
rill Lynch, is associated with Dresdner Bank and Banque 
Francaise du Commerce Exterieur. With 70% 
nance designated in US dollars or yen, some merchant bank- 
ers are busily looking for Japanese tie-ups. But Citibank: 
which has recently reactivated its mere 
chant-banking group in India, is going to 
be a tough competitor, considering the 
standing it has in Japanese markets 

Other links either established or 
being established are with Hambros, 
Barclays, Lazard Bros, Hill Samuel and 
Samuel Montagu. Lazards' joint venture 
is with Credit Capital Finance Corp., a 
recent entrant into the business. Lazards 
has specialised in working alongside 
government-to-government ax — proe 
grammes and this year the company ar- 
ranged a £65 million (US$94 million) 
line of credit to synchronise with a Bre 
tish Government aid programme. In 
1984, it managed a £156 million mixed 
credit for a power station to correspond 
with a huge British Government aid 
package of £131 million. 

Another area of expansion ts in ar 
ranging non-resident Indian invest 
ments, notably via a Barclays Bank tie 
up with JM Financial Investment and 
Consultancy Services, 


one of India’s largest 
issuc houses and 
portfoho management 


advisers (which is await 
ing government ap 
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proval) and a Biria- 
Warburg venture into 
mutual funds. GT Man- 
| h- agement has tried t0 
il » work on a similar basis 
gE with the Unit Trust of 
i India (UTI). But Merrill 


Lynch overtures to UTI 
seem to be working out 
better 

Indian merchant 
bankers are also concen 
trating on inter-corpo- 
rate lending, which has 
grown phenomenally in 
the recent past. Esti- 
mates put the level of 
current inter-corporate 
deposits at more than Rs 

Xllion. Because the 
regulatory provisions of 
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1 suci | cases, cash-starved companies can easily sidestep 
inks and borrow from cash-rich ones. Interest rates on such 
pans have varied from 12% to 16% in comparison to the nor- 
ial bank lending rate of 18%. 

‘Since merchant banks are prevented from accepting de- 
»osits and re-lending them, their role has in effect been one of 
»okerage. This has created some problems, including im- 
proper debt evaluation and undercutting on rates. 

- Simultaneously, merchant bankers have moved into trade 
sills discounting — always co-accepted by scheduled banks. 
A boom in this activity in the past few months coupled with a 
sudden tightening of money-market conditions has meant a 
‘ise in interest rates to 16-18% from just over 13% a few 
months ago. But since much of this financing is beyond the 


" STRALIA 

A rush to get 
in while the 
Joor is open 


3y Hamish McDonald in Sydney 

lor a sector widely predicted to 
=a shrink under pressure from main- 
| stream banks — which have sharp- 
increased in numbers and been al- 
owed a much longer regulatory leash — 
erchant banking in Australia has seen 
in astonishing number of new entrants 
ver the past year. When Treasurer 
Paul Keating announced in September 
984 a waiver of local-equity require- 
nents under the foreign-investment 
code for merchant banks, this looked 
ike a consolation prize for those foreign 
Janks likely to miss out on a full banking 
icence: a chance to shed unwieldy 
artnerships and develop closer links 
vith the parent bank. 
— The response surprised the banking 
try. By the end of October 1985, 
eating had approved applications by 
4 of the existing 59 merchant banks to 
estructure their ownership, and had 
ipproved 60 applications to set up new 
nerchant banks, mostly 100% -owned subsidiaries. Allowing 
or some overlap, the Foreign Investment Review Board sees 
he result being a merchant-bank sector with 125-130 players. 
These are joining a field where the handicapping has shifted 
quite sharply away from non-bank financial institutions (in- 
duding merchant banks, finance companies, building socie- 
ties etc.) to the licensed banks, particularly in straight bor- 
owing and lending. 

With the lifting of the “14-day rule" on 1 August 1984, 
trading banks were allowed to accept short-term deposits, 
previously the major funding base of merchant banks, or 
"money market corporations" as they are known officially. 
In the first year of the new regime (to August 1985) the banks 
were able to increase their borrowings from the private sec- 
tor by 18.3% to A$85.6 billion (US$59.9 billion) while the 
non-bank institutions increased borrowings by only 7.25% to 
A$59 billion. 

. This competition is set to increase following the approval 
of 18 new banks (including the Bank of China, and Mac- 
quarie Bank) early in 1985 to join the existing network of 16 
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credit limits set by the Reserve Bank of India, the centra 
bani rge-scale clampdown is being attempted. Com- 
pa not using their bank limits fully, but using cheaper 
ill discounting instead, face the prospect of cuts in their 
limits. 

Despite all this extra activity, it is issue management that 
continues to be the main activity of merchant banks in India. 
Capital markets have been on a continuous upswing, with 
capital issues in the 1984-85 financial year jumping to Rs 
20.03 billion in respect of 712 cases from Rs 10.23 billion in 
respect of 599 cases in the previous year. There has been mas- 
sive over-subscription — in one case Rs 4.5 billion for a Rs 30 
million issue — so with issue management bringing in fees 
of 0.25-0.5% it is likely to remain the bread-and-butter ac- 
tivity. Oo 
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banks (counting the trading and savings arms of the Westpac, 
National Australia, ANZ and Commonwealth banks as 
one). By October two of the new entrants, the Chase-AMP 
Bank and Lloyds NZA, had opened their doors. And in addi- 
tion to their new borrowing and lending freedoms, the banks 
have been cleared to move into once segregated financial 
preserves, taking trading positions in the Sydney Futures Ex- 
change and buying 50% equity in stockbroking firms. Mar- 
gins have tumbled with introduction of negotiated brokerage 
rates: in futures trading, for example, fees have fallen from 
about A$60 to A$4-5 a round turn. 

The harsh trading conditions in the money market were 
cited by Tricontinental Holdings — ranked seventh in asset 
size among Australian merchant banks 
in 1984 — as the cause of a 39% drop in 
net profit in the year to 30 June 1985 
after a 13-year run of profit growth. 
Other results due in from the sector are 
expected to show a similar squeeze. 
Where most of the new entries expect to 
find profitable business mystifies many 
bankers. In some cases it appears a pre- 
cautionary move, to get in while the 
door was open (Keating initially waived 
the foreign investment rules for one 
year). Such banks may continue to ope- 
rate essentially as the representative of- 
fices they previously were, with their 
new capitalisation buying only added 
prestige. "A lot of people are prepared 
to lose money rather than lose face," 
said Shroder Darling and Co. chief exe- 
cutive Brian Gatfield. 

Shroder Darling is one merchant 
bank that saw the writing on the wall 
and quit lending altogether, selling its 
loan portfolio to Midland International 
Australia in 1983, and concentrating chiefly on invest- 
ment banking and transactional business. Like a number 
of merchants, it has set up a capital-markets division 
to deal in long-term securities and for some time has 
kept a representative in Tokyo to deal with Japanese in- 
stitutions — a major force in the Australian bond market 
since 1982. 

For those that choose to fight in a medium-sized lending 
market — total lending was A$154 billion in August 1985 — 
the profits will go to those institutions with the cheapest sup- 
ply of funds. 

- The big four domestic banks continue to enjoy a substan- 
tial “free” deposit base with about 25% of all deposits in non- 
interest bearing accounts. This loyal clientele will no doubt 
be whittled down by competition from the likes of Citibank 
and Chase, but will not be transferred to them. The new 
licensed banks will therefore have to pay as much as anyone 
for their funds. At the same time they will be subject to the 
prudential requirements of the Reserve Bank of Australia, 
notably the statutory reserve deposit earning only 5% in- 
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The People's 
Republic of China 
Year-Book 1984 
2 colour illustrations, 
( 0 b/w illustrations and 
all the information on 
China you'll ever need! 

. . Now only US$75 
UE (hard cover) 





= 
rh he 970-page People's Republic of China Year-Book 1984 is 
vithout doubt the single most complete reference work ever 
oduced about China. Its contents range from the land and its 
yeople to business, economics, finance, culture, education, 
ol litics, science and technology and countless other subjects. 


t is it? 

i result of thousands of man-hours, the People’s Republic 
Y China Year-Book 1984 was written and edited by The New 
hina News Ltd. and Evergreen Publishing Co., a group of 
ledicated professionals who know China intimately. The 

$s ult is a book of unmatched breadth and depth. 


Nho needs it? 

Completely indexed, the People’s Republic of China Year- 
ook 1984 places thousands of facts and bits of information 
t your immediate disposal. The book is essential to 

busi inessmen, financiers, students, professors and virtually 
inyone with a need to know or a keen interest in China of 
oday. Liberal use of charts, maps, tables and colour 

hotos makes the book enjoyable as well as informative 

ks iC ing. 

How to get it 

Order your copy(s) now by simply completing the coupon 
bel ow and returning it together with the indicated payment of 
JS$ 75 (or the equivalent in — currency) to the indicated 


Address: 


á — here's s a double-barrelled offer - 
you cannot afford to pass... 


[ Circulation Manager, Far Eastern Economic Review, G.P. O. Box 160, Hong Kong. | | 
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The Annals of © 
China’s Enterprise 
Register 1984 


1200 pages of vital and 
detailed information on 
all major Chinese national 
corporations and foreign 
trading companies! 
Now only US$80 
(hard cover) 


$1 
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This Register contains information on 600 Chinese national 
corporations and foreign trading companies, and their branch 
offices. Published bilingually in English and Chinese, it 
provides a company profile, copies of business licence and 
certificate, scope of trade and registered capital of the 
individual corporation. 


What is it? 

This Register draws its information from the data file provided 
by the State Administration of Industry.and Commerce. Based 
on the information of enterprise registrations under the |. 
economic laws, this Register is an authoritative and 
comprehensive work of reference designed to disseminate 
information for all licit corporations. - 


Who needs it? 

This Register, completely dependable and well documented. 
presenting reliable information and data for China's socialist, 
economic construction is a must for business executives, 
financiers, industrialists, or anyone currently doing or 
planning to do business with China. It further serves as a; 
valuable reference source for those involved in the study of 
Chinese economy. 

How to get it 

Simply complete the coupon below today and send together 
with your payment in the amount of US$80 (or equivalent in 
your local currency) per copy. 


Order both books and save US$25. Clip and mail this coupon today! Send to: 


|^ O Please send ........ copy(s) of | B) O Please send ........ copy(s) of | Buy both and save US$25 | 

j The People's Republic of | The Annals of China's | | 
China Year-Book 1984 for Enterprise Register 1984 for | C) -O Please send ........ set(s) of both 

which I enclose US$75 per | which I enclose US$80 per The People's Republic of China. | 
copy. For surface mail delivery | copy. For surface mail delivery | Year-Book 1984 and Annals of 

add US$10. for airmail add US$12. for airmail | China’s Enterprise Register 1984 | 

delivery add US$22. | delivery add US$25. | for whieh I enclose US$ 130 per 

set. For surface mail delivery a | 
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generally estimated to average 
out at an extra 0.75% cost on bank 
funds. 

In theory this raises again the 
debate about whether a bank li- 
cence is worth having for the new- 
comers. A wholly owned mer- 
chant-bank subsidiary of a major 
foreign-bank parent should be 
able to tap external markets at a 
small margin on the London inter- 
bank offered rate (Libor). Given 
an efficient forward market i 
foreign exchange, bankers say, 
this could provide funds at essen- 
tially the Australian bank bill 
rate. This theoretical margin is 
eroded to the extent that the cur- 
rency hedge market is inefficient, 
as bankers say it is now. Nor can a 
supply of funds be assured. In- 
terest-rate swaps on Australian 
dollar Eurobonds, for example, 


provide one source of Libor-plus funds but depend on de- 
mand in “Euro-Aussies.” At present this market is glutted. 
To those merchant banks now upgrading to full banks, 
such as the Bankers Trust offshoot BT Australia or Bank of 
America's BA Australia, the advantages tend to be as much 
in stability of funding than in cheaper borrowing from the 
market because of Reserve Bank backing. "There is a lot of 
uncertainty for the merchant banks," 
chant banker. * You are not sure whether you are able to fund 
yourself at all times because of dependence on offshore 
money. It tends to be that if you find some cheap money, you 
go out looking for someone to borrow it. 
banks thus tend to be liability-driven, while the banks are 


asset-driven. " 


Certain of the new merchants will go hard for particular 


bilateral trade business and 
commercial lending to com- 
patriot customers. These 
would include a number of 
the new European entrants, 
the nearly 20 new Japan- 
ese merchant banks (who 
number atnong their parents 
all the big “city” banks who 
missed out on bank licences), 
and the Korea Exchange 
Bank. 


ith the lull in re- 
source development 
since the energy 


boom of 1980-81, project 
financing has been less in de- 
mand. However, Westpac 
subsidiary Partnership Paci- 
fic has managed to export 
the skills it developed in 
Australia and Papua New 
Guinea to project loans as far 
afield as the North Sea. 

The lending competition 
in a high-interest rate envi- 
ronment has encouraged the 
merchant banks to lead the 
way into more innovative fi- 
nancial techniques. Prefer- 
ence shares, leasing and 
leverage-leasing packages 
are commonplace — Partner- 
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renewed weakness in the Australian currency. Meanwhile,” 
underwriters seem likely to test the m: irket with innova- 
tions such as floating rate Euro-Aussies, zero-coupons and so. 


said one senior mer- 


The merchant 


ALLISON FINN 






Aviation Authority of China! . 
through a leveraged lease — a 
currency and interest rate swaps 
took off in 1985 

Opportunities for swaps were 
widened with the sharp expansion 
of the Australian dollar Eurobond: 
market in 1985 (Review, 199 
Aug.). Issues in the first mune» 
months totalled A$3.715 billion) 
compared with only A$361 mil: 
lion in the whole of 1984, Uma 
doubted leader has been the Lone 
don-based Orion Royal Banki 
with a number of Australians 
based merchants also prominent 
in underwriting. 

Mid-year, investors found the 
combination of high coupon rates 
and a currency that scemed 
have exhausted its downside 
attractive one. In recent weeks 
this enthusiasm has waned with 












Commercial paper is also proliferating as Australian im- < 
stitutions follow the trend to “securitisation” and package i 
debt into marketable instruments. While bankers say thes 
development is still in its infancy in Australia, the erosion” | 
of barriers between market sectors such as stockbroking and j 
banking is quite marked, along with the erosion of disting= 7 
tions between debt and equity with the proliferation of con- T 
vertible note issues. Merchant banks have become as much if 
not more traders than lenders. | 

Use of promissory notes has expanded rapidly, with e 
facilities likely to total nearly A$12 | 


villion this year comes 
vared with less than ASI bile a 
ion five years ago. A float > 
ing-rate note introduced this 
year by several banks and? 
merchants will be ne 
forerunner of new facilities d 
pioneered in the United | 
States and Europe UR 
The welter of new instru ap 
ments and off—balance-sheet i 
liabilities has caused concer 
at the Reserve Bank, as it has i 
with central banks elsewhere. T 
Earlier this year it called for. 
licensed banks to supply reg 
ular information on these T a 
liabilities. So far the ques 
tion of extra prudential 
safeguards — which concei¥= 7 
ably could hamstring the p 
banks a little remains 1 
under study with no obvious 
solutions in sight. While the” 
merchant banks are not the 
responsibility of the Reserve 
Bank, a number of executives? 
also worry about the multipli — ! 
cation of risks through thein- [ 
terdependencies and imon 
tricacies of swap and under” 
writing transactions — not d 
necessarily from deliberate |) 
default or fraud, but from 7) 
faulty documentation and P 
legal work. a F 















B1 l 








' cently. “By further committing their resources 
| area of activity, 
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Feeling the pinch 
after a decade 
of good times 


| By James Clad in Kuala Lumpur 
- T he signs of slowdown had become unmistakable by mid- 








1984 after a long and profitable decade for Malaysia's 
merchant banks. This trend has become more apparent 
| during 1985. Enjoying buoyant growth since their emergence 
Lin the early 1970s, merchant banks once regularly achieved 
< annual earnings improvements of 15-20% even while failing 
to diversify as much of their income as hoped from corporate 
"finance, portfolio investment and equity-restructuring busi- 
ness. 
| Despite objections that, as one prominent merchant 
banker put it to the REVIEW, "we have to chase the best 
_tisks.” the pitch of Bank Negara (central bank) criticism 
about this income imbalance has sharpened recently, Central 
nkers are increasingly impatient with both the primarily 
-fund-based source of merchant-bank earnings and with the 
"direction of their lending. By the demure standards of bank 
b pardroom language, central bank lecturing has become al- 
most caustic, 
While recently retired governor Tan Sri Aziz Taha was 
‘still at the helm (REVIEW, 11 Apr.), trenchant criticism of the 
merchant banks’ high exposure to property lending and their 
“Ke fee-income levels became a regular, and pointed, feature 


_ of his agency's analyses of merchant banking. “The merchant 


banks, aving a smaller deposit base than most other finan- 
- cial institutions, must reappraise their role,” Bank Negara 
said in March. “Encouraging further syndications of loans for 
- property and real-estate development in an already over- 
su pplied market” in particular came in for heavy attack. 
- “At the present moment, the merchant banks perceive 
“lending for property development and construction as still a 
erative form of business,” Bank Negara also noted re- 
to this 
the merchant banks have not been suffi- 
- ciently discriminate in their credit allocation. By not diver- 
sifying risks and their exposure . . . they place the overall 
| quality of their assets at risk by lengthening their maturity.’ 
To this, bankers retort that generally tight liquidity (and 


1985 
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; that sho OW no sign of d l'oppine dürine 

for business expansion and thus cutting back merchant 
banks' corporate-fee income. Average lending rates of the 
merchant banks climbed from 10.9% at the beginning of 1984 
to over 13.1% by the first month of 1985 on total borrowings 
that constituted 10.2 times the total shareholders' funds by 
March 1985. 

Total loans outstanding as of June 1985 (the latest month 
for which figures are available) had grown to M$3.65 billion 
(US$1.49 billion), 12% higher than the amount 12 months 
earlier, yet earnings have dropped. Many feel the central 
bank's criticisms are unfair or skirt the key issue of profitabil- 
ity. "It is not good enough," one banker commented pri- 
vately, “to hector the merchant banks when deposits and fee 
income are harder to find. We have to invest where we think 
we will get the best return." 

Despite leaner and more competitive times, however, the 
central bank's stricture that merchant banks derive at least 
30% of their earnings from specialised service-fee income 
(by which is meant syndicated loan management, miscellane- 
ous commissions and portfolio-investment services) remains 
in force. But annual growth in fee income dropped to 12.6% 
during 1984 (compared to 26.8% the previous year). Sources 
in Bank Negara said that preliminary data show that a sharp 
moderation in fee-income growth will characterise 1985; in 
the first quarter of this year alone, merchant-bank fee in- 
come declined by 13.1%, pulling its position as a percentage 
of total income earned down to 34.4% — sharply off from 
41.7% in the last 
quarter of 1984. 

One of the reasons 
for this is that the pace 
of equity restructur- 
ing has definitely 
slowed down. Both 
normal business ex- 
pansions or mergers, 
and big-ticket restruc- 
turings arising out of 
Malaysia's New Eco- 
nomic Policy (NEP), 
have slackened as 
economic rowth 
slows. (The NEP ts a 
20-year government 
programme to trans- 
fer, among Other 
things, corporate 
equity to Malaysia's 
bumiputras — indi- 
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MERCHANT BANKS Assets, deposits, shareholders funds & net profits as at 31 December 1983 


i) 
. Deposits 


2,261,158 
754,998 


— 


1,705,800 

502,899 
646,672 349,429 
557,696 310,912 


524,881 
364,994 


260,004 
224,406 


288,353 


283,834 
240,735 


231,968 


159,603 


219,093 
149,127 


2 
3 
4 
5 
6 
7 
8 
9 


— 
e 


195,059 
219,771 


193,363 
** Position as at 30.9.83 


— 
— 


160,640 
126,350 


— 
N 





as at 31.5.82 





| Shareholders 


: Profit/loss 
funds 


***Position as at 31.3.84  ****Position as at 31.5.84 —— we on 06M "includes contra accounts. © 
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SAS” a ORE pee m ce 
monitor 275,000 square 
nautical miles in a single 


PI 
"rLockheed-Georgia 
Giving shape to imagination. — NE SER SB 
and-rescue missions, it can 


cover 2,500 miles at low 
One of the built-in altitude and stay aloft foi 
advantages of the Lockheed 18 hours. 
Hercules aircraft is its Yet its impressive elec- 
versatility. As a mari- tronic and visual surveil- 
time patrol plane it can lance capabilities in no 





value a 


way limit its 
airlifter. In that cay 
a Hercules transport can 
carry up to 50,000 Ibs. of 


4 
ae 


cargo or personnci 
If your maritime patrol 
requirements call for à cost 
effective airplane that pei 
forms a variety of roles, the 
Lockheed Hercu rafi 


clearly meets th 


a | genous people, but 
| an business affairs 





"n 


- through the govern- 


(MAS), the 
| owned Malaysian International Shipping Corp. (MISC) and 


| try’s largest merchant bank), Malaysian International Mer- 
— chant Bankers (MIMB) and other firms, fee income from 
these complex exercises is making a good impact on the bal- 











- competitors also are 
| reporting 


^4 


rimarily Malays.) 
n the first quart- 
er, local merchant 
banks advised in 
only 11 takeovers 
and acquisition exer- 
cises. There is less 
new stock-issue un- 
derwriting business 
available. 

Yet in some cases 


merchant bankers 
are finding compen- 
sating business 


ments programme 
to privatise such seg- 
ments of public en- 
terprise such as the 
state-owned Malay- 
sian Airline System 
state- 


MAS aircraft: privatisation provides a boost. 


the government's own Telecommunications Department. 
For Arab-Malaysian Merchant Bank (AMMB — the coun- 


ance-books. The current float of 49.5 million MAS shares, 


lead managed by MIMB, is being watched closely — as is 
—MIMB "5 performance in managing the unusually large, for 


Malaysia, offering. 

AMMB in particular has gained from the privatisation 
drive, advising in both the MISC and Telecommunications 
proposals. This bank also became financial adviser to the 
public sector-linked STLR Sdn Bhd, a company that is 
financing the construction of Kuala Lumpur's new Light Rail 
Transit system. AMMB, Bumiputra Merchant Bankers and 
several other merchant banks have also over the past 12 
months “committed themselves to setting up venture-capital 
joint ventures with reputable and experienced international 


venture-capital outfits,” to use Bank Negara’s words. 
Y by 31 March this year — revealed a disappointing annual 

balance-sheet in November: the year ended 31 March 
saw the AMMB group slowing to just 1.7% increase in pre- 


tax profits despite 33.4% and 40.8% increases respectively in 
the "loans and ad- 25. x 


et even AMMB — with assets growing to M$3. 12 billion 














vances," and in the 
“deposits and bor- 
rowings" categories. |ÀN 
While AMM B's 
strictly merchant- 


banking operations | 


managed a pre-tax 
profit increase of 
4.9%, AMMB's 


thinner 
times: while the fig- 
ures vary from one 
bank to another the |§ 
overall slowing 
trend is clear. 

But if the central 
bank is worried 
about the imbalance 
in strictly loans- 
based earnings vis-à- 
vis specialised fee in- 
come. it also has 
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Construction site: anxiety over lending. 


voiced loudly its an- 
xiety about the dispro- 
portionate amount 
of lending going to 
property develop- 
ment of one kind or 
another. During 1984 
fully 46.3% of the 
M$3.2 billion raised 
in merchant-bank 
consortium loans 
went for property 
purchases, construc- 
tion or property- 
development purpos- 
es. This was consid- 
erably higher than 
the amounts lent for 
these purposes by the 
financial system as a 
whole — just 20% — 
and this heavy 
weighting made a 
poor contrast to the 
mere M$440.9 million (13.6% of total merchant-bank man- 
aged credit) lent to manufacturing proposals. 

Even in fund-based earnings, the merchant banks also 
slowed during 1985, with growth dropping to rates below half 
those prevailing in early 1984. By the end of last year, lending 
had slackened to just a 17% annual growth and non-disclosed 
data for 1985 show this slackening still further. Total assets 
and liabilities of the country's 12 merchant banks (whose 
1.100 staff work from 16 offices, four of them outside Kuala 
Lumpur) stood at M$6.2 billion in June 1985 — à 15% in- 
crease over June 1984. 

An additional problem is tighter Bank Negara reporting 
requirements: new statutory reserve requirements for both 
commercial and merchant banks, announced on 29 March, 
require maintenance of higher statutory-reserve ratios with 
the central bank, varying from 1.5% to 2.5% of total 
liabilities. Accounting rules for reporting interest income on 
non-performing loans have also been stiffened, with damag- 
ing effect on announced earnings throughout the banking 
sector generally. 

During 1985, companies have tended to put more money 
into (mainly short-term) merchant-bank deposits. By June, à 
third (M$1.5 billion) of all merchant-bank deposits came 
from corporations, the largest single category of depositors. 
Commercial banks (M$1.46 billion) and finance companies 
(M$1.2 billion) took second and third ranking. 

Most bankersfeel 
the outlook is for ap- 
preciably slower 
growth during the 
next two years. With 
the blush now well 
and truly off the 
property rose, the 
quality of assets and 

| securities held by the 

| J merchant banks will 
e. come in for closer 
scrutiny though the 
"priority lending 
sectors" much. fa- 
voured by Bank 
Negara (and by the 
government behind 
it) will not bring in 
the same buoyant re- 
turns that brighten- 
ed merchant bank- 
ers in the past dec- 
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Surging ahead... 


Dresdner (South East Asia) Limited- 
international merchant bankers 


e international wholesale banking 

e dealing in foreign exchange & precious metals 
e international loan syndication 

e corporate finance 

e deposits in Euro/Asian currencies 

e primary & Secondary capital market operations 


Dresdner (South East Asia) Limited 


— Another progressive member of the Dresdner Bank Group — 


20 Collyer Quay #22-00, Tung Centre, Singapore 0104. Postal Address: Maxwell Road P O Box 3699, Singapore 9056. Telephone: all departments. 2228080 


2202677: dealing room: 2209333. Telex: all departments: RS 29355 Dreasia: dealing room: RS 24600 Dreasia. Cable: DRESDASIA 
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German quality in banking: WestLB. 


WestLB is one of the major banks in 
Germany, where dedication to quality 
iS almost proverbial. We offer made- 
to-measure loans, bonds and services 
This amply illustrates our ability 
to provide individual solutions 
tailored to specific needs. Of course, 


sophisticated services depend on 


tangible assets: The vast resources 
of international banking. Plus an 
imaginative and innovative approach 
to financing 

That, in a nutshell, is WestLB's 
simple yet universal business con: 
cept. You can bank on it wherever you 
do business 





WestLB 


The Westdeutsche Landesbank. 


Head Office Düsseldorf 
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After JFS, the 
bankers have a 
book to go by 


By V. G. Kulkarni in Singapore 
fter nearly two years of intermittent informal discus- 
sions with the banking community, the Monetary Au- 

thority of Singapore (MAS) — the republic’s quasi- 
central bank — finalised its guidelines to merchant banks at 
the end of October. Prior to the new guidelines, which went 
into effect on 1 November, banks had to depend on a single- 
page, vaguely worded directive and a host of informally as- 
sumed do's and don ts. 

The new document, containing 24 directives and 12 
notices bound in a loose-leaf folder, details the terms and 
conditions of merchant-banking operations in the republic 
and makes several of the provisions of Banking and Finance 
Companies Act applicable to merchant banking as well. In 
line with the restrictions on commercial banks and finance 
houses, lending limits of merchant banks were also tight- 
ened. From now on, a merchant bank can lend to any single 
borrower or a related group of borrowers only up to 30% of 
its capital funds. 

The MAS can increase the lending limit to 100% if the 
facilities in excess of the 30% are guaranteed by the bank's 
head office or shareholders or if there are subordinated loans 
from the head office or the shareholders to cover the excess. 
However, these limits apply only to 
lending in Singapore currency. Loans 
in foreign currency come under dif- 
ferent provisions applicable to Asian 
Currency Units (ACUs), which are 
covered separately under the Bank- 
ing Act. 

Those merchant banks which have 
exceeded the 30% limit have been 
granted a two-year grace period to 
bring their portfolios in line with the 
new restrictions, but are required to 
submit the details of excess lending to 
the MAS by 1 December. However, 
these restrictions do not apply to 
transactions with the Singapore Gov- 
ernment, other banks, telegraphic 
transfers, letters of credit and so on. 
Other lending restrictions involve 
loans against the security of the 
bank’s own shares, to directors or 
their families and staff and companies 
related to the bank. 

Restrictions on investments in- 
clude a proviso that merchant banks 
may not acquire more than a 20% 
stake in any company. However, this 
restriction does not apply if the ac- 

uisition results from recovery of 

ebts owed to the bank or from an ob- 
ligation of an underwriting agree- 
ment. All the same, the MAS would 
have to be consulted in the matter. 
Annual approval of the MAS would 
also have to be obtained for the ap- 
pointment or reappointment of an ex- 
ternal auditor. The auditors of mer- 
chant banks, like those of commercial 
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MAS HQ: guidelines at last. 
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banks and finance hosues, must not only comply with Hie 
MAS directives but must also alert the MAS if they are come 








SS80 | SIMBL 
S$50 SIMBL 
US$30 SIMBL 
USS30 SIMBL 
S$30 SIMBL 
USS65 SIMBL l 
$$70 SIMBL | 
S$50 | Wardley f 
USS70 | Morgan Grenfell (Asia) | 
US$100 Citicorp Singapore 1 J 
US$80 Citicorp Singapore l 
nif 
US$50 Citicorp Singapore 1. 
US$200 Credit Suisse First | 
Boston (Asia) _* 


cerned about any of the activities of the merchant bank dm 


question. 


| j 
One of the notices clearly warns merchant banks that they 4 
should observe the MAS policy of discouraging the inter 


nationalisation of the Singapore dollar | 
consulted in advance in writing before a merchant bank cone 
siders lending more than S$5 million (U8$2.4 million) to none 
resident companies or individuals or resident individuals and 
firms if the credit is likely to be used abroad. These facilites 
include syndicated loans, bonds or other financial paper. 
Merchant bankers who in the past had to go to the MAS 
for even minor clarifications of the 
rules are relieved that at last they 


which makes their ope, ations easier 


of merchant banker Jardine Fleming 
Singapore (JFS) in 1984 still lingers 
among the banking community. The 


MAS for alleged unprofessional a 
vice given in a corporate merger 
Most bankers would still prefer 
prior consultations with the MAS ff 
they have the slightest doubt about 
Official reaction to a particular 


Nevertheless, Singapore wants 1) 
encourage sophisticated banking ME 
the country. The tax holiday Tor 
most of the preparatory 
to 1993 in the latest budget in March? 
Stamp duties on offshore ACU transa 
actions were also introduced in March 
1985, as was a 10% concessionary tax 
on fee-based activities in offshore 
ACU activities 
munity has grumbled that the proces 


the authorities will have to be come 
vinced on a case-by-case basis. But 
the government has not budged from 
its stand. 

Financial and business services in 
Singapore, which grew by 12.8% in 
1983. have eased off to a growth rate 
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licence of JFS was revoked by the 
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[he MAS must be | 


have a detailed document to refer toi 


But the bitter taste of the ousting 
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dure for tax exemptions on syndig 
cated credits is too cumbersome 39 
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of 10 «9j »: the effec thee: 
nk ies tability. According a sur- 
| by the suuin firm Peat, Mar- 
ick, Mitchell, the profits of local banks 
> by a meagre 3.3% in 1984, while fi- 
lance companies saw an erosion of pro- 
fit s by 41.7%, and those of foreign 
banks dropped by 10.8%. However, 
bi ucking the trend, merchant banks in 
"Singapore showed a 39.9% rise in pro- 
Tits. With the growth in financial ser- 
Vices in the first half of this year only 
a nounting to 3% and the general econ- 
amy headed for a 4.5% contraction in 
1985, merchant banks will also feel the 
p 1C 
i Total assets/liabilities of merchant 
‘banks rose from $$25.8 billion at the 
end of 1984 to S$28.4 billion in the RIA 
e f of this year, showing a rise of 9. 
mot lending to non-bank customers rose 
‘less than half the growth rate in assets. Such loans in- 
E ased from $$13.7 billion to $$14.3 billion or up only by 
i^ during the period. Other fee-based activities of mer- 
ant banks have languished because the stockmarket is in 
n je doldrums with no new listings or major corporate mer- 
5 gers so far this year. 
With large-scale syndicated loans going out of fashion — 
not many major projects are available for funding in the re- 
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SECURITISATION 


S ome may sink in 
the rising tide of 
floating-rate notes 


By Richard Hanson in Tokyo 
ep itting in a well-appointed meeting room, the manager 
of the international finance department of a major Ja- 
panese bank was talking about the wave of securities- 
pe credits flooding international capital markets. He shook 
ie 5 head and commented: “I have been tempted to call a 
sm vall, secret meeting of the other big Japanese banks to stop 
| E ying FRNs [floating-rate notes]." What he was referring to 
‘the crucial role Japanese banks and investors have played 
E n speeding up the “securitisation” of credit markets around 
the world, a trend which does not necessarily bode well for 
E: ommercial banks. 
lli Some of the Japanese banker's commercial-bank com- 
»etitors in the West probably would not mind some Japanese 
li oitusion either. For Japan's unprecedented excess of riches 
i H las been one of the key elements in a dramatic transforma- 
tion of international debt markets. To the chagrin of Western 
_ bankers, the rush of Japan's surplus cash into international 
- markets has helped make it possible for borrowers to de- 
_ mand and receive financing terms beyond the scope of what 
_ had been normal bank loans in the Euromarkets. 
The ripples from the active presence on the scene of cash- 
- rich Japanese banks have extended from loan rates (where 
spreads over London inter-bank rates have become paper- 
thin) to the expanding market for FRNs (which the best bor- 
- rowers find cheaper t than loans) and now to a gaggle of sec- 
. uritised instruments flooding the market from the United 
1 States. The first step was a wholesale switch over the past 
ear or so by prime borrowers away from what was Western 
 bank-dominated syndicated loans, which grew rapidly in vol- 
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Keppel Shipyard: RUF debut. 
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n MOr — ercnant pan s st nif ted their 
| emp — v instrume nts such as re- 
volving underwriting facilities (RUFs) 
and note-issuing facilities (NIFs). These 
new instruments, which have been 
popular in the Eurodollar market for 
the past four years, made their debut in 
Singapore last December when Keppel 
Shipyard, a loss-making government- 
owned company, issued a Singapore- 
dollar denominated RUF of S$100 mil- 
lion. The issue was managed by Singapore 
International Merchant Bankers Ltd 
(SIMBL), which is a joint venture be- 
tween Schroders of London and Over- 
sca-Chinese Banking Corp.. one of the 
big four local banks. 
At least 13 other RUFs have fol- 
lowed that of Keppel, with cight ar- 
ranged by SIMBL — both in the local 
currency and the US dollar. The second 
major player in the local RUF game is Citicorp, which ar- 
ranged three issues totalling US$230 million for three Aus- 
iie borrowers, including its sister company, Citicorp 
Capital Markets Australia. Credit Suisse First Boston (Asia) 
issued a US$200 million instrument for the State Bank of 
New South Wales. Wardley, Chemical-Sanwa, and Morgan 
Grenfell ( Asia) had one facility each to their score. These 14 
RUFs/NIFs totalled S$1.91 billion. u 





ume through the 1970s and early 1980s, to marketable FRN- 
type financing, bought mainly by Japanese banks and invest- 
OTs. 

The Japanese willingness to buy the notes of the most credit- 
worthy names at spreads of 0.0625% has in turn prompted 
other investors to seek higher yields from less attractive 
names. Most striking has been the creation of more compli- 
cated investment vehicles. “The old rule of thumb used to be 
that you had 50 seconds to sell a loan,” recalled one Ameri- 
can banker. “Now we can spend time explaining a complex 
product because investors are reaching for wider spreads.” 

Paradoxically, Japanese investors are beginning to move 
into instruments spawned in large part by the Japan-led 
boom in investment demand, notably the collateralised 
mortgage-backed obligations being created in the American 
market by such giant investment houses as Salomon 
Brothers, First Boston and Merrill Lynch. 

Many would argue that American “securitisation of 
everything,” as one headline writer described it, is the real 
measure of how much things have changed. In the US, an 
array of financial assets, ranging from home mortgages to car 
loans, has been turned into marketable securities. The trend, 
as long as investors support it, could have a significant impact 
on business and the economy. The variety and range of these 
facilities has, among other things, created a lively new vo- 
cabulary of acronyms, and a serious regulatory dilemma for 
banking authorities trying to monitor the amount of risky as- 
sets banks are stuffing themselves with. 

For banks, securitisation has meant a serious struggle for 
turf on the international financial scene. Salomon Brothers 
estimates that the new issue volume of Eurodollar floating 
rate at the third quarter this year topped last years total: in 
the first nine months total issue volume for FRNs (both Lon- 
don inter-bank offered rate — Libor — and Treasury bill- 
based) hit US$36.6 billion compared with US$29.2 billion for 
all of 1984. 

Despite a general slowdown in the third quarter, Salomón 
estimates that total issues of dollar-denominated FRNs in 
both the US and Europe exceeded US$79 billion in the first 
three quarters. That is up 33% from the US$59.5 billion in 
total for 1984 and compares with US$15.6 billion in 1982. In 
the third quarter, more than half the notes were in the form 
of note-issuance facilities (NIFs), which gives the borrower a 
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If there's a formula for suc 
cess in the financial community, it 
surely has something to do with the 
flow rate of information 
The faster word of the deal goes 
out, the faster the response. 
ING In our business—financial printing—the 
E #///)) word goes out in a “red herring; a prospectus 
/- N written to tell a financial story in full, printed with 
i j “P total accuracy, and distributed with all possible speed 
wp.” But just how fast is that? 
7T We're working on a new system of measure. It's 
ENS an on-going project. Back in 1973, we taught computers our 
fee trade. And computers did for us what they've done for many— 
EJ dramatically increased our speed. Then we extended our lines of 
) .* communication across the Atlantic to London and the financial centers 
Gi) ^^ of Europe. 
Now, we're pleased to announce links with Asia, the Far East, 
and Australia. Today, with new generation technology, we can deliver an entire 
job to almost any major financial center in the world in a matter of minutes 
In the race of the red herring, we intend to see the winners all 
wearing one color. Pandick Blue. 
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@PANDICK, Inc. 


345 Hudson Street, New York, N.Y 10014 


Full-service offices and plant affiliations in financial centers throughout North America and the world 
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“Commitments. Many people make and 
break them. As far as I'm concerned 
commitments are made to be kept. 

At Holiday Inn I'm making a pact with all 
our hotels and offering my personal 
guarantee to you. | want to provide the 
ultimate in customer service. 

| guarantee that when you step through 
our doors your room will be right — or we'll 
make it right. And in the rare event you 
encounter a hitch — then my solution is as 
daring as my commitment. I guarantee you 
a free stay that night.” 


People Pleaser 


Rudiger Koppen 
Senior Vice-President amd Managing Director 


* Our room guarantee means your room will be right. tt 
will be Clean, everything will work properly, and you'll 
have enough of everything you need, Or we'll make it 
right. Or that night you stay free 


d -.* Rudiger Koppen. 
... I care about the small things in life. 


International -Asia Pacific 
For further information and reservations, contact your travel agent. 
any Holiday Inn or our Regional Director of Sales, 
c/o Holiday Inn Harbour View Hong Kong. 


TST PO Box 98468, 70 Mody Road, Kowloon, Hong Kong. , 
Tek 3-7215061. Telex: HX 38670. Cable: INNVIEW. 


Holiday Inn Hotels In Asia 
'" Bombay * Colombo * Golden Mite Hong Kong * Harbour View Hong Kong 
Islamabad * Johor Bahru * Kanazawa * Inn On The Park Kuala Lumpur 
Karachi * Kuching * Kyoto * Manila * Nagasaki ¢ Nankai-Osaka 
Narita * Park View Singapore * Royal Singapore * Tokyo 
fovohashi © Yokohama 
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MoF: filling in the gaps. JOEL BARRY 


great deal of flexibility in managing credit. Salomon, one of 
the dominant players in securitisation, thinks that the growth 
of NIFs and the expansion of a secondary market for Euro- 
notes “further heralded the evolution of a true Eurocommer- 
cial paper market to rival the firmly established US mar- 
ket.” 

Others fret over how the FRN market is becoming an un- 
reasonably cheap place for borrowers who are benefiting 
more from high liquidity in the market than credit quality. By 
nationality, the top 10 issuers in the third quarter alors were: 
Britain (US$3 billion — US$2.494 billion in 1984); the US 
(US$1.35 billion — US$4.745 billion); Malaysia (US$650 
million — US$950 million); France (US$550 million — 
US$4.240 billion); Hongkong (US$400 million — US$75 mil- 
lion); Norway (US$400 million — US$310 million); Italy 
(US$300 million — US$2.885 million); Ireland (US$300 mil- 
lion — US$400 million), and Hungary (US$200 million — 
US$20 million). Last year, Sweden was the top issuer. 


any of FRNs issued are replacing what would in an 
earlier time have been syndicated loans, arranged by 
bank groups. Others are refinancing older loans. 
What is clear is that they all find FRNs attractive: in the third 
quarter, 41% of the Libor-based notes had coupons that 
were flat to 13 points below Libor, according to Salomon. 

Some banks see the securitisation of sovereign debt, and 
that of the top-rate international corporations, as more of a 
throwback to the days before syndicated lending came to 
dominate the Euromarkets. “The past 10 or 15 years were the 
exception," commented one Japanese banker. Sovereign 
borrowers used to issue bonds. 

But the reasons that securitisation has progressed so far in 
a relatively short burst have a lot to do with the forces un- 
leashed in capital markets around the world by deregulation 
of bank deposits and international markets, Third World 
debt problems that have hamstrung US banks and the avail- 
ability in abundance of Japanese capital generated as the US 
(and therefore Japanese exports) recovered. In general, in- 
vestors around the world these days seem to prefer making 
their own credit risk decisions — whose notes to buy — 
rather than leaving that role to the banks. 

Bankers also point out that much of what the banks an 
other financial institutions — especially the Japanese — are 
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are in many cases little more than dressed loans. Ont 


ing out as securities-type a 


example is so-called sushi bonds. These are dollar-denomi- 

nated Eurobonds issued by Japanese companies and sold 
mainly to Japanese life-assurance companies or other institu- 
tional investors, with the proceeds swapped into yen for the 
borrower. What they amount to is a dollar loan to a Japanese 
company, which insurance companies cannot get under nor- 
mal circumstances. 

The best guess is that economic circumstances will con- 
tinue to favour the trend towards securitisation into the 
1990s, That poses a special challenge for the authorities re- 
sponsible for overseeing banks, which may be stuffing them- 
selves with contingent liabilities in the form of notes (which 
do not appear on the balance-sheet as a risk asset). 

The authorities are already moving to fill in the gaps. But 
the task will not. be easy. Japan’ s Ministry of Finance (MoF) 
is likely to stop short of setting establishing risk-asset ratio 
guidelines for Japanese banks’ overseas assets. The 
guidelines would cover the securities-type instruments used 
in Euromarket transactions. Following the Bank of Eng- 
land’s strengthening of controls on such items, some in je 
MoF wanted a similar system to begin next year. Instead, 
will probably only ask for a continuation of regular re send 
which banks have provided experimentally for several 
months. 

And behind the scenes in Japan, there is a certain amount 
of inter-bureau rivalry. The International Finance Bureau 
wants to separate out Overseas assets, and sets a 14-times- 
capital gearing ratio for foreign assets. The Banking Bureau 
Is about to study the broader question of an overall gearing 
ratio for banks. It thinks the risk-asset ratio would be too dif- 
ficult to apply. The Bank of Japan (the central bank) agrees. 
Banks say the system would limit their ability to exercise 
“self-management,” 
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The king may 
yet regain 1 
the crown 


By Anthony Rowley in Hongkong 
he US dollar has not yet abdicated as king of the inter- 













national currencies, but its hegemony appears to be on 
the wane. That may seem an over-cautious statement 
given the dollar's 17% decline against the yen and near 11% 


fall against the Deutschemark between the end « 
and the beginning of November. But that declinc 
the true test of the dollar's real strength or we 
come, q 
The dollar had reigned strong and supreme — to the detmi 
ment of international trade and the distortion of capital flo 
— for nearly five years when in late September the so-called. 
Group of Five (G5) leading industrialised countries vowed tp 
knock it off its pedestal. Washington and Tokyo in particule 
were panicking over the protectionist threat built up byt = 
strong dollar. ! 
To its credit, the Bank of J: apan (BoJ) has since then usedid 
all its central-bankerly might to get the doll: ir moving down- - 
ward in a desperate attempt to defuse trade friction. So toa, 
to a lesser extent, have the Bundesbank in West Ge rmany- 
and other central banks. But their success so far means that 
the dollar (viewed as a unit of investment a is the cres 
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ature of the US Federal Reserve) has lost a battle but not the 
War. 

Investors learned to love the dollar in the early part of the 
1980s when real interest rate in the United States surged 
above levels elsewhere. After that, the dollar's strength be- 
came largely a self-fulfilling prophecy. The more investors’ 
confidence grew in it, the stronger it became. So, is this love 
affair over yet? Not necessarily. Concerted central bank in- 
tervention against the US currency could bring about a 
change in investor psychology. But 
equally, the dollar could bounce back if 
central banks tire of throwing reserves at 
it, especially if US interest rates move up 
again. 

It is all a calculated (the central banks 
hope) risk. The name of the intervention 
game is to get the dollar down to a point 
at which US exports become more attrac- 
tive, and Japanese ones less so, without 

recipitating a rush out of US Treasury 

ills and other securities by foreign — Ja- 
panese in the main — portfolio invest- 
ors. Pushed too far, the strategy could 
mean a sudden rise in US rates to attract 
back capital (unless the Fed is prepared 
to monetise the budget deficit) and then 
up goes the dollar again. 

Taking all this into account, currency 
markets have a 
highly vulnerable 
look about them | 
just now, espe- | * Am mans 
cially yen ia —— we 
Deutschemark po- | 
sitions. Of course if 
the G5 strategy 
does work in the 
long term and the 
dollar has indeed 
begun a controlled 



















MORGAN CHLIA 
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sibly with some slight improvement against the US dollar. 

The New Zealand dollar, by contrast, has proved to be the 
mighty midget of the Pacific region in 1985, defying predic- 
tions that it would collapse when floated on 4 March. Instead 
it moved strongly upward. The New Zealand dollar's 
strength was due mainly to investor demand, on the back of 
economic deregulation and high interest rates induced by a 
tight monetary policy. But this strength is not expected to 
last. In fact analysts believe the “kiwi” could fall by anything 
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between 10% and 20% by early next 
year as the effects of high interest 
| rates on the real economy become ap- 
| 


parent. 
M in the latter part of 1985 to prove 
that not only is its dollar as hard 
as any other currency but is positively 
tungsten-tipped. For the first eight 
months of the year the rate slipped mod- 
estly against the strengthening US dollar 
and it was assumed that, in view of Singa- 
pore's looming negative growth the au- 
thorities. would allow it to slide and 
thus boost export competitiveness. In- 
stead, the Monetary Authority of Singa- 
pore, under the stern hand of Goh Keng 
Swec. moved decisivelv against specu- 
lators in late Sep- 
tember, forcing the 
rate of the Singa- 
ante 2 pore dollar up 
— slightly above its 
| E sl levels early in the 
/ | | year. Goh does not 
consider devalua- 
tion a viable option 
for Singapore and 
the quasi-central 
bank is swinging 


canwhile, Singapore went all out 











secular decline, CAU UA UE ME Sm UU m em its resources be- 
then the sheer size UH UB UM UE US tx UR RUN UR ee es ee hind his. convic- 
of the US dollar a m ME UM —⸗ SG OM 3| tion. The Singa- 

sitions built up , IN ESAE y oat TH “| pore dollar will re- 
in recent years por- ^ a E — ye pP d main "strong" for 


tends great poten- 
tial strength for 
selected other re- 
serve currencies. 

The ven must 
rank as the favour- 
ite counter for this 
gambling game if 
for no other reason | © 
than that the BoJ Chj 
will almost cer- | Goh; Bank 
tainly play the cur- 
rency-market intervention game longer and harder than 
other central banks. And of course, if good old-fashioned 
economic fundamentals come back as determinants of cur- 
rency values then Japan's current-account and inflation (plus 
productivity) record will strengthen portfolio preferences for 
the yen even more. Current financial-market liberalisation in 
Japan, especially the easing of restrictions on Euroyen fund- 
ing. will help match yen supply with demand too. 

Among the other "hard" currencies in the Asian re- 
gion, the Australian dollar had the roughest ride in 1985. It 
took a heavy beating in the early part of the year, bottom- 
ing at around 65 US cents in April before recovering to 
around 70 cents by late October. But continuing worries 
about terms of trade and wage adjustments held it back 
from reaching what Australian officials regard as its "true" 
value of around 75 cents. Most forecasters see the Austra- 
lian dollar remaining weak in the short term, though pos- 
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d, a strong arm. 


the present. 

he Malaysian 
authorities have a 
somewhat more 
relaxed attitude 
about the Malay- 
sian dollar, the 
ringgit. That did 
not, however, 
mean a sharp 
movement against 
the US dollar for 
the Malaysian dollar as a result of the G5 initiative in Sep- 
tember. Such is the weighting of the US dollar in the currency 
basket used to manage the Malaysian dollar's parity that it 
enjoyed only modest appreciation when the US unit fell. Ma- 
laysia's mounting balance-of-payments and debt problems 
could well mean that it will continue to lose strength against 
the ven and possibly against the Singapore dollar too. 

In some ways, the greatest non-event of the year has been 
the performance of the Hongkong dollar. It has fluctuated 
marginally either side of the HK$7.80:US$1 level at which it 
was linked late in 1983. However, that apparent stillness was 
as deceptive as the motion of a duck maintaining its position 
on-a river by paddling furiously against the current. Every 
time the Hongkong dollar came under speculative pressure 
(which was often) during 1985 its refusal to move more than 
fractionally away from the link was achieved only at the ex- 
pense of extreme interest-rate volatility. For much of the 
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construction engineering projects — in Australia or South East Asia. 
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solutions to tough engineering and construction ransheld 
problems. Talk to Transfield Soon. PT. Trans-Bakric, Wisma Bakrit Building, Jalan H.R. Rasuna 

Said Kav, B-1, Jakarta. 12920. Indonesia. Tel.: 510212, 510192 


STAP 102.068 (Offices also in Singapore & Malaysia 





FAR EASTERN ECONOMIC REVIEW e 21 NOVEMBER 1985 95 






FEIT FE YT Tot aM * 


year, the link with the US dollar cost Hongkong export com- 

. petitiveness in European and Japanese markets, but this was 
| reversed after the G5 moves.The fortunes of the Hongkong 
- dollar remain those of the US dollar — for the present at 
. least. 

Both of the other two newly industrialising country cur- 
rencies in the region — South Korea's won and the New 
Taiwan dollar — lost ground in 1985. The won slid fast, re- 
- flecting a policy of at least benign neglect (and probably a bit 

of dirty floating) by Seoul, which is very anxious to maintain 
—the competitiveness of its exports against those of rivals, in- 
cluding Taiwan. There is a limit to how much further this pro- 
cess can go, though, because South Korea has to tread a fine 
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- Bored with 
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j bar bars 


y Teresa Lim in Hongkong 














Iz Ds emand for gold in Asia E pue and — 

à i investors continued to be flat this year, fo the 

m set by the two n: years as a falling and less 
or price prov little incentive to buy. 


ile a few professional players continue to linger — 
Eur. basically, for a chance to dishoard — the short- 
poo speculators have all but disappeared. This was 
brought vividly into focus in Hongkong late in October 
- when London-based bullion house Sharps Pixley an- 
. nounced it would all but shut down its office in the territory, 
a. Pixley Pacific, after nine years here. 





lay — a gold price which has failed to recover despite the 
tionary expectations. 


The first problem is largely the result of a new condition 


— that has been introduced to the gold market: the emergence 

| of cmn dishoarders at any upturn of the gold price. So 

— per yers have been stuck holding 

metal m the days when its price was 

dived in 1980 down through its lower —8* in 
the 


ires ge ape 


d price, "s even a erm aching 

be enough. One 

£ term, what is needed is a massive —— of the 

. US dollar or double-digit inflation rates.” 
. . While it has been established that the metal’s upside for 
— the foreseeable future will be limited by dishoarders, its 
. . downside is less predictable. If the gold price falls substan- 
tially, investors already holding the metal may buy in to 
. average out or there may be new investors simply because 
at a new low gold may again look attractive as an invest- 
J. ment. 

— The supply of new gold from mine production has been 


— stant erosion of the 
= al event wou 





— increasing steadily since 1980, but last year’s growth at 7% 
was at a slower rate than in 1983. But while this growth in 
supply was warranted by tive interest in Joh "aod — the 
number of market participants worldwide has been con- 


— tracting and the volume of gold futures traded on US ex- 


: E D inted with the lack of activity in precious metals 
jn the Pacific basin, Pixley Pacific will no longer 
make markets here ing , silver and platinum. The $ 

i lems that plagued Pixley in Hongkong are the same 

that beset bullion traders mes Moe mih ce 


J EN n ie US dollar, plus low inflation and infla- 
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analyst said: “In the | 
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line beben maintainin export competitiveness through 
currency devaluation and raising its debt-service and infla- 
tion burden. 

Taiwan, which also allowed its currency to slide in 1985 — 
sharply against the Deutschemark and the yen and more 
modestly against the US dollar — has more room for man- 
ouevre because the country is virtually unborrowed com- 
pared with South Korea and inflation is less of a problem. 
Like the won, the NT dollar is now of greater interest to in- 
ternational investors because of the gradual opening up of | 
both countries’ stockmarkets to outside investment. The NT | 
dollar is expected to maintain roughly its present level 


Samus — 


against major trading currencies in the short term. "m 


changes has also been in decline — the picture is com letely 
different in the market for gold bars. T 
According to Gold 1985 prepared by Consolidated Gold 
Fields, bar sales reached a new record at 334 tons last year. 
A this, 259 tons were absorbed in the Far East alone, with 
pubiic taking up nearly half of that with 111 tons sold to the 
c last year. 

A variety of factors drew the Japanese towards bar 
hoarding — economic wealth, the lowest yen price for gold 
since mid-1982 and pro to tax savings accounts. Pros- 

erity also accounted for the large number of gold bars 


t in Taiwan — 60 tons last year. The falling gold price 

also added impetus to buying. 

After ie 
Singapa 


and Taiwan, Ho (41 tons) and then 
P ‘om were ^ qoe astern —— we 
ongkong, much o ar was e 
Eid — of tael bars 
and the — 


die is sild the 
territory may ban 
the import of 
Krugerrands, fol- 
lowing Britain's 
decision in Octo- 
ber along with 
other Common- 
wealth govern- | 
“eae file aea sv the | 
) lc. H yy T ou rican 
Krugerrands: the test is to come. dm iat; oe uie 
| 
| 


| trader observed, the ban will be the true test of whether the 


coin is worth its weight in gold — trading should continue to 
thrive as long as bar-hoarding continues. 
The surge in demand for physical gold in the Far East is 

— by the fact that in 1983, demand 
—— Japan) was only 23.8 tons while this year’s total 
was 259 tons — an increase of almost 1,000%. By contrast, 
the Middle East, which led world consu of physical 
d in 1983 with 38.1 tons, fell way behind the Far East 

demand did grow by a 43% (o 54 some Inst Seat. 
But, as 1985 has so far shown, the dramatic recovery in 
the demand for physical gold has not led to a return of buy- 
ing s or speculative interest in the investment market. When 
return is still very much anyone’s guess. 
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. Abu Dhabi, Ajman, Al Ain, Alexandria, Bahrain, Cairo, Dibba, Dubai, Fujeirah, Khartoum, Khor Fakkan, 
London, Muscat, Muttrah, Paris, Port Said, Port Sudan, Ras Al Khaimah, Sharjah, Singapore, Tokyo (Rep. Office), 
Washington D.C. Abu Dhabi International Bank Inc. (ADIB) a wholly-owned subsidiary. 





LAE. Head Office: 

PO. Box No. 4, Abu Dhabi, 
United Arab Emirates. 
Telephone: 335262 

Telex: 22266 MASRIP EM. 
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FINANCIAL 
INNOVATION 


For more than 300 years, the Mitsui Bank has always 
stayed a step ahead of the times 























Mitsui has continually strived for 
innovation since its foundation in 1683. 
As a result, we have always been a step 
ahead of the times. 

We went on to become Japan's first 
private commercial bank and a pioneer 
in the field of foreign exchange. We 
introduced the nation's first on-line 
computer system for deposits and the 
first on-line cash dispenser. Today, as a 
forerunner in the age of electronic 
banking, Mitsui offers its customers up- 
to-the-moment financial advice through 
a global network of 65 offices in 27 
countries not only in the areas of 
international banking and securities, but 
also merchant banking, underwriting 
and consulting. 

Moreover, the Mitsui Bank, together 
with Mitsui & Co., is playing a major role 
as coordinator of the Mitsui Group, one 
of the largest consortiums of 
independent corporations in Japan. 

So if you'd like to see how far a little 
innovation can take you, you know just 
where to look. 
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@ MITSUI BANK 


Head Office: 1-2, Yurakucho |-chome, Chiyoda-ku, Tokyo = 
100, Japan Tel: (03) 501-1111 

Telex: J22378 122559 J22643 122644 

Cable Address: MITSUIBANK TOKYO 

Hong Kong Branch: 4Ist Floor, Far East Finance Centre, ` J 
16 Harcourt Road, Hong Kong Tel: $-299611 Telex: 83413 , ) \ al 
Network in Asia: Bangkok, Rajawongse, Singapore, li "s X =. < 
Bombay, Jakarta, Kuala Lumpur, Manila, Seoul, Beijing, 
Shanghai, Guangzhou, Dalian 











Good timing 
in multicurrency investments has always been 
second nature to Merchant Bankers. 





BHFEF-BAN K 


BERLINER HANDELS- UND FRANKFURTER BANK 


Historically, by the very nature of 
his relationships with astute investors, 
and his own direct investment undertak- 
ings, the merchant banker has always 
been active in international capital mar- 
kets. Consequently, portfolio manage- 
ment has traditionally been an integral 
part of merchant banking. 

Since the mid-nineteenth century 
merchant bankers have been prime 
movers of German industry and com- 
merce, and the traditional source of in 
vestment management and advice for 

8131032 entrepreneurs. 
Ba = nirean, M In these times of rapidly shifting in- 
— vestment patterns, it is essential for the 
institutional as well as the private inves- 
tor to have a portfolio advisor who can 
react quickly, based on a thorough under 
standing of markets around the world. 

At BHF-BANK, a leader in German merchant banking, providing 
professional investment services has been a proud tradition for more 
than a century. 

Today, the Bank's staff of expert portfolio management pro- 
fessionals provides timely advice to both institutional and private in 
vestors, formulating and implementing strategies consistent with indi 
vidual investment goals. 

Whether your requirements call for a spreading of currency risk, or 
for a maximization of either growth or income, or for a tailor-made 
strategy combining all of these elements: Let BHF-BANK put its ex- 
pertise at your service. 

For the flexibility and commitment of a bank personally managed 
by its general partners, rely on a merchant banker. BHF-BANK 


Merchant Bankers by Tradition. 
Resourceful by Reputation. 


HEAD OFFICE: Bockenheimer Landstrasse 10, D-6000 Frankfurt 1, Telephone: (069) 71 80, Telex: 411 026 (general), Telecopy: (069) 7 18-22 96 
BRANCHES: New York Grand Cayman - Singapore - Tokyo. SUBSIDIARIES: Luxembourg - Jersey . New York - Zurich 
REPRESENTATIVE OFFICES: Bogota - Johannesburg - London · Los Angeles - Madrid - New York - Rio de Janeiro - Singapore - Tehran - Tokyo 


| We Make Your Business 
Completely Established 
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— PROFITS ARE EARNED THROUGH USE-— NOT OWNERSHIP — OF EQUIPMENT 
NOW, WE MEET ALL YOUR NEED — 
ANYTHING THAT BELONGS IN THE CATEGORY OF 
MACHINES AND EQUIPMENT IS AVAILABLE — MACHINE TOOLS, 
CONSTRUCTION EQUIPMENT, MANUFACTURING MACHINES, 
SHIPS AND AIRPLANES, OFFICE MACHINES, 
FREEZING EQUIPMENT — AND SO FORTH. 


THROUGH OLC'S NETWORK 


WE NOT ONLY MAKE YOUR BUSINESS COMPLETELY ESTABLISHED WITH LEASING 
BUT ALSO PROVIDE ALL FINANCIAL SERVICES YOU NEED 


OLC's subsidiaries and affiliated Companies in Asia 2 , A L d 

Hong Kong — Orient Leasing (Asia) Ltd Orient Leasing (Asia) Ltd. 
— Orient Leasing (Hong Kong) Ltd. 

Singapore — Orient Leasing Singapore Ltd. 


- ie j (8 9 - 
Malaysia United vent Lessing co 50570. Orient Leasing (HK) Ltd. 


Korea — Korea Development Leasing Corporation 


Licenced Deposit—Taking Company 





Equipment Leasing Specialist 


Orient Leasing Co., Ltd. e" "Pom qunm 15. 30th Floor, United Centre, 95, Queensway, Hong Kong. 
Thailand — Thai Orient Leasing Co., Ltd. Tel: §-295522-7 Telex: 75680 OLCHK HX 
TOKYO Sri Lanka — Lanka Orient Leasing Co., Ltd. 


China — China Orient Leasing Co., Ltd 
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BUYER' S GUIDE 
Everything you've always wanted to know 
about shares but have been ashamed to ask.. 
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ket investment re- More and more private individuals are y choosing to ven- bothers to verify that the 

quires luck, intuition ture into the investment world. And it is dangerous terri- company in which he is 

and, above all, timing. The tory for the unwary. In the following three articles REVIEW speculating is funda- 

purpose of investment investment correspondent Robert Cottrell and Hong- mentally worthless has the 

analysis is not simply to | kong banking consultant and writer Jo McBride attempt — ⸗— p — 

| pig a company which | to chart a small investor's path through the stockmarket | Short-term bus — 

| has a strong balance-sheet and fund-management jungle prove to have some long 
| or good profits potential, s term valuc 

but to discover it first A, S c a No guide to investment 

— before, in other words, the share price has risen to a "dos and don'ts” can be infallible, but some of the points to 





level at which it places a fair value on those assets or earn- 
ings. 

Balance-sheet strength, quality of product and manage- 
ment, operating environment and market prospects are the 
so-called “fundamental” factors underlying the performance 
of a company’s share price. The price may also reflect “tech- 
nical” factors, which usually arise from conditions in the 
stockmarket itself: big investors may, for instance, be buying 
or selling shares for tax reasons, or to balance the spread of 
investments in a portfolio, producing a share-price move- 
ment which is not directly related to any underlying change in 
the company being bought or sold. 

Most individual stockmarket investors, particularly in 
Asia, are speculators who want to pit their wits against the 
market at large. They share British entrepreneur Jim Slater's 
view that “a long- 
term investment is 
a short-term in- 
vestment gone 
wrong," and look 
for the big, quick 

rofits which can 
be made when 
share prices are 
driven up by im- 
portant new infor- 
mation about a 
company's  busi- 
ness, for instance 


the announce- 
ment of take- 
over bid. 

Official mar- 


ket-moving an- 
nouncements of 
this kind are fre- 
quently fore- 
shadowed by un- 
official tips or rumours. Buying or selling on the basis of such 
"inside" information breaches the rules of most stockmar- 
kets, but is widely practised and hard to document. Some- 
times a rumour may be spread deliberately for the purpose of 
artificially raising a share price, usually by investors who 
hold shares which they want to sell. This is the so-called 
"ramp." 

Speculative situations tend to produce the highest re- 
wards, but they also carry with them the highest risk: the pro- 
fits made by the first people into a ramp are only as big as the 
losses made by those who get in last. The merit of analysing 
companies be fore plunging headlong into buying their shares 
is that it helps limit the “downside” of any investment — the 
amount of money you stand to lose if your investment goes 
wrong. Companies which have good saleable assets and 
steady cash earnings may fall periodically out of favour with 
the stockmarket, but they are unlikely to collapse altogether, 
and they are likely sooner or later to regain value, 
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bear in mind when valuing a share are: 


Risk/reward: Shareholders own all the assets of a company 
which would remain after eying off all the company’s debts 
to other people. This residual amount is referred to vari- 
ously as “equity,” “shareholders funds," or “net worth." A 
company’s market capitalisation (share price multiplied by 
the number of shares in issue) will tend to approximate to the 
level of its shareholders’ funds. It will be higher if the com- 
pany's profits are growing quickly, or if analysts believe the 
company's assets are worth more than the value put on them 

in the balance-sheet; lower if the reverse is the cas 
Shareholders get most of the benefits when things go well, 
but they are in the first line of risk when things go badly. If a 
company gets into trouble or goes out ol business, everybody 
else taxmen, 
employees, trade 
creditors, bankers 
pets repaid 


hrst. Companies 
usually go out of 
business precisely 


because the losses 
they incur exceed 
their shareholders 
funds. When this 
happens, the com- 
pany may not 
even be able to 


repay its bank 
loans or pay the 
Wages oi IS cm- 
plovees, and its 
shares are worth- 
less 


A good invest- 
ment is one in 
which thi poten- 
tial reward exceeds the potential risk. This relationship can- 
not be quantified, but must be subjectively assessed. How 
does the share price today compare with its level of last week, 
last month and last year? Does the company have rel 
sets and earnings, or has it been an erratic performer? Is 
there any sign, perhaps in newspaper articles t analysts 
who once praised the company are starting to criticise it? Ifa 
share price looks more likely to halve than to double, do not 
buy it. This may sound elementary logic, but it is frequently 
ignored by investors who pursue a recently soaring share in 
search of a final 10% or 15% appreciation, only to see it drop 
back by 50% or 60%. 


rable iis 


Reliable information: The best source of information on a 
company’s activities is usually its annual report and accounts, 
generally produced within six months of the end of its fi- 
nancial year. Beware a company which takes much longer to 
produce its report. At best it has little regard for its share- 
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^ of three principal items: a balance-sheet, a profit-ar d- 
> account, and a statement of the source and application of 
If the company has subsidiaries, it will 





on both of the parent company and of its subsidiaries. 
st investors should be familiar with at least the concept of 
jalance-sheet and a profit-and-loss account: a statement of 
source and application of funds shows where the com- 
iny raised money during the year, and what it spent it 





As well as studying the financial statements themselves, 
directors’ report and, where available, the chairman's 
iew of the past year, an investor should read the report of 
ompany's auditors, a copy of which will form part of the 
hed accounts. The auditors' report should say simply 
the accounts have been examined, are in accordance 
h generally accepted accounting principles, and provide a 
and fair” view of the business. — 

Any other comments should be taken to indicate that the 
itors, however politely they may phrase it, have some re- 
rvations about the books. Audit qualifications are usually 
ade in seemingly neutral language. “We are unable to form 
ew...” isa frequently used disclaimer. But for auditors to 
roclaim themselves uncertain about any aspect of the ac- 
unts should cast at least prima facie doubts on either the 
mpetence or probity of the management. 

Always read the notes which will be provided as an appen- 
ix to the accounts. The principal financial statements are lit- 
le more thàn a summary: any details or discussion will invar- 
ably appear in the notes, as will any fact which the manage- 
ent wishes to squirrel away from all but the most persistent 
hareholder. | 

_ A better but less frequently available source of informa- 
‘tion about a company is the document which it must issue 


cover another company or buys a major asset. The informa- 
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. company — often selling their own privately held assets into 
- the, company. These deals will invariably be described as 
distrustt | 
tors are frequently the basis of ramps which lift the share 
price in the short term. But in the long term the directors are 
-more likely to do well out of the shareholders than vice- 





-length transactions, with independent valuations; but 
em: Deals between a public company and its direc- 





versa. so 


Assets and liabilities: These are the two sides to a com- 


pany's balance-sheet. The assets side is a list of what the com- 
pany owns, and is usually grouped under two or three con- 
ventional sub-headings. A company's fixed assets are usually 
its offices, factories, any other property, plant and machin- 
ery. Current assets will include stocks of raw materials, work 
in progress, and finished goods; cash at the bank, and money 
outstanding from trade debtors, usually people who have or- 
dered goods but not yet paid for them. 0008 

X Some balance-sheets will include under assets an amount 
described as. “goodwill” or "intangible assets.” This type of 
asset is usually created when a:company takes over another 
company and in the course of doing so pays a price which is 


higher than the value of the acquired company's equity. This 


difference between the price paid and the value of the equity 
acquired is described on a balance-sheet as goodwill, and 
may be explained as representing the value of the acquired 
company's customer base, reputation, market niche, or 


other intangible.qualities, 


Sometimes, the goodwill premium is justified; sometimes 
it merely cloaks a board's mistake in paying too much for a 
target company. Equally, some companies which show no 
goodwill on their balance-sheet may in fact have a great deal 
of it — sound banks, famous shops, well-established manu- 
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sil : | j 
‘Liabilities will include à a | statement t of what tlie í company 
owes — mainly bank loans, taxation falling due and unpaid 
1» bills from trade creditors. After deducting- these amounts 
_from the company Tera assets, the remaing sum is de- 
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if the company were ever to be broken 
ds is the ony fraction of the Company 





‘share premium account and reserves. 


T e technical distinctions between. these - 
categories, , but while a company is in business and profitable 


they can be regarded for most pürposes as constituting a 
Ir a lump sum. |. 


One of the fundamental principles of à balance-sheet i Is 


oo that shareholders’ funds are not an absolute amount, still less 
b anything tangible like a bank deposit, but represent only that 
n" 1; residual fraction of total assets which would remain after pay- 
ving off other debts. If a company increases its assets without 
increasing its debts, shareholders’ funds increase. If itincurs 
;i à loss, shareholders’ funds are reduced by the amount of that 
OSS. 
i. Look hard at a company's borrowings, which may be dis- 
|; tributed under several different sub-headings. Bank borrow- 
; ings may be described as loans or overdrafts. Loans or por- 
tions of loans repayable within 12 months will normally be in- 
¢luded under current liabilities, while amounts due beyond 
‘that will normally come under the. heading of “long-term 
liabilities.” Some loans may be secured on specified assets, 
meaning that, if the company fails to make repayments on 
time, the lending bank can simply take possession of the 
asset, keep it or sell it as it wishes. 

As a rule of thumb, a company's debt should not exceed 
its equity: or, to put it another way, total assets should not be 
more than twice shareholders' funds. Some companies, par- 
ticularly in Japan, favour a higher ratio of debt to equity 
(known as "gearing"), but in many cases this is an illusion 
created by undervaluation of assets on the company's bal- 





and no good explanation. Beware also companies with 





rapidly i increasing short-term bank borrowings: these. may beo 





. long-term loans falling due and not being repaic 
ware companies with large. loans from 
companies: these transactions may well mean that the 
dompanies concerned have „exhausted their- credit with 
banks. 
Companies with high borrowings tend to have volatile 
share prices. Why? Company A has shareholders’ funds of 
YS$50 million, borrowings of US$50 million, and total assets 





1 therefore of US$100 million; while Company B also has total 
-| | assets of US$100 million, but comprising US$25 million of - 


shareholders’ funds and US$75 million of borrowings. 
| | Otherwise, both have identical operations and make identi- 


E cal profits. A US$10 million profit would increase A's share- 


holders’ funds by 20% but B's by 40%. If, in a bad year, the 
two companies each lost US$25 million, A would see its 
shareholders’ funds halved, but B would be totally wiped 
out. All other things pi ual, B's shares would prob- 
ably fall faster than A'S in d year, and rise faster i in a good 
one. 
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es dual capitat would have to be distri: 


| can shireholders funds j into three compo- jm 


ance-sheet. Beware of companies with high gearing ratios Ü 
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In 1985, the UK and Conner European stock 
markets have thus far recorded advances that can be © 
termed as generally most satisfactory and, in certain cases 
very substantial indeed. | 
Anticipating this trend, GT last year launched the 
GT Eutope Fund and the GT European Small Companies 
Fund: During the first ten months of 1985, these two 
funds climbed by 44.596* and 5696* respectively. 
GT's flexible, global approach — with regionally 
based managers concentrating on high quality growth | : 
stocks i in their own market sectors — isa a grown form ha 
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| income from them can. go down as well as up. 












To: Miss Catriona MacLean, 
G.T. Management (Asia) Limited, 
28th Floor. Two Exchange Square, . 
8 Connaught Place, Hong Kong. 
;* Telephone: 5-8427200. 


E. -—— like to know mote about the 
furids that Í have indicated. 









Name 
Address. 








J 1 GT ASEAN Hong Kong 
< Growth Fund 
si GT Asia Fund 
„O GT Australia Fund 
- O GT Bond Fund 
B GT Dollar Fund 
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Deprecíation is money which the 
any puts aside to cover the de- 
in value of its fixed assets. The 
er plant and equipment or a build- 
gets, the more it is used, the less 
worth. In the most straightfor- 
type of depreciation, a “useful 
S" of. say 20 years, might be as- 
ned to a newly bought piece of 
ichinery costing, say, USSIO mil- 
; each year from the date of pur- 
ase, the company will set aside 
$5$300,000. from its earnings, so 
at when the machinery is finally 
n out, enough money will have been 










































saved to replace 


‘Depreciation is not money which the company must pay 
somebody else, nor does it have to be put in a separate 
ank account, or used only for replacing machinery. It can be 
sed, in common with other sources of cash, to finance any 
ect of the company's business. Most companies like de- 
reciation because it is an untaxed source of income: when a 
ompanv is not providing properly for depreciation, a situa- 
ion which will usually attract a qualifying note from its au- 
litors, it may be a sign that it is trying to inflate its published 
rofits artificially. : 

|. Published profit figures should be read with caution. They 
be manufactured or adjusted at will by unscrupulous 
ompanies, and it is by no means unusual to see a company 
iblishing a glowing profit one year and going bust the next. 
n investor should not place too much emphasis on any one 
iear's figures, but look for an earnings pattern over five or 10 
rears. The best buys are frequently companies which have a 
ng balance-sheet, but which have been marked down by 
e stockmarket after reporting one or two years of loss. 
iversely, private companies with strongly cyclical earn- 
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when prof 


peak. 


scope for so-called creative account- 
ing is limitless. Property values can 


of the shift in value reflected in the 
profit and loss. Interest need not be 
charged on properties which are still 
being developed; depreciation is fre- 
quently not provided; interest and 
rental income may be lumped together with huge one-off pro- 
fits from the outright sale of buildings and land. Past pro- 
fits are no guide to future performance. Always value à 
property company on the basis of its balance-sheet, and al- 
ways keep a keen eye on when balance-sheet valuations were 
made. 


Valuing a share: Assuming you are reasonably happy with a 
company's basic solvency and liquidity — that its assets are 
greater than its liabilities, and that it has the cash to pay debts 
as they fall due — the second step is to judge whether or not 
its particular qualities are fully reflected (or “discounted”) in 
the share price. Three ratios are applied as the first step in 
share valuation: net asset backing; price/earnings ratio, and 
dividend yield. | | 

Net asset backing is a matter of dividing shareholders’ 
funds by the number of shares in issue, and comparing that 
figure with the current share price. Remember to subtract 
any goodwill shown on the balance-sheet from shareholders’ 
funds, and make mental allowance for any changes in asset 
values which may have occurred since the balance sheet was 
made up, or since fixed assets were last revalued. If a com- 











- for 10 or 20 years, but because they 
| profit by 


! reselling the bond at a high 
'even minutes; the same is t 


its are at an unsustainable 


Profit-and-loss accounts are. par- 
ticularly dangerous friends when | 
dealing with property-development | 
and investment companies, whose. 


be written up or down, and all or none - 








OND MARKET RETURNS 
Average % pa 1975-84 in US dollars: 


| pany. has shareholders’ funds of US$1.05 million, US$50,000 
of goodwill among its assets, and 1 million shares in issue, its 
shares have a net asset backing of US$1 apiece. If the current 
Share price is US$1.25, the shares are trading at a 25% pre- 
mium to net assets. 

A price/earnings ratio, often abbreviated to p/e, is a 
means of expressing the market price of a company’s shares 
as a multiple of its profits. To arrive at a p/e, take the com- 
pany's last full-year profit after tax, and divide it by the 
number of shares in issue. This figure is called earnings per 
share. Now divide the current share price by earnings per 
share, and the result is the p/e. A company which made a pro- 
fit last year of US$10 million, and had 20 million shares in 
issue, has earnings per share of 50 US cents. If its share price 
E uen USSS. it may be said to be trading on a p/e ratio of 
10. 

P/es can sometimes be calculated on profits before tax, or 
on what profits after tax (net profits) would have been if the 
company had paid the statutory maximum tax rate in its 
country of registration. This latter ratio is usually called a 
“fully taxed p/e,” and was popular in Britain during the the 
past two decades for comparing the underlving strength of 


falls to 5%, the RUN of the bor dw 
- . fice, it will almost double. This is because 
now wants to secure interest incom ofl 
have to invest US$200. | — 
The longer a bond has to 
wil fue sum. is repaid), the mo 
wil tuate in line withi 


ONEY MARKET RETI 


Average % 


pa 1975- f tax, depe 
their exploita iion of 
ous tax allowances, 

In practice, share 
usually valued on 
ples of their 
ture, or prospectiv 
ings, rather tha 
past, or historic 
ance. Shares trad 
p/c ratios if ins 
pect their earning 
rapidiv. H 
earned 50 
share last year. bu 
pected to earn USSI per share next year, and | its c 
share price is US$15, it is on a historic p/e of 36. 
prospective one of just 15. Similarly. if a share is bg 
along on a historic p/e of two or three. itis probably n 
gain, but simply about to report sharply lower pro 
year. 

As a general rule, the higher the pe, the taste 
stockmarket expects profits to grow, Compare the 
several companies in the same Ps of business. A 
does not necessarily mean the share is over-priced: Dir 
is a signal to look at the company’s recent gre wth : 
future prospects and decide whether the higher rating is h 
tified. 

Dividend yield is a means of expressing a company sd 
vidend distribution in a given year as a percentage of its € 
rent share price. Dividends are the proportion of a yea 
profit which a company pays out to shareholders as à form 
annual income. In countries such as Britain, where dividend 
are taxed before they are paid out to shareholders, the taxi 
added back into the dividend for the — ofa vield caig 
lation. If a company last year paid dividends per share tot 
ling 50 US cents, while its share price is currently USSS. i 













— has made dividend yields increas: 








d may be taken as a sign that the board expects profits 


gers like to see companiés pay small dividends, and 
h profits back into the growth of the business: others 
big dividends because they aré acting on behalf of in- 
who.want a steady annual income. 
















' a good buying opportunity by making the share tem- 
ily unpopular, while helping strengthen the balance- 


nds are the “bonus” issues popular in Hongkong. They 
ot "give" anything to investors, but simply increase the 
ber of shares representing the same underlying assets. 
à form of inflation. 


e bears some relation to net asset backing, prefera- 
est.discount. A big discount may mean a market 
that: the assets are not worth what the balance- 





ificate.- Review the pattern of recent years’ earn- 
to. buy companies which are temporarily out. of 
articularly because of an apparently. temporary 
in earnings or. a cut dividend. If you buy on tips or 
's, make sure you get on and off board early: never 
ut for the last few cents’ profit. n 











Schroders Cürehncy: & Bond Fund. 


: in over 1985 to 30th ‘September 
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: Contact Mr. R.A. Haw/h r. 
: Hofig Kong or telephone 5-2 


E A to share price valuation. Dividends are fixed - 
oardroom vote, and may or may not be affected byex- |. 
onsiderations. At best, an increase or decrease in di? 


rease or decrease in the near future. Some investment. | 
e sentimental importance of dividends to old-fashioned - 
ors and managers means that a dividend cut can often 


by conserving cash. Even more cosmetic than di- 


| +| cended, limited to a certai 
m up, an investor should look for companies whose 
new units as demand and prudence. permit. The managers." 


aims; Make sure the accounts at least carry a clean . | 





r. D ED: Y L Lui bes Schroders Asia Limited, 25th Fo oor, Two » Exchange Quare, — | . F 












i he natural fund-r | lanagement. vehicle for Asia's growing - 
band of middle-class professionals and businessmen. : 
could well be unit trusts. Yet, say the investment houses » 
who manage such vehicles, local investors have been slow to : 
realise their potential. -= d 
-Unit trusts are pools o money collected by a financial i in-., 

stitution for investment in specified types of asset, of which... 
investors who put money into the fund are allocated an eguis: 
valent number of shares, or units. The fund may be closed-. ; J 

| number of units; or open-ended, | 
which means that the trust’s managers are free to sell as many © 








will normally quote “bid” and “sell” prices, at which they will 

issue and redeem units. These prices represent the underly+ 

ing value of the fund's assets divided by the number of units;;. | 

less the buyer's and seller's commission: which i is taken by the: 
manager. 

The hesitancy still felt towards trusts by. many investors 
can be traced to.a number of factors. The two which surface 
most.frequently are: 

» Uncertainty as to how well the money handed over in pay- 



















“An international portfolio of fixed interest investments and deposits actively managed to benefit from 
‘both currency and interest rate fluctuations. Both’ Income and Accumulation units are available —— Sa 
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ment for units in a trust 
will be made to perform 
thereafter. 

> The shortening but still 
present shadow cast over 
the sector by the collapse 
in the early 1970s of In- 
vestors Overseas Services 
(IOS), an offshore fund- 
management group, im 
which Hongkong invest- |: 
ors were among the most ` 
severely burned. 

Asked what difference 
there is between the qual- 
ity of management his in- 
vestment house —— to 
the very large individual 
accounts which they 
handle.on behalf of giant 
institutions and that 
brought to bear on unit 
trusts, Mark B. E. White, 
a director of Jardine 
Fleming | Holdings, re- 
plied ^ quite simply: 
"None." At other houses 
too, the managers of both 
















It is this research back-up that guides much of what fund | through measura 












it quPRS "statues — — — oo 7 — —— 















nomic, political and social | 


outlook. They examine 
within. that context the 
outlook for a particular 
industrial or service sec- 
tor, before turning to the 
prospects for individual 
companies operating in 
that area. 


ften, their informa- 
tion comes from 
in-house analysts - 


around the world who visit 


and interview the manage- - 


ments of companies look- 


ing for stocks with growth — 


potential, and monitor 
trends in the bond, cur- 
rency or commodity mar- 


kets. They also benefit- 


from the mountainous out- 
put of analysts at stock- 
brokerages who do much 
the same, and from inde- 
pendent researchers who 
specialise in plotting parti- 
cular industries or trends. 


types of fund are frequently the same people with accessto | A distinct type of input is provided by technical analysts. They 

the same market intelligence. hold that the supply of, and demand for, anything moves 
ble cycles and then try to pinpoint when up- 

managers do and which, they say, gives them an edge inthe | coming changes will be reflected in price movements. 


long-term over individual investors in a particular market or Some spice is sprinkled into this weighty mixture by way 
markets. Fund managers assessing equity-investment pos- of the market rumours passed on by stockbrokers to fund 
sibilities begin by looking at the indicators of a country's eco- managers — who are often among their most important cus- 





— Jardine Fleming Holdings Limited — 


Blair C. Pickerell, Director and General Manager 
12th Floor, World Trade Building 
50 Hsin Sheng South Road, Section 1 
Taipei, Taiwan 
Telephone 397-1271 Telex 14592 JARFLEM 
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om s. Indi ual estor 84 ss to these excit- 
| NET "rale s, b — YT. — — Schroders 
/ inted out, “90% of them turn out to be untrue. "He 
i that such information is typically only of use in the 
sho lort run and that “you can be right in the short term only a 
- few times. It is the long-term that counts.’ 
a Despite all the professional skills of the fund manager, a 
- unit-trust holder may find the worth of his asset diminishing 
- instead of growing, be it in terms of its value (important in the 
| case of growth trusts which are designed primarily to provide 
capital appreciation but no dividend) or in terms of the pay- 
^ Out he receives from it (the key measure for income funds 
- which emphasise dividends). 
When the investor sees the value of his units declining, he 
- should ask himself not only if he has picked the right invest- 
. ment house but, more importantly, if he picked the right fund 
_and the right time to buy it. This is especially so opting for a 
- specialist fund — investing perhaps in small European com- 
_ panies — rather than a more generalist international invest- 
_ ment trust. 
| As in any other profession, fund management has its 
truisms. Two of these are that: 
_® Itis only possible to launch a fund when the sector or sec- 
tors in which it will invest are doing well. 
_» Most investors buy into existing funds at the wrong mo- 
. ment. 
|  "Itisaxiomatic," said Schroders’ Frank Heath, that inves- 
| tors don't want to be in a market when it 
_ is doing badly. If they did, it would not 
doing badly." But on the other hand, 
Marshall Auerback, a portfolio manager 
at GT Managment (Asia), added: “That 
_ is just when we need the money — so we 
_ Can get in when prices are low." 
D Ost investors know that there is an 
| end to bull (rising) markets and by buy- 
| ing a stake in a wide-ranging trust, the 
| unit holder delegates decision-making on 
|. when to move in and out of a market, a 
- sector or a stock to the fund manager. 
| | When a market turns bearish and prices 
in general start to decline, the manager 
| | ef the specialist fund has only limited op- 
| tions. 
Prevented by the trust deed from 
— moving into areas outside its remit, he 
can sell his riskier holdings and put part 
E all) of the proceeds into ones he 
_ deems more stable or defensive. Any re- 
maining cash he typically invests in the 
. money market. But if these cash holdings begin to account 
for too large a proportion of the fund, unit-holders can be- 
- come restive. This is because they too have access to the 
money market — at least in the form ofebank deposits — and 
may already be as liquid as they want to be. 
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because it invests in a specific sector from which they 
| expect substantial long-term growth and, whatever 
| - the reversals in the short-term, they want to stay with it. Get- 


A the same time, they may have chosen a particular trust 


— < 


_ ting the liquidity-investment balance right has recently been 
| much on the minds of the managers of funds which specialise 
| in the stocks of high-technology companies in Europe, the 

- United States or Japan. Aftera stellar start in the early 1980s, 
this sector has faded rapidly over the past 12 months as com- 


are anies' experimental products either failed to leave the 


| launch pad or to find their predicted market. 

; While holding excess liquidity in a declining market can 
| cause managers some problems, they are far smaller than 
| beingtoo much into cash in a rising one. As Auerback put it: 

—| “Heaven help you if you are under-invested in a bull mar- 

ket." Not only are stock prices rising then, but interest rates 

on money-market instruments are typically taking the oppo- 
site course. 
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" invest, the vite faces: a bewi E derine variety. In Hongkon 
alone the authorities have allowed 160 to be offered, 56 0 
them based in the territory, comprising manager assets val- 
ued at around US$10 billion. Assuming that his motive for 
getting into units trusts is to get a wider diversification of in- 
vestments than those which he is capable of managing him- 
self, the potential unit-holder must first make three crucial 
decisions: 

» In what currency does he want his asset to be denomi- 
nated, bearing in mind that it is in the same currency that he 
will reap the proceeds? 

» What type of asset does he wish to acquire? Does he feel 
more comfortable, for example, opting for a trust which in- 
vests in bonds rather than equities or commodities? 

» To which country or countries does he wish his funds to be 
directed? This is not necessarily the same as choosing the cur- 
rency of investment. 

As professionals in the wholesale business of managing 
funds, unit trusts are not geared to helping small investors 
make these choices. Instead, this retailing task is often 
undertaken by unit-trust brokers who are also personal-in- 
vestment counsellors. The trust — not the investor — re- 
wards the broker for his services by allowing him to keep the 
one-time fee of 5-8% of the amount invested (known as 
front-end load) which would go into the trust's pocket if the 
units were bought directly from it. In addition, the unit-hold- 
er must also pay the trust an annual man- 
agement fee of 1-1.5% the net asset 
value of his holdings. 

A unit-holder who sells out of one 
fund and buys into another managed by 
the same investment house will often 
have to pay only half the normal front end 
load on his acquisition. But he will be li- 
able for the full amount if he moves into à 
trust managed by another firm. When such 
acquisitions are executed by a broker, the 
front-end fees again accrue to him. 

Investors should beware, says Bill 
Glover managing director of Personal Fi- 
nancial Consultants Ltd (PFC), of the in- 
termediary who "churns" an account by 
constantly switching among funds simply 
in order to generate additional income 
for himself. PFC began business in 1974 
as Hongkong’s first registered invest- 
ment adviser: an activity which, like 
those of fund managers, is subject to 
scrutiny by government. 

In the days when IOS was sucking in large numbers of 
Hongkong investors, the territory had no regulations cover- 
ing the operations of unit trusts. In 1978 a code of conduct 
was drawn up by the Hongkong Securities Commission in 
consultation with trusts then operating. These rules were re- 
vised in 1984 and all funds seeking to offer themselves for sale 
in Hongkong must agree to abide by them as a condition of 
authorisation by the commission. 

John Whittaker, the Securities Commission officer large- 
ly responsible for drafting the code, has now left government 
to become executive secretary of the newly formed Hong 
Kong Unit Trust Association. This industry body has several 
aims, all of which are designed to uphold the good name 
which unit trusts increasingly have among investors. One of 
its first tasks will be to devise a standard measurement of 
performance so that the public has access to comparisons 
of how their units are performing vis-a-vis those in other 
trusts. 

This will be a useful addition to the growing body of intel- 
ligence available to unit-holders, supplementing the quar- 
terly or half-yearly reports which they already receive from 
individual trusts (a few of which also publish newsletters) and 
the somewhat meagre data on the sector which appears in 
daily newspapers. oO 


ts in w 


2! NOVEMBER 1985 e FAR EASTERN ECONOMIC REVIEW 
! y IMP E NL RT EM 


i PAra 2) mima 








When you're thinking international 


investment and financing, 





Investment in Japan 

Institutional investors who seek diversification 

into yen know they can rely on Yamaichi's long 
experience in the Japanese securities market, timely 
and resourceful research capabilities, and thorough 
knowledge of Japanese corporations. 


Multi-National Fund Management 

As the number one trader in foreign securities in 
Japan, Yamaichi provides expert advice on multi- 
national portfolios to a wide range of Japanese 
institutions. Yamaichi also offers overseas investors 
tailored investment services and advice on a global 
scale with particular expertise in Pacific basin 
economies. 


think “Yamaichi Securities. 


Financing in International Capital Markets 

With historical links to the majority of Japan's top 
corporations, Yamaichi has long been a leader in 
managing Japanese corporate issues Overseas: Our 
investment banking experts are also active in Japanese 
and major international capital markets, meeting the 
many and varied financing needs of international 
organizations, foreign governments, governmental 
institutions, established corporations, ctc 


And... 

Whether your requirements include mergers, 
acquisitions, or project financing, if they involve 
international investment and financing, Yamaichi can 
help. With offices in every major financial market 
chances are we're merely a local phone call away 


YAMAICHI 


YAMAICHI International (H.K.) Limited. 
12th Floor. Hutchison House. Central, Hong Kong 
Telex: 73747 Tel: 5-248014 





YAMAICHI SECURITIES CO., LTD. Head Office: 4-1, Yaesu 2-chome, Chuo-ku, Tokyo 104, Japan Telex: J22505 Tel: 03-276- 3181 


After 90 years of early rising, we're still on top 
at the end of the day. 


Across three generations of dome business in the Middle East. we've 
always made a point of providing financial services designed to meet 
the special needs of the region 


We know the Middle East financial markets better than almost ans 
other bank. And. bv using the latest banking technology. we're bette! 


placed to serve vou in these markets 


As a memiber of the HongkongBank group. we can offer you direct 
links with more than 1.000 bank offices in 54 countries 


Not forgetting of course. the full benefits of almost a century's 


professionalism, integrity and trust 


The Gulf-hased bank with global connections. 


The British Bank of the Middle East 


Bahrain Djibouti India Jordan Lebanon Oman Qatar Switzerland 
United Arab Emirates United Kingdom 


p< 


member HongkongHBanbk group 


n Hranche Falcon f ke KC Curzon Si " London WIY AA Tet 01.4391. 8411 195 Bromptor Road. Lomton SWI ILZ. Tet 01-581-0121/& 












Victory Joe come back 
or Yankee go home 


By lan Buruma in Manila 


It might have been 
better for all con- 
cerned if Gen. Doug- 
las MacArthur had 
never returned to the 
Philippines. To start 
with, it would have 
spared Filipinos all 
those hideous statues of the general 
wading eternally through the surf at 
Leyte. To be sure, if he had not re- 
turned, as promised, but had headed 
straight for Northeast Asia, Filipinos 
would have felt betrayed — though 
their cities might have been left un- 
scathed. Disappointment would proba- 
bly have caused bitter anti-American 
feelings; but at least the Philippines 
would have been weaned away from 
that adolescent state of dependence 
known as the “Fil-American relation- 
ship." 

MacArthur's return on 20 October 
1944 marked the first and perhaps last 
time in history that a colonial power was 
welcomed back by the colony às a 
liberator. This confused an already 
highly confused nationalist tradition in 
the Philippines. MacArthur became a 
typical Philippine national hero, an odd 
duck in a nationalist pantheon of gods 
dedicated to fighting colonial powers, 
one of which was the US. The general 
then confused things even more by mov- 
ing to Tokyo, where he proceeded to 
help the old enemy back on to its feet. 
Worship for his return has alternated in 
the Philippines ever since with resent- 
ment about his abandonment. 

Many Filipinos still see the US as the 
ultimate saviour in times of need. Take, 
for example, the first sentence of this re- 
cent letter to the editor of a national 
newspaper: “I am getting impatient 
waiting for the United States to liberate 
us from two decades of the Marcos re- 
gime." This pathetic yearning for the 
great liberator is by no means untypical. 
Many Filipinos still argue that a com- 
munist revolution will never occur in the 
Philippines, “because the Americans 
will never allow it.” 

The US is in the peculiar position of 
being both the longed-for saviour and 
the main target of much nationalist 
propaganda. The rather childish belief 
in American omnipotence is by no 
means confined to those who dream of 
green cards and MacArthur; indeed, it 
seems to be even stronger among the ac- 
livists against “US imperialism.” 

Reuben Canoy, former cabinet 
minister and author of The Counterfeit 
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Revolution, called it the “CIA Syn- 
drome" — the widely held belief that 
the CIA is behind everything that 
moves in the Philippines. Like all folk 
beliefs this myth holds, and certainly 
held a grain of truth. To be successful as 
a Filipino politician during the 1950s 
and 1960s it was vital to have American 
backing — if only because that ensured 
clout, and by implication a good dip in 
the pork-barrel. It was always clear 
which candidate Washington favoured, 
s "America's boy" would invariably 





| imperialism. 


and the World Bank to do somethit ig 
about the “crony monopolies™ on 

One would wish some- 
times that he were right: two year 
ago Constantino predicted that USF 
IMF/World Bank pressure would surely 
get President Ferdinand Marcos to f=) 


| sign. 


In Constantino's view (and that of al 
most everybody left of centre in Tie) 
Philippines) Washington, NES 2 1€ 
CIA, the World Bank and the IMP, has? 
consistently kept the Philippines inu 
state of colonial dependence, as à 
supplier of natural resources. Phili =: 
industrialisation could not take of | 
cause Washington blocked it. True 
nationalism is subverted by Washington 
by offering bright Filipinos scholarships 
to ‘American universities. The IME 
World Bank want to break up the ere ny 
monopolies so that US ¢ 
multinational! corporatió ns 
can take over. And so on and 
so forth. - 

That the US looks after its 
own interests is indisputab e Y 
but this type of Thirld World” 
nationalism — not at all | 
unique to the rf ine 
comes uncomforta close | 
to anti-semitic nightmares of | 
an international Jewish con 7 
spiracy of bankers and politi- 7 
cians to monopolise They 
world. It is tinged with the = 
paranoid envy of the back 
ward provincial for the met i 
ropole, especially acute inthe 
Philippines where Americam 
»roducts, values and dreams” 

ave been held up as superior 
for almost a century. 




















e 
r1 


ilipinos arguing for state-- 

hood, such as the meme 
bers of the once-potent State- - 
hood USA Inc. movement 
Or, as is currently fashion eg 
ble, for US citizenship for 
people born before Philipsi 
pine independence, are part 
of the same problem as thes 
paranoid nationalists: both” 
sides are psychologically) 
hooked on America; one side — 
wants to shake the addiction | 










find himself on the cover of Time or Life | by assimilating, the other hopes that 


magazine. The best example of Ameri- 
can favouritism was the election of 
Ramon Magsaysay, who also happened 
to be one of the most popular post-war 
presidents. One of his main advisers 
during his election was Lieut-Col Ed- 
ward G. Lansdale of the CIA. 

Such influential 
Filipino nationalism as the historian Re- 
nato Constantino go much further than 
pond out CIA shenanigans. They 

lame everything, from the economic 
crisis to the present attempts by the IMF 


proponents of | 





by fighting America, the habit will-be3 
cured. 
The communist movement is pre 
sented as a war of nationalist liberation 
The official programme of the National 
Democratic Front of the Philippines bes 
gins with a reference to the tipo 1 
Philippine armed rebellions, “This his- 
tory.” we are told, “isnot dead and past: — 
our tradition of armed struggle and re- | 
sistance in defence of the Motherland 
and to regain our freedom and indepen- - 
dence is still very much alive today. Itis 
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4 oro sus r 1 lor 
mes ster fr— US prece ius — domi- 
ates the Philippines . . .” The presence 
4m bases no doubt helps this prop- 
ganda 
The natural audience for this kind of 
nationalism is the urban middle class — 
Metudents, teachers, in short, readers of 
[Constantino s history books. This 
- shows an interesting, and perhaps signi- 
ficant historical "shift, for the bitter root 
of the anti-American obsession goes 
— back to the Great Sellout: or, as Con- 
| stantino would have it, the betrayal by 
| the Philippine elite of the popular strug- 
| | gle against American imperialism at the 
- turn of the century. 
| The nationalist revolution against 
1 Spain during the 1890s was one of the 
| few times in Philippine history that the 
| various classes came together in a com- 
— mon cause. Sons of the new middle class 
composed of Chinese or Spanish mes- 
‘tizos and the native elite, picked up 
nationalist ideas during their studies in 
-. Europe. These so-called ilustrados (en- 
- lightened ones) were extremely sensi- 
tive to the Spanish habit of treating even 
educated Filipinos as inferior. The aim 
of such ilustrado heroes as Jose Rizal, 
who is still worshipped by many as a 
OA Christ, was equal treatment by 
Spanish. At first Rizal simply 
"wanted Filipino representation in the 
E pm ish Parliament. He was a reformer, 
- not a violent revolutionary. In typical 
- Philippine style, he became a national 
hero after being executed by the 
gene i in 1896. His “martyrdom” was 
an important spur to the revolution. 
Another strain of nationalism. — 
which may partly explain the behaviour 
of many anti-church establishment 
priests today was born among 
Filipino priests who rebelled against the 
_ Oppressive authority of Spanish friars. 
d e the ilustrado elite they wanted to 
| be treated as equals. Three of them, Frs 
1 Gomez, Burgoz and Zamora, were gar- 
- rotted in 1872, making them the earliest 


" i pe in the Philippine pantheon of mar- 
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Ez before the elite became in- 
spired by European nationalism, a 
| large number of peasants, mainly in 
Central Luzon, had staged revolts 
inst local Spanish authorities. They 
were usually organised in secret 
Ocieties, led by messianic figures 
| preaching various types of folk Christ- 
f ianity, promising a new order of free- 
T dom and brotherhood. 
{| The most famous society was the 
Katipunan, led by a clerk from Tondo 
called Andres Bonifacio. In the Katipu- 
nan religion and nationalism merged 
into a vision of national rebirth — the 
redemption of Mother Filipinas. Unlike 
Rizal, whom he greatly admired, 
Bonifacio believed in violent revolu- 
‘tion, which, in the end, made him as 
| dangerous to the Filipino elite as to the 
' Spanish. 
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alition that, in the words ey ick Joa- 
quin, the National Writer, showed “a 
pus of nation, as though lightning 

ad revealed another side of a face." It 
was not to last very long. The deep divi- 
sions that still plague Philippine society 
became plain even before the first 
Philippine Republic was inaugurated in 
Malolos in 1899, Bonifacio, after break- 
ing away from the other leaders of the 
revolution, was executed for treason in 
1897 by Gen. Aguinaldo, the man who 
was to become the first president of the 
new republic. 

Rizal is still the greatest national 
hero. Bonifacio has been pushed into 
the background. Conventional national- 
ist wisdom attributes this to American 
propaganda aimed at fostering peaceful 
reforms instead of violent revolt. Rizal's 
legacy is certainly safer for a colonial 
power to deal with than Bonifacio's, but 
the truth is more complicated. In the 


Clean-up of MacArthur: last liberator. 


first place Rizal's martyrdom made him 
a hero before the Americans arrived. 


And moreover, Rizal's image was quite 
congenial to the Filipino elite which be- 
nefited most from American rule. This 
is where the Great Sellout comes in. 

By sailing into Manila bay in 1898, 
ostensibly to help the Filipino struggle 
against Spain, the US effectively 

aborted the Philippine revolution, Al- 
though Aguinaldo fought back against 
the Americans — who had decided to 
turn help into occupation — until 1901, 
much of the Philippine elite did what 
they had done for centuries to survive: 
they made deals with the new colonial 
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| pendants. “And, 
by and large. * have prospered by 
doing so. It was they who became the 
best disciples of American ways, from 
democratic politics to Lions Clubs. 

It is still they, the Kalaws, the 
Laurels, the Aquinos, who stand for 
traditional, moderate politics. But it 
was rural groups who, from the Sak- 
dalistas in the 1930s to the Huks in the 
1940s, kept on erupting in revolts. 
Again and again they appear to have 
been inspired by the same nationalist 
folk beliefs, based on martyrdom and 
redemption. Only on very few occasions 
— the aftermath of the assassination of 
Benigno Aquino was one — have the 
disparate classes of Philippine society 
come together again. 





hat is interesting about the com- 

munist movement is how some 
leaders, though apparently well aware 
of the risk of "scientific" 
ideology being swallowed up 
by folk millenarianism, delib- 
erately evoke the language of 
the old revolution. Joe Ma. 
Sison, one of the founders of 
the Communist Party of the 
Philippines, made a speech in 
1964, on the 10lst anniver- 
sary of Bonifacio's birth. He 
stated that “after the death of 
Bonifacio, the revolutionary 
initiative of the peasants and 
the workers in the Katipunan 
and the anti-colonialist strug- 
gle in general was under- 
mined and debilitated by the 
liberal compromises made by 
the ilustrado leadership .. . 
US imperialism was not only 
superior in industrial might 
but also well-versed in a lib- 
eral jargon which could easily 
deceive the newly emerged 
Filipino bourgeoisie. " 

Deception through 
sweet talk of foreigners 
this was precisely what the 
earlier revolutionaries said 
about the Spanish friars: 
Mother Filipinas must be de- 
livered from alien lies. It ts 
a potent message at a time 
when "credibility" i5 the most 
precious commodity. The credibility 
most at stake in the Philippines today is 
not that of Marcos and his cronies — 
they have already lost theirs. It is the 
traditional opposition, the political 
remnants of the old democracy who are 
most vulncrable. 

This puts the US Government in: a 
highly delicate position, for being 
America’s boy or girl could become a 
liability as easily as an asset. No matter 
how irrational it may be, Philippine 
nationalism is now on the side of the 
Left. Having said that, there is a 
backlog of 447,677 Filipino applicants 
for emigration to the US, ü 


the 
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recipe for revolution 


Culture everywhere, 
but perhaps much 
more so in the Philip- 
pines, is a matter of 
class. There is the 
Great Tradition of the 
metropole and the 
Little Tradition in the 
countryside, usually ignored or laughed 
away by the urban elite. Although colo- 
nial influence — 300 years in a convent 
and 40 years in Hollywood — is strong 
all over the Philippines, it is strongest in 
urban areas. It is there, amid the fast- 
food chains. the Rotary clubs, the 
ubiquitous rock music, that people are 
most proud of being modern and most 
worried about having no cultural iden- 
tity of their own. 

Rural people, too, have been pro- 
foundly influenced by such colonial in- 
stitutions, by no means entirely nega- 
tive, as the public school svstem. But 
many aspects of the Little Tradition are 
still unmistakeably Filipino, a peculiar 
blend of Malay culture and folk Christ- 
ianity. 





of Tagalog culture. Because it has al- 
ways been a popular conduit for 
nationalism, this Little Tradition is 
worth looking at closely. 

At first sight the church in Calamba, 
the birthplace of Jose Rizal, the great 
national hero, seems odd, if not posi- 
tively cranky. It has all the images of 
Christianity, with a strong emphasis on 
the Passion. But there is one remark- 
able twist: Christ is a dapper little man 
in a dark European suit. It is Rizal him- 
self. His two novels, Noli Me Tangere 
and El Filibusterismo, which are com- 
pulsory reading in every Philippine 
school, are the Bible. And Rizal's col- 
leagues in the Propaganda movement 
(propaganda for reforms and equal 
treatment by Spain), such as Apolinario 
Mabini and M. H. del Pilar are among 
his 12 apostles. Andres Bonifacio is 
among them too, and so is an obscure 
Austrian schoolmaster, who never vis- 
ited the Philippines, named Ferdinand 
Blumentritt. His active correspondence 
with the national hero earned him his 
holy eminence. 

A pamphlet from the church — offi- 
cially called the Iglesia Watawat ng 
Lahi, Inc. (all such societies were incor- 
porated during the American period) — 
tells us why Rizal "was sent on caa 
L860 years after the birth of Christ” 
the form of an Avatar. Quite — 
Rizal is a Filipinised Christ, but in the 
process of explaining how this came 
about, Christ himself was Filipinised: 
“Both were Asians and hailed from 
small countries under foreign domina- 
tion . . . Both were obsessed with all- 
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These traditions are especially $2— 
strong in central Luzon, the heartland — 
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consuming love of their nativeland (sic) 
and suffering fellow men and gladly de- 

dicated their lives in securing for them 
justice, liberty and peace.” Indonesians 
might be interested to know that “in 
Rizal’s case, a number of formerly en- 
slaved peoples, like the Indonesians for 
instance, trace their struggle for freedom 
to the unselfish sacrifices of the greatest 
man ever produced by the Malayan 
Race.” 

Although much of this rhetoric 
might sound silly, it is a serious attempt 
to assert native traditions, which, after 
centuries of colonial rule, can only be 
expressed in foreign, or hybrid forms. 

This church alone has about 250,000 
believers. There are many others like it. 





Moreover, Rizal is only one in a long 
line of Tagalog Christs. Significantly, he 
is the only such figure from the half- 
Spanish elite. Few Philippine scholars 
take these cults seriously and nationalist 
intellectuals find them faintly embarrass- 
ing. Communists see folk beliefs as a 
problem which must be tackled by 
educating the people “to a higher cul- 
tural level.” 

The historian Reynaldo Ileto is one 
of the few people to have analysed the 
descr eh seriously. In his classic 

ook, Pasyon and Revolution, he 
traced back the form and language of 
peasant uprisings against Spain and the 
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as a fall from — wh period mothel 
can only be redeemed — fai 
and sacrifice. This explains the i 
tance of the national martyrs, for death 
leads to resurrection, It also explams 
the willingness of rebels to die for their 
cause. o 

Much emphasis is put on purity X 

the soul. The power of a ruler! n! 
view, depends on the state of his im 
self, on his spiritual power, or 4 n 
anting. This is closer to the Malay d 
tion than to Spanish Christianity, as 
the belief in the efficacy of amulets si 
posed to give one anting-anting 3 
make one invulnerable. ATI the so an 
in Gen. Aguinaldo's army wore variol 
amulets to ward off danger. As recenti 
as 1967 a group called the The Fréed - 
Party marched into Manila armed v 
sacred bolos and amulets. It did noth 
many of them against the auto 
weapons of government troups. Eve 
more to the point, à member of the vo * 
munist movement told this correspon- 
dent that operations by the New Peo- 
ple's Army are sometimes held ^ 
soldiers who need to go through special 
rituals to make their anting-antir 
work. | 
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of rural Little Tradition has been 
swept away by industrialisation, This; 
however, is not the case in such co " 
tries as the Philippines, however r 
the urban middle class might wish I 
were so. The question is to what extent 
these native beliefs impinge on polities — 
on à national scale. To a certain exten 
they clearly do. Both President Fer 
dinand Marcos and his wife have at 
tempted to use at least the — 
folk cults to their advantage: Marcos by 
claiming to be blessed by anting-anting: 
Imelda by having shrines erected to f 
glory. Her use of the initials KKK, 
her special projects, is a direct borre 
ing from Bonifacio's Katipunan. In th 
case of the opposition, Rizalist visions 
of martyrdom were instantly evokec 
when Benigno Aquino Was assass 
nated. J 
For the communist insurgency 
Little Tradition is a mixed blessing: 
can be used as a strong force to gal 
vanise people and inspire sacrifice and- 
struggle; it can also blur political gog 
and lead to splinter groups difficult t | 
control. This appears to have happened 
to thé old communist party, the PKP, 
which led the Huk rebellion. The PKP 
leaders rallied the peasants by nurturin 
millenarian ideals of seizing power n 
two vears in a kind of apocalypse. When 
this ideal was thwarte by a counte a 
fensive launched by Filipino forces ¢ 
US advisers, the rebellion collap 
According to members of the new 
munist party, they have learnt i 
sons of history. We shall see. 
— lan E 
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When in doubt — bomb it 


An International History of the Vietnam War (Volume 2: The Struggle for 
Southeast Asia 1961-65) by R. B. Smith. Macmillan. US$42.50. 


eading the continuing wash-ups of 

the Vietnam War makes it difficult 
to decide which aspect of the conflict the 
lefties and anti-war crowd in the US dis- 
like most: the Phoenix programme of 
elimination (by capture, blandish- 
ments, torture, or termination with ex- 
treme prejudice — death) of the com- 
munist cadre infrastructure in the 
South, or the pacification programme of 
strategic hamlets which, after its great 
success in the Malayan insurgency of 


1948-60, was introduced into South 
Vietnam by its British expert. Robert 
Thompson. 


Yet it is now abundantly clear that 
these two programmes caused Hanot's 
war directors more trouble than all the 
regular military operations carried out 
by the US and South Vietnamese armed 
forces put together. Stanley Karnow in 
his Vietnam, A History quotes Hanoi's 
Duong Quynh Hoa, a high-powered 
female cadre, who told him that the 
Vietcong had been “badly battered” by 
Phoenix. The communist commander in 
the South at the time, Gen. Tran Do, 
said that it had been "extremely de- 
structive.” 

Smith will reach the Phoenix pro- 
gramme in later volumes of his history 
of the Vietnam War. He does quote 
what he calls “perhaps the most remark- 
able tribute to that strategy contained in 
an article by the leading communist 
Nguyen Chi Thanh published in Hoc- 
Tap in July 1963” in which he described 
the American decision to isolate the ad- 
versary by setting up strategic hamlets 
as “a relatively clear-headed conclu- 
sion.” Nguyen added, however, that 
“unfortunately for them, they are be- 
ginning to be assailed by serious misgiv- 
ings about the correctness of the plan.” 

It is generally agreed by soldiers 
that. in taking sides in a civil war (which 
is what the Vietnam War was, whatever 
Washington called it), it is absolutely 
Vital to spot one’s targets with complete 
accuracy: that it is more productive to 
leave one agent/informant free to ope- 
rate in a hostile, dangerous village than 
to wipe out him and the village in an air- 
Strike; that spraying the land with de- 
foliants or drenching built-up areas with 
napalm or high explosives leaves hun- 
dreds of thousands of dead, many of 
whom might have helped government 
forces if they had been given protection. 

However, in Vietnam, Laos and 
Cambodia, the selective knife, grenade 
and silent pistol were shouldered aside 
by the more macho strategy of “when in 
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doubt, take it out.” The dropping of 
2,092,000 tonnes of bombs effectively 
united the peoples of both Vietnams in 
joint hatred of foreigners, specifically 
the Americans. 

The emphasis on the strategic hamlet 
programme was on pacification. Even 
in 1963, when Thompson in his report 
on progress in strategic-hamletting was 
critical of the counter-insurgency pro- 
gramme in Vietnam , his essential faith 
in pacification remained as strong as 
ever. What the Americans had not 
hoisted in — and certainly the late presi- 
dent Diem had absolutely misun- 
derstood — was that the hamlets 
seemed to have become an end in them- 
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selves, when they were originally sup- 
posed to be one element of a long-range 
programme the objective of which was 
to increase both rural security and the 
effectiveness of government. 
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T hompson was disturbed by the speed 
at which Diem and his premier 
Nhu were establishing strategic hamlets 
throughout the country, while failing to 
consolidate centres of strength from 
which pacified areas could gradually ex- 

and outwards. Put differently, in 

alayan terms this meant establishing 
the first hamlets in the programme in 
white (friendly) areas where the scheme 
could be seen to lift off without any 
problems caused by communist gueril- 
las. When sufficient hamlets in white 
areas had been seen by one and all to be 
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working well, new hamlets were built in 
grey (not completely pacified) areas. 

Here it was accepted that the com- 
munists might attack and destroy some 
hamlets. But it was hoped that the suc- 
cess of many other hamlets in both 
white and grey areas would carry the 
programme further forward to the point 
when confidence would be sufficient to 
build hamlets in black, communist- 
dominated areas. The experts rightly es- 
timated in Malaya that there would be 
sufficient general momentum for the 
system to win. 

Diem and the Americans, however, 
flung new hamlets throughout the South 
as haphazardly as a cook tipping raisins 
and plums into a pudding and the Viet- 
cong ate them up easily one by one. 

Strategic hamlet operations had vil- 
lagers living in remote rural areas 
scooped up and required to live in newly 
built hamlets garrisoned by government 
troops. The villagers were screened 
when they left them for work outside in 
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tood the British model. 





the early mornings to make sure they 
were carrying neither food nor other 
supplies to the guerillas nor (on their re- 
turn at night) messages or arms to hid- 
den red sympathisers inside the ham- 
lets. 

Initially the forced removal of villa- 
gers from their scattered homes was not 
popular: for example men and women 
who worked in the paddy fields or the 
forests spent a much longer part of each 
working day getting to and from work. 
But people whose duty it was to stay 
home in the hamlets found that having 
many more friends and neighbours liv- 
ing close by them proved to be a life- 
style they got used to very easily. 

All this was part of the hearts-and- 
minds campaign which, in Malaya, set 
more and more people against the com- 
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Smith, did it become clear how remark- 


. enemy newspapers such as Hoc-Tap 
, monitored to tell them how well they 
had been doing. — Donald Wise 








Ai yan insurgency were over, the Bri 
tish were still losing the fight. The gov- 
ernor, Sir Henry Gurney had been as- | 
sassinated in broad daylight as he drove | ^ 
to the hills for the weekend and, while 
hamlets had been established in white 
areas, the going was hard in the greys. 
The most positive fact for the govern- 
ment was that some 80% of insurgents 
had been card-indexed in police files. 

More impressive than a sand-filled 
silk stocking swung against the head ofa |. 
captured guerilla to make him talk was | = 
a long accurate recount of his life and |- 
times to within ten days of capture. Ac- 
curate knowledge about them terrifies 
prisoners much more than any other de- 
vice in anybody's war. 



























y the end of six vears emergency. 

there were more surrendered gueril- 
las fighting on the Anglo- Malaysian side 
than there were left in the jungle, while 
the grey areas had been whitened up 
considerably and a firm start was being 
made into the black. Id loss be ready to T 

The Americans never believed inthe |. "ina position to geti rich. 













hearts-and-minds approach, arguing child? n c e 
that if the Vietnamese in the coun- Nie roe 
tryside were grabbed by their tender |. detract fr 


parts, “what are laughingly called their 
hearts and minds will follow." 

Where Thompson might be criti- 
cised, according to Smith, was in failing 
to recognise the difference in size be- 
tween South Vietnam and what is now 
known as Peninsular Malaysia. The dif- 
ficulties of applying the Malayan model 
to the whole of rural South Vietnam in 
the time available and with existing 
manpower were greater than anything 
Thompson had experienced in the ear- 
lier campaign. 

I find this criticism unfair. 
Thompsons methods could have 
worked if both Americans and Viet- 
namese had really liked the scheme and 
made it work: they had enough troops 
to-do so. But Thompson never had the $ 
chance to reassert his influence on stra- |. 
tegy after the assassination in 1963 of 
Diem. The US generals directing the 
war by their control of air supply and 
power, and allocation of arms, went on 
believing that it was more effective to 
chase individual North Vietnamese and 
Vietcong units at enormous cost in’ 
(especially) Vietnamese army casualties 
instead of adopting Thompson's posi- 
tion that it was better to eliminate com- 
munist sources of manpower and supply 
by developing secure areas. 

In November 1963 the whole pro- 
gramme collapsed. Only then. says 
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ably well things had in fact been going at | 
least until mid-1963. But. apparently, 
neither US military headquarters in 
Saigon nor the Pentagon was having 
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Breakdown 


| Bp ed Brotherhood at War is an attempt 
| to demythologise the genesis of the 
"third Indochina War. Grant Evans and 
Kelvin Rowley, by providing a detailed 
| chronology of events leading up to the 
| Vietnamese invasion of Cambodia and 
| the Chinese rift with Vietnam, go a long 
| way towards achieving their aim. At 
| times, though, their own convictions 
—]- blunt the edge of their analysis. 

| Events in Indochina since the fall 


| of Saigon are often loosely explain- 
f ed by traditional animosities, big- 
—power rivalry or inherent Vietnamese 
—expansionism. This is a period that 
| has been the focus of some 
very colourful propaganda. 
- The Vietnamese have come 
- out with numerous "Dos- 
= siers" to explain their ac- 
| tions; the Khmer Rouge 
— produced their Black Paper 
- in 1979 to denounce Viet- 
| namese designs on their 
territory. The Singapore 
| Foreign Ministry added its 
| own gloss on communist ex- 
| pansionism in a pee 
| entitled, From Kabul to 
| Phnom Penh. Hard facts, 
however, have been hard to 
- come by. 
| Evans and Rowley see 
f the conflict as the result of 
" competing nationalisms in 
| States still emerging from 
| their colonial pasts. One of 
| their contentions is that na- 
} tional rivalries are not so 
| much products of tradition 
| as of the breakdown of trad- 
| ition that comes with the 
| creation of modern bureau- 
= eratic states. 
— Specifically, they make the case that 
| the extreme anti- Vietnamese stance of 
| the Khmer Rouge was adopted partly to 
- rally the Cambodians behind their 
| harsh Myelooment policies. Tension 
ver the land and sea borders could 
| have been solved by negotiation, the au- 
| thors maintain, if Pol Pot and his cronies 
| had desired peace. But instead they pre- 
| sented the Vietnamese with the non- 
| negotiable demand that they be allowed 
—] to unilaterally adjust the borders drawn 
| up by the French. In 1977, the year the 
border skirmishes escalated into full- 
scale attacks, it was the Khmer Rouge 
who initiated hostilities — the Khmer 
_| Rouge themselves present the same se- 
— | quence of events in their Black Paper. 
mt But in spite of evidence that Pol Pot 
T | led the Khmer Rouge to provoke the 
Vietnamese, it seems a bit too easy to 
say that his regime “turned issues of no 
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— Red Brotherhood at War: Indochina since the Fall of Saigon by Grant Evans 
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< and Kelvin Rowley. Verso Editions, London. No price given. 


intrinsic importance into the basis of a 
major confrontation on the Vietnam- 
Cambodia border." The paucity of 
sources on the border conflict makes it 
very difficult to disentangle the motives 
of either side from their propaganda. In 
1975 it appears likely that the Khmer at- 
tacks were controlled by Ta Mok, one of 
Pol Pot's inner circle. 

But to really understand develop- 
ments at this stage one needs to know 
more about Vietnamese policy. Was the 
occupation of Wai island by Vietnamese 
forces in June of that year a local initia- 
tive, a straight retaliation for attacks on 
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Vietnamese tank crew: Indochina alliance. 
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J jer — EA E. 
d actica 


bar i 






hetname Or: fas ita tac 
the Khmers into yielding to Vietnamese 
requests for extended territorial waters 
around Phu Quoc island? Were there 
real problems convincing Vietnamese 
troops to leave their wartime enclaves 
on the border? In other words, is there a 
possibility that Vietnamese actions at 
this stage exacerbated tensions, rather 
than creating a climate of diplomatic 
reasonableness as Evans and Rowley 
suggest? 

The distinction that is drawn be- 
tween an Indochina alliance and federa- 
tion is also too glib. Of course, as the au- 
thors explain, there is no mention of an 
Indochina Federation in Ho Chi Minh's 
Last Will and Testament — this is one of 
those inventions that was being used to 
discredit Vietnam in the overheated cli- 
mate of 1979. And as their analysis 
makes clear, it was Chinese and Khmer 
Rouge pressure that were the im- 
mediate catalvsts of the formation of the 
Indochinese alliance that exists today. 

But without a doubt, what exists 
today is the "special relationship" that 
Pol Pot so much feared. The Vietnam- 
ese are now firmly in control of security 
in Cambodia and Laos, and some might 
also say ideology. This is not an alliance 





| from which the partners can withdraw, 


as New Zealand can opt out of Anzus. 
So while one can well understand Viet- 
nam's obsession with a tightly allied In- 
dochina, one still has to ask whether it is 
in the best interests of Cambodia and 
Laos. 

Obviously this is not the last word on 
the third Indochina War. But this book 
should do much to raise the level of dis- 
cussion. The message for policymakers 
is very clear: the Vietnamese invasion of 
Cambodia was not the inevitable re- 
sult of their victory in 1975. It was the 
product of a complex series of events 
that gradually closed off other options 
for the Vietnamese, not to mention the 
Cambodians suffering under Pol Pot. 


— Sophie Quinn-Judge 


The diary of Frank Evans 


Roll Call at Oeyama, P. O. W. Remembers by Frank Evans. J. D. Lewis and 


‘Sons. No price given. 


O: the fall of Hongkong 1941, 
Frank Evans was captured and 


eventually sent to work in the nickel 


mines in Japan. He was interned in 


the Shamshuipo and Argyle Street 
camps and was later sent to Oeyama 
when he remained until the Japanese 
surrender, 

Forty years later he revisited 
Hongkong and decided to write a 
book on his experiences, He draws his 
inspiration from his diaries kept from 
the period and from verse written 


originally in Welsh but translated into 
English. Throughout all this his 
i PEVISA SAt 
in human ess vailed over 
"€ stravation and Suffering. 
erhaps the test tribute to the 
author is that lo v no grudes 
against his former captors. His mes- 
sage is to forgive but not to forget, a 
philosophy upon which he acted by 
inviting the mayor of Kayo-Cho to 
Aberystwyth and by visiting Japan to 
erect a memorial. —E.R. 
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The 13th edition of the All-Asia 
Guide is simply crammed with 
new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 
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There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating out in Asia, on 
the best way of using your 
baggage allowance, and on how 
best to carry your cash. 


25 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you re 


going. 
An even more streamlined 


guide to hotels in the region with 
more than 1,600 listed. 


Some 55 new colour pictures, 
and more than 110 new black- 
and-white pictures. 


Asia's most complete guide book § All of which adds up to over 
Fully Revised 13th Edition 700 pages of vital information for 


business and pleasure travellers 
in Asia. 


N in its 13th Edition. «5 
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Japan’s once-booming electronics majors fall on hard times 





- By Charles Smith in Tokyo 


apans flagship electronics industry 
“he J may be entering its worst recession 
nce the immediate aftermath of the 
| fi st oil shock if forecasts for a substan- 
fall in production in two out of the 
> t iree main sectors of the industry prove 

- correct. 

- The downturn in electronics produc- 
‘tion already has produced a crop of re- 
-markably negative business results from 
le eading manufacturers — including a 
16 -9% fall in the recurring profits of 

puni (the company's first earnings 
ecline in 11 years) and a 36% cutback 

ir n the earnings of Fujitsu. But even op- 
timistic analysts believe worse may be to 
come in the second half of the current fi- 
nancial year. In terms of company pro- 
fitability, as well as overall production, 
it is probably not too much to say that 
th e industry has abdicated its role as the 
Iriving force behind Japan's economic 
expansion and become, at least for the 
time being, a serious drag on the rest of 

L ie economy. 

Just how much all this could matter is 
indicated by figures for the contribution 
tio of electronics to the overall growth 

f Japanese industry, published re- 
le Batly by various analysts. According to 

a survey by Dodwell Marketing consul- 
5 its, Key Players in the Japanese 

"ctronics Industry, the X17 trillion 
S$83 billion) electronics industry ac- 
0) innted for 5.6% of gross national pro- 
du in 1984 and employed 9% of the 
manufacturing workforce. Sumitomo 
Bank, in a recent report, suggests that 
e ronics companies accounted for 
40% of the rise in Japan's exports and 
6 p of increased investment by indus- 

y during 1983-84. 
Of the various sectors that make up 
à ms far-flung electronics industry, a 
dful, including computers and 
te M onooniations é equipment, were 
still performing healthily as of August 
when the latest consolidated statistics 
| or the industry were collected). By con- 
tre st with the relatively bright situation 
-in industrial electronics, the parts and 
a components sector appears to have fall- 
| en on very hard times since the middle 
- of this year. Worst of all has been the 
. performance of manufacturers of inte- 
. grated circuits (ICs), whose 1984 sales 
and production figures outshone every 
other sector of Japanese manufacturing 

— industry. 

Analysts at the Electronics Industry 
_ Association of Japan (EIAJ), the indus- 
Muy body which monitors all sectors of 
elec ronics production, seem reluctant 








to issue a firm forecast for IC produc- 
tion in the second half, given the sen- 
sitivity of such predictions for overall 
confidence in the economy. But indi- 
vidual IC makers have been ready 
enough to give details of how they see 
the future. 

A compilation of production and 
sales forecasts by the industry's top nine 
companies suggests output will be down 
by 13% in the whole of the current fi- 
nancial vear, in striking contrast to last 
year's jump of 73% in output by the en- 
tire industry. 

Cutbacks in exports of 28.7% for the 
current year and of 26.6% in planned 
capital investments indicate the decline 
is neither temporary nor confined to the 


HOW MUCH THE CHIPS ARE DOWN 
Original and revised forecasts, fiscal 1985, Y billion 


(% change 
previous year) 


NEC Corp. 

Hitachi Ltd 
Toshiba 

Fujitsu 
Matsushita Denshi 
Mitsubishi Electric 


Note: Fiscal years all 1 Apr.-31 Mar. 
Source: Nikkei Sangyo Shimbun. 


domestic market. According to some 
estimates, prices of key types of ICs 
such as 64k and 256k random access 
memories are now floating at not much 
more than one-tenth of year-ago levels, 
a steep extension of a slide that has been 
going on for some years as a result of 
overproduction and successive in- 
creases in chip memory (which enable 
fewer chips to do more work), Plans to 
introduce a new generation of 1-megabit 
memory chips to the domestic market 
on a mass-production basis by the spring 
of 1986 have not yet been formally 
abandoned, but a spokesman for a 
major manufacturer told the REVIEW 
the feeling was spreading that “it may be 
too early.” 

Electronics-industry analysts who 
have been charting the industry's course 
for more than 10 years have frequently 
cautioned against attaching too muc 
significance to boom-to-bust shifts in 
the market for ICs. Apart from the fact 
that the market is extremely cyclical by 
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Sunrise industry sets 


nature, Japanese IC makers seem better 
able than most to cope with their indus- 
try's ups and downs because they are 
highly diversified electronics manufac- 
turers rather than IC specialists. But the 
conclusion implied by some commen- 
tators, that the IC slump ought to be 
seen as a Strictly self-contained 

henomenon isolated from other deve- 

opments in electronics, hardly seems to 
hold water. 

For one thing, the plunge in IC prices 
has been far deeper than on any other 
Occasion since the immediate aftermath 
of the 1973 oil shock — when the indus- 
try was far smaller than it is today. A 
second point is that, since the middle of 
1985, ICs have not been the only part of 

the electronics industry to 
be confronted with weak 

rices and falling demand. 

ven the cautious men at 
EIAJ admit that a similar 
situation now faces the 
consumer-electronics sec- 
tor. 

Of the two areas in 
which consumer-products 
weakness has shown up re- 
cently, the virtual suspen- 
sion of Chinese purchases 
of finished colour TV sets 
appears at first sight by far 
the most dramatic. Japan's 
exports of TV sets to China 
in early 1985 were running 
at six to seven times the 
levels of a year earlier as 
local authorities in many parts of China 
rushed to take advantage of new-found 
freedoms to use locally earned foreign 
exchange. As of late October, a trickle 
of sales of finished sets was still being 
shipped to China. But analysts at the In- 
dustrial Bank of Japan expect the flow 
to stop completely from the New Year 
onwards. 


A: exports to China account for 
roughly half of Japan's global colour 
TV shipments — and about two-thirds 
of China shipments consisted of finished 
sets during the first half — the effect of a 
total ban on Chinese i imports of finished 
sets could be to cut Japan's exports by 
around 30% from year-ago levels from 
January. But the effect of the cut is un- 
likely to be felt equally by all major 
companies in the industry. 

For Hitachi and Matsushita, which 
took full advantage of the boom in 
finished exports, the cutback in Chinese 
purchases already has had a dramatic ef- 
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fect. In Matsushita's case, TV output 
was sliced by 20% from the early sum- 
mer at all major factories in Japan. 
Companies such as Toshiba Corp., 
which have depended less heavily on 
sales of finished sets while shipping 
large quantities of chassis kits for assem- 
bly in China, may hurt less. But even 
Toshiba admits that sales to China are 
now running at 50% above year-ago 
levels compared with a three-fold in- 
crease in shipments earlier in the year. 

Developments in the video tape-re- 
corder (VTR) market seem less spec- 
tacular — but potentially more serious 
in the long run. Japan's sales of VTRs to 
the US were growing at around 70% 
over year-ago levels in early 1985 as the 
Americans belatedly caught on to a 
boom which had earlier run its course in 
Japan and Europe. But year-to-year 
rises in shipments had shrunk to almost 
zero by September, as the dissemina- 
tion rate in the US reached what many 
Observers regard as a possible satura- 
tion point of around 30% of house- 
holds. 

In parallel with a decline in volume, 
VTR prices in both the US and Japan- 
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Semiconductor plant: fallen on hard times. 


ese markets have weakened signific- 
antly. Koji Hase, a manager in Toshi- 
ba's consumer-products division, es- 
timates that the appearance of South 





Korean suppliers in the US market early” 


in 1985 may have dragged down the 
overall price structure by 10%, forcing 
Japanese companies to sell at close to 
break-even levels. In the Japanese mar- 
ket, South Korean exports are not a fac- 
tor — at least not yet — but a 35% mar- 
ket-penetration rate has forced retailers 
to discount VTRs to a point where sets 
which were once on offer at ¥ 100,000 or 
more can now sometimes be had for as 
little as 50,000. 

The loss of sales power which Japan- 
ese VTR makers have suffered in the 
US would have been a headache at any 
time for companies such as JVC (Victor 
Co. of Japan) or Matsushita, whose 
VTR divisions account for, respec- 
tively, 65% and 25% of total turnover. 
What makes the situation much more 
serious is the sudden, recent, strength- 
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ening of the yen against the dollar. 

Matsushita reckons it will face 
"theoretical" foreign-exchange losses of 
¥80 billion if the exchange rate aver- 
ages ¥210:US$1 throughout 1986. For 
the industry as a whole, exchange losses 
on consumer-durables exports could 
reach ¥200 billion in 1986, according to 
Keiichi Ando, an economist at 
Sumitomo Bank, while lost income in- 
curred by parts exports could total * 120 
billion. 

The obvious answer to yen apprecia- 
tion is to raise prices in the US and other 
markets where the yen is now a strong 
currency. But with the single exception 
of Sony, which has already announced 

lans to increase its US prices by 5-12% 
in the New Year, few companies seem 
willing or able to do much in this direc- 
tion. According to Toshiba's Hase there 
is little or no possibility of making price 
increases stick on products that have 
been on the market for 10 months or a 
year. 

Toshiba does have the option of of- 
fering new products at higher prices 
from January, but this still leaves the 
problem of what to do about the six or 
eight weeks' supply of goods which are 
either en route to the US or already 
stockpiled in the company's American 
warehouses waiting for shipment to re- 
tailers. 


he conclusion seems to be that the 

industry badly needs a new product 
to pull it out of the doldrums. In fact, 
1985 has seen the take-off of at least one 
exciting new consumer durable: sales of 
compact-disc (CD) audio players using 
the laser technology developed bv 
Philips and Sony are expected to jump 
to 2.3 million units in calendar 1985 
from 830,000 in 1984. 

In terms of both quantity and unit 
value, however, CDs hardly seem qual- 
ified to take over from VTRs as the 
main driving force behind the con- 
sumer-electronics industry. The market 
of fewer than 1 million CD sets com- 
pares with probable sales of around 25 
million s in 1985 and, whereas CD 
players can now be bought in Tokyo for 
as little as Y50,000, most VTRs still cost 
more than ¥ 100,000. 

Despite the problems facing them. 
Japanese electronics companies have a 
long way to go before matching the 
plight of some of their US competitors. 
The profit setbacks, ranging from 9- 
36%, that the major manufacturers re- 
ported in October for the six months 
ended 30 September, contrast with set- 
backs of 80-90% (from year-ago levels) 
in the recent quarterly earnings of com- 
panies such as Texas Instruments, Intel 
and Motorola, giants of the American 
IC industry. Keeping eggs in more than 
one basket has proved to be a good stra- 
tegy for the Japanese industry during 
1985 as in previous recession periods. 
But for the time being the industry faces 
a very definite shortage of eggs. ü 
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A harvest 
of blame 3 


Indonesians argue over the 
problem of excess rice 




































By Paul Handley in Jakarta " 
Fo the first time in 12 years, Indon * 

sian rice farmers will not get an ae 
nual rise in the crop's floor price; use 
since 1968 by the government o 
stabilise farm incomes and promote rice 
production. President Suharto mad 
the compromise decision in eariy 
November under rising pressure to drop 
the production-oriented policies which 
have characterised most of his tenure 
and move towards allowing the market 
to influence farmers’ planting decisions! 
(Prices for soyabeans, corn, pesticides 
and fertiliser were also held to levels set 
last November. ) | 

The decision appeared to accept, for 
the first time. recent suggestions 
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past policies will not be enough to 
handle the country's new rice self-suffi- 
ciency. This year’s crop (the seeone 
surplus one in a row) will add to state 
silos a surplus of 500,000 tonnes (bought 
at prices above those on world mar 
kets), that will be difficult to dispose of] 
since its quality is too low for — 
(REVIEW, 7 Nov.). With no demand fo 
its stocks, Bulog, the national food- 
logistics agency, faces a financial crisis 
That means Bulog could face bank- i 
ruptcy within two years, according to. 
agency chairman Bustanil Arifin. Tis) 
borrowings this year will reach Rps 199 
trillion (US$1.7 billion), all in sub- 
sidised 6-12% loans from state banks 9 
The agency is paving Rps 11 billion a 
month in interest payments, nearly Rips” 
7 billion alone on rice-procurement 
credits. No one expects Bulog to make ~ 
principal payments, but Arifin says t 
possibility exists that interest payments — 
will not be met either. soon. | 
Bulog is responsible for maintaining 
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mainly rice, soyabeans and sugar, buy- 
ing at;state-set floor prices and selling 
strategically to hold down consumer 
prices. This business has been very luc- 
- gative in the past and Bulog still profits 
_ enormously importing —— priced 
— 40%: below the domestic cost. It 
~ monopolises soyabean, rice, corn, sugar 
—and wheat imports and controls their 
| distribution — though it has lost some of 
- its income from imports other than rice 
1 over the past few years. 

| + Most estimates say the government 
| needson hand about 2.5 million tonnes, 
| for market operations and iron stocks 
- for food security. Bulog cannot turn 
| that over, and it has another 1 million 
| tonnes in addition. The cost of keeping 





i 
i ‘Stocks, say experts, rises exponentially 
| 


| as damage and spoilage costs accelerate 
- with expanded size. To store 1.5 million 
- tonnes may cost less than US$40-50 mil- 
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By Colin James in Wellington 


"B lp to a dozen new banks could be 
- We trading in New Zealand as a result 
| of deregulation proposed for next year 
| by Minister of Finance Roger Douglas. 
| Among them, about half a dozen are 
| overseas companies already with 
|. toeholds in the local merchant-banking 
market. 
|. The deregulation is the culmination 
of the rapid freeing-up of money- and 
- forc grunge markets by Douglas. 
It will make New Zealand one of the 
freest banking environments in the 
"world and is aimed at securing the coun- 
"try a place in the international banking 
community — possibly status as an 
| offshore-banking centre. With its geo- 
} graphical position close to the Interna- 
| tional Date Line, New Zealand is well 
| placed to fill most of the trading time 
| a gap between North American and East 
_ Asian markets. 
- The new move involves a change to 
— the Reserve Bank Act under which the 
pour existing trading banks, as they are 
- legally known — British-owned Na- 
- tional Bank of New Zealand, Austra- 
ian-owned Westpac and ANZ Banking 
and state-owned Bank of New 
d (BNZ) — operate. 


Á 





| Zealan 
| _ Parliamentary legislation, which is 
| not lightly granted, is required at pre- 
A sent before any new bank can be set up. 
| The only “new” trading bank registered 
- was when Westpac was formed out of 
| the Bank of New South Wales and the 
| Commercial Bank of Australia several 
| years ago. 
| , The new procedure will be qualita- 
| tive rather then quantitative. Banks will 
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lion a year, but 2.5 million tonnes may 
cost US$130-150 million. It has been es- 


timated that maintaining stocks at pre- 
sent sizes over the next five years could 
cost US$800 million. 
What is under discussion now is to 
p some of Bulog's rice on the budget. 
ut this is by no means certain to hap- 
pen, because of the predicted shrinking 
of the budget to be presented to parlia- 
ment in January and pressures from all 
sectors for more government support. 


T national food programme's main 
themes have been maximising rice 
production and farmer income. Reach- 
ing self-sufficiency in rice has cost the 
government heavily: besides subsidies 
on seeds, pesticides, and fertiliser, sub- 
sidised-loan programmes have left farm- 
ers deeply in debt to state banks. Mostly 
administered by the Ministry of Agri- 
culture (MoA), the programme did 


e Kiwi goes offshore 


Zealand aspires to financial internationalism 


have to meet five criteria to the satisfac- 
tion of the Reserve Bank (and, proba- 
bly the minister of finance, though this 
is not clear from statements so far): 

» An issued capital of NZ$30 million 
(US$17.4 million), of which at least 
NZ$15 million must be paid up. 

» Deposit and lending functions must 
be a "substantial" part of the institu- 
tion's business. 

> There must be a well-spread 
shareholding or firm internal controls to 
protect depositors from undue loan con- 
centration or connected lending. 

» There must be *demonsnibic exper- 
tise” in the conduct of banking and a 
“willingness and capacity to make a 
positive contribution to the develop- 
ment of the New Zealand financial sec- 
tor." 

» There must be evidence of the institu- 
tion’s good standing in the financial 
community. 

» It must be willing to cooperate with 
the Reserve Bank. 

There will be no limitations on how 
many institutions may apply, nor will 
there be a time limit (this is not a once- 
only chance, as in Australia, which re- 
cently licensed 16 banks). 

There will be no differentiation be- 
tween foreign and domestic institutions, 
nor between a branch of subsidiary 
structure in the case of foreign institu- 
tions. But the Reserve Bank will have to 
satisfy itself that New Zealand de- 
positors with foreign banks are 
adequately protected and may impose 
conditions to ensure this. 

There will be no restriction on the 
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raise arm incom s and farmers stayed — 
ahead of inflation until only recently. 


Economists have demanded reduc- 
tions in subsidies and reconsideration of 
the production-at-all-costs mentality, 
and they have argued that the farmer 
would be best served by letting market ' 
forces guide his decisions. The need for 
diversification into other crops has been 
neglected under the rice-production 
pic cwn this group argues. 

he rice surplus gives the issue some 
urgency. Another record crop next year 
could force Bulog towards bankruptcy 
and leave a lot of rice rotting. Farmers 
complain now that they do not receive 
the floor price, Rps 175 a kg, but instead 
often get only Rps 125. The result is that 
farmers’ real incomes have probably 
fallen in the past two years. 

The rice floor price was left at Rps 
175, because the only beneficiaries 
would be traders while Bulog and most 


range of banking activities — except in 
foreign-exchange dealing, now re- 
stricted to 17 institutions and one of the 
last vestiges of the formerly very tight 
controls on banks and other financial in- 
stitutions. 

Authorities are still nervous in the 
wake of a NZ$23 million loss by two 
dealers in Broadbank at mid-year as the 
New Zealand dollar rose. 


S: control as will remain will be 
"prudential supervision" by the Re- 
serve Bank. This will be by way of com- 
pulsory detailed, regular reports and 
statistics to allow the bank to monitor 
performance. The Reserve Bank will 
also consult with banks. The previous 
method of prudential control was 
through compulsory deposits with the 
Reserve Bank, abolished this year. 
Douglas, in announcing the move, 
said: “The key to risk containment is an 
environment which allows institution 
managers to implement sound deci- 














farmers, some 70% of whom are net rice 
consumers, would have to pay more for 
their rice purchases. A cut in the floor 
price, which some economists argue 
would raise the spending power of the 
net rice consumers, is politically impos- 
sible, Bulog and MoA officials agree. 


inister of Agriculture Achmad Af- 
fandi, the chief proponent of the 
production policy, says his main goal is 
still to increase farm income, which he 
insists is directly linked to higher pro- 
duction. “We need to increase [produc- 
tion] at a rate of 3% annually,” he said. 
It is this fixation on increasing rice 
production which irks those arguing for 
a market-based sector. More farmers 
would. plant lucrative soyabeans and 
other secondary crops if they were al- 
lowed and if the research support were 
in place. But production goals have 
them tied into rice. Affandi accepts the 
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sions, supported by a framework of pru- 
dential supervision. The risks under this 
new system are less than those in our 
previous highly regulated systems, 
which compelled managers to [adopt] 
courses of action against the interests of 
both the institution and its customers.” 

Douglas said that if apparently insur- 
mountable problems arose for an in- 
stitution, the aim would be “to encour- 
age its orderly exit from the banking sys- 
tem — by sale or merger, for example.” 
But the Reserve Bank will have the 
power of last-resort intervention in mat- 
ters Such as changing management, put- 
ting in a statutory manager, or re- 
capitalisation, to prevent a ripple effect 
on other institutions. 

The freeing-up had become near-in- 
evitable in the light of other deregulat- 
ory moves over the past 15 months, and 
with the rapid sophistication and diver- 
sification of financial institutions’ ac- 
tivities. For example, BNZ has recently 
moved into life assurance and New Zea- 
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Wellington: new maturity developing in financial 
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need for diversification, but not if it 
means lower rice productivity. 

In this sense, supporters of the mar- 
ket mechanism scored a small victory 
earlier this month, when a new crash 
programme to eliminate soyabean im- 
ports by end-1986 was announced. To 
eliminate some 400,000 tonnes of im- 
ports, soyabean production will be 
raised 44% , converting some 170,000 ha 
of marginal paddy and interspersing 
soyabean crops with rice elsewhere. 
The move should reduce rice produc- 
tion by some 300,000 tonnes, the MoA 
says. But even so, the MoA will be the 
one which decides which land will be 
converted — not the farmers. (And, this 
campaign, if successful, could rob Bulog 
of its last big capital source. ) 

The plan presents new difficulties, as 
the technical backup is not yet well-or- 
ganised. Soyabean types now favoured 
in Indonesia are not productive enough 
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attitudes. 





land Insurance has recently restruc- 
tured its finance company to move into 
wider banking-type activities. 


he only barriers to institutions not 

licensed as banks have been on the 
legal use of the name “bank,” currently 
restricted to the four licensees and to 
savings banks licensed under other 
legislation. The ability to issue cheques 
is another restricted area. Of the two, it 
is the latter that has been felt restrictive, 
especially in the New Zealand environ- 
ment where cheques are widely used. 
Broadbank, a finance company which 
succeeded in incorporating the word 
bank into its title despite the licensing 
system, has been exploring ways of issu- 
ing cheques through a bank. 

Simply being able to issue cheques 
will not answer all new banks’ hopes. 
Existing banks will still have a process- 
ing advantage through their coopera- 
tively owned, technologically advanced 
efficient and recently upgraded 


to be lucrative to the farmers who might 


be pushed into converting. Newly de- 1 


veloped high-yield varieties are in short 
supply, and not enough testing has been 
done to prove their utility in Indonesia. 
“Their research is all geared toward 
rice,” explains a foreign expert. 

As with rice, the goal seems to be 
self-sufficiency at any cost. Economists 


argue that Indonesia might be better- 


served to keep surplus production of | 


rice and soyabeans to a minimum and 


import in the case of a shortfall. This 1} 


| would strengthen domestic prices with- 
out heavy government subsidies and ar 


tificial floor prices, and the government 
would pay less for the marginal imports 
to cover shortfalls. Some Bulog officials 
favour this, especially since market-in- 
tervention operations are now costing 
them too much. But they fear any sug- 
gestion of continued imports would be 
politically unacceptable. o 





Databank electronic-clearing house. 
New banks could face enormous costs to 
set up their own system and the trading 
banks show no willingness to welcome 
them into the cartel, though they may 
negotiate agency agreements. a 
some institutions outside Databan 
have been working on developing clear- 
ing systems for electronic retail purchas- 
ing, known as EFTPOS (Electronic 
Funds Transfer at Point of Sale). 

And some institutions will still not 
benefit from deregulation of * 
banks. Trustee savings banks (regional 


non-profit banks) and building societies. 


(which lend mainly on housing) have 
their own legislation which spell out 
what they can and cannot do and impose 


restriction in return for government” 


guarantees or other protection which 
are now of less value than the chance to 


compete equally. Both acts are now” 


being re-examined. 

How many institutions will take the 
chance to be banks under the new legis- 
lation is unclear. Within New Zealand, 
NZI Securities (a branch of New Zea- 
land Insurance), Broadbank. fellow-fi- 


nance company Marac and merchant - 


banker Fay Richwhite have indicated 
interest. If NZI gets a licence, other in- 
surance companies might well follow, 
notably AMP, which has a banking li- 
cence in Australia, and National 
Mutual. 

Possible starters among overseas in- 
stitutions are Barclays, Citicorp, El- 
ders, Indosuez, Macquariebank, Na- 
tional Australia, National Westminster 
and Wardley — all operative in some 
form or other in New Zealand now. 

Once, their entry into the New Zea- 
land market would have raised fears of 
foreign domination and manipulation. 
That it has provoked no such outery 
now indicates the maturity that is de- 
veloping in New Zealanders’ attitudes 
towards financial dealings and inter- 
nationalisation of their economy. oO 
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3y Hamish McDonald in Sydney 
© ix months after the Australian dol- 
Ww lar declined sharply against curren- 
cies of major trading partners, financial 
markets are getting increasingly anxious 
for signs of lower import levels. 
_ Scares have caused sharp plunges in 
both share prices and the dollar's value 
this month. On | November, the key 
stockmarket indicator, the Australian 
All-Ordinaries Index suffered its 
Wgeest single-day loss in nearly five 
years after United Arab Emirates Oil 
Minister Mana Said Al-Oteiba claimed 
jec countries were free to set their 
wn oil prices. On 6 November, the 
loca unit sunk to a record low of 59.3 
against the Reserve Bank of Australia's 
rade-weighted index (TWI) from the 
64-point level of previous weeks, and to 
65.5 US cents from the previous 70 US- 
cent level. 
— The sharemarket scare ended when 
international oil dealers 
iscounted Oteiba’s re- 
marks. Prices regained 
nuch of their lost 
ground, fuelled by con- 
inuing forecasts of 4.5% 
real growth in gross 
lor estic product in the 
year to June 1986 and a 
high level of takeover ac- 
tivity. The dollar also ral- 
ied, though only to a 
value of around 6l 
igainst the TWI and 67.4 
JA» cents. 
— Both events were signs 
Jf a renewed uneasiness 
about Australia's exter- 
nal-accounts position. To stockmarket 
investors, a collapse of oil prices rates as 
a disaster scenario for an energy-export- 
ing country, and for the local oi! and na- 
iral-gas producers receiving import- 
parity prices under government policy. 
'oreign-exchange markets are con- 
'erned about a more insidious threat of 
competitive gains being eroded by 
domestic inflation. 
Government and business have built 
1 lot of their plans on the floating dollar 
having been set on its remedial task (to 
—wind back the current-account deficit 
| from its A$10.1 billion, or 4.9% of 
| GDP, in 1984-85) with its 20% fall 
| against the TWI over February-March 

this year. 
—— Prime Minister Bob Hawke and 
| Treasurer Paul Keating negotiated a 
‘difficult agreement with trades-unions 
to discount a limited amount of the in- 
flationary impact of the currency depre- 
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ciation from six-monthly adjustment of 
wages in line with price movements. 
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Hung up on the J-curve 


The Australian dollar gets the economic jitters 
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Corporate treasurers began writing off 
exchange losses on foreign borrowings 
on their 30 June balance date, hoping 
that was the end of it. 

Neither Keating nor his officials pre- 
dicted an immediate turnaround in Aus- 
tralia’s balance of payments. Instead 
they forecast a "J-curve" effect whereby 
the  balance-of-payments — graph-line 
would get worse before it gets better: 
import payments would jump before 
domestic production shifted to exports 
or import substitution. 

This has proved to be the case. The 
current-account deficit in the first four 
months of 1985-86 widened by 26% 
against the position a year earlier to 
A$4.986 billion. The October balance- 
of-payments figures have been particu- 
larly bad, adding to fears that the full 
1985-86 deficit will blow out beyond the 
A$10.7 billion (equivalent to 4.6% of 
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GDP) forecast by the Treasury in the 
August budget papers. 


Domestic indicators, meanwhile, 
show an economy growing faster than 
conservative economists would like. 
The annual inflation rate rose to 7.6% 
by the end of the quarter (from the 6% 
earlier this year) while the unemploy- 
ment rate fell to 7.8% in October — the 
first time it was below 8*5 in three years 
— and labour shortages were reported 
in some skilled categories. 


T he picture that emerges is of growing 
private consumption continuing to 
keep import levels high. Existing ex- 
porters with prices set in foreign curren- 
cies have been receiving net gains from 
the dollar depreciation, after allowing 
for increased repayments of foreign 
debt. But little import substitution 
seems to be occurring, industry spokes- 
men say. 

Australia now makes a far narrower 
range of industrial goods than it did à 
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Chamber of Manufacturers. Recession 
and rationalisation in the face of import 
competition had closed dozens of small 
engineering firms that provided inputs 
for major industries. “In many instances 
we have lost our ability to provide local 
substitutes." 
The decision to re-enter production 
is not made any easier by the high in- 
terest-rate regime now in force, a corol- 
lary of the government's decision not to 
confront the trades unions with a de- 
mand for immediate discounting of 
wages for exchange rate-induced infla- 
tion. Deferring such discounting until 
next May — as Hawke and the unions 
have agreed to do — has put the burden 
of dampening inflation on monetary 
policy. Even before the latest dollar 
crisis, interest rates were uncomfor- 
tably high, with the 10-year Common- 
wealth Government Bond rate above 
13.5%. 
The outlook for traditional exports 
has also grown more clouded in recent 
months, with falls in prices offsetting 
some of the new-found currency gains. 
Prices fetched for agricultural exports 
have slipped with the trade war between 
the US and the EEC: the 
Australian Wheat Board 
said it was currenty get- 
ting about, USSISÓ a 
tonne compared with the 
US$148 received in Feb- 
ruary. 
Metals prices have 
slipped from mid-year 
peaks, and in prelimi- 
nary negotiations for the 
1986 contract year Ja- 
nese steel mills have 
orecast demand for coal 
and iron ore would be 
about 5% lower than in 

current contracts. Aus- 
™s tralian suppliers are hop- 
ing for no better than steady US dollar 
prices, but may be lucky to receive even 
that in the light of strong competition 
from rival suppliers in the US, Canada, 
Brazil and India. 

Faced with calls to bite the bullet 
and seek an earlier cut in real wages, 
Hawke and Keating have argued for 
more time to let existing policies work. 
As the dollar fell, Keating was in New 
York and London explaining his poli- 
cies to financiers. At home, Hawke! 
bluntly warned Australians they would: 
have to live with high interest rates for 
some time yet, 

On present indications, it could be 
well into 1986 before any convincing 
turnaround occurs in the external ac- 
count — though both the government 
and financial markets will be anxiously 
watching monthly figures. Meanwhile, 
Hawke and Keating are obviously hop- 
ing the markets do not force the issue by 
decr downward pressure on the dol- 
ar. 


<- 1 * e K: , 
EP UE LOT LE SY TE pti 
A A : ambe da P a det al "A ee INI 1j JV E LI n J 


i IM 
F 


Exceptional service in private bankin 


Personal financial services 
by American Express Bank. 
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you should consider our private 
banking service. Exceptional in 
For over 65 years, American 
Express Bank has meant exceptional 









many ways, it combines the global 
experience, resources and security 


of American Express Bank with 1 service in meeting the financial needs 
personal financial service that is the utmost discretion. He can pro- of clients around the world. 
second to none. pose a variety of ways to profit from Today, these services also include 

As a valued client, you benefit growth situations throughout the American Express Bank Gold Card 
from a broad spectrum of banking ser- world, always with due concern for privileges, and our exclusive, round- 
vices, tailored to your specific needs. the protection of your assets. the-clock Premier Services,“ for the 
These include accounts in major Our private banking clients personal and business travel needs of 
currencies, asset management, long- enjoy still another key advantage: certain clients. 
and short-term investments, trust and access to the worldwide investment American Express Bank : the finest 
custody services. All are provided with - opportunities available through the in personal financial service, by one of 


American Express family the world's largest banking networks. 
, of companies, offering For complete information on how 


American Express Bank's traditional 
commitment to excellence. 








Your personal Account Officer you many additional American Express Bank can help you 
will make certain that your affairs are ways to protect and reach your personal goals, visit or 
handled swiftly, accurately and with increase your assets. telephone us today. 


World beadquarters of American Express 
Bank Ltd. will soon move to its new home in 
the 51-story American Express Tower, now 
nearing completion in New York City. 


American Express Bank 


American Express Bank Ltd. 
An American Express company 
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engines, promises indeed do count. 
Airlines have universally —— | 
ered they can count on the promises that. 
go with a General Electric p power plant. 
Our current CF6- 50 enn. for 


B a registereo trademark of General Electric Company 
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.. $35,000 ft., 0.8 mach 


CF6-80C2 
First Engine 
to Test 


(965) 
Installed Net Thrust 


GE delivers on another promise. Certification testing on the A300-600 
verifies a 13.6% improvement in fuel efficiency, exactly as promised. 
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example, has met every single promise 
ever made, or beaten it. And that 
includes thrust, fuel consumption, 
maintenance cost, reliability. 

Our newest CF6-80C2 engine, 
recently certified on the A300-600, 
had a promised thrust of 59,000 
pounds. On its very first test, it hit 
62,600 pounds. Its promised fuel 





efficiency was a 13.6% improvement 
over the initial flight test performance 
of the CF6-50C. The actual number 
proved out at 13.6%. 

We believe this kind of perform- 
ance is the inevitable result of an 
attitude: Promises should not be just a 
matter of good intentions. Promises are 
meant to be commitments. 
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Artistry 


A well-known writer once remar! 
beautiful rests on the foundat 
necessary. | 

We couldn't agree more. Ju 
believe that necessity is indeed th 
of invention. 

The Nissan 300ZX is a! 
how we put what we believe int 
[ts not just beautiful, it’s 
d purpose. 

The graceful 


for aesthetics—th 
also for ae! 
From the downv 


of the nose. The 


The Nissan 3002X the windshield. The smoothness of t 


achieves one of thi 


Everything has been meticulous! 
out to minimize air turbulence a! 
airflow to your advantage. 

So whether you’re weaving 


of traffic or cruising on the motorv 


ride, not struggle with the wind 
been proven that the more aerodyi 
efficient your car is, the better th: 
ance and fuel economy. 

In short, there's more to thi 
the Nissan 300ZX than meets th: 
a work of art with a practical valu 
marriage of form and functio: 

And it succeeds because 
intangible yet very real qualit 


a Nissan what it is— The Nissan Dii 


Quality in motion 


gant body lines of tl 
300ZX aren't the 





nacentralized telecommunications network, rural 

areas could mean problems. 

Because the small rural exchanges are normally 
dependent on the metropolitan centers. All trans- 
mission paths run to and from outlying areas to the 
central exchange. If one of these paths is cut off. the 
rural communications system breaks down. Vulner- 
ability is thus built into the system. 

Centralized systems also suffer from high capital 
costs. Because delivered capacity is usually greater 
than actual needs. 

The Nokia Telecommunications concept is com- 
pletely different. 


Our systems are decentralized, so that even a small 
rural exchange operates independently. It continues 
to function even if it's completely cut off from the 
metropolitan exchange. Maximum reliability is built 
into every Nokia system. 

State-of-the-art digital technology makes Nokia 
rural networks extremely cost-effective. And you 
don't need a special operating environment. A Nokia 
DX 200 digital exchange can be installed in a con- 
tainer! 

What's more, our systems are highly compatible. 
There's no need to remove your existing equipment. 

Nokia networks are built for controlled growth. 


We will get you 





Start with the system you need today, and e xpand it 1960s, and in 1982 we installed the first fully digital 
as conditions c lange. The system grows to fit vour local exchange in Europe. 

needs—not vice versa. Our customers have specific problems that 
demand specific solutions. Like the systems we've 


WHO IS NOKIA? 


Were a Fortune 500 company and one of the leading countries, including Hong Kong. Singapore, Indonesia 


designed over the past two decades m more than J) 


industrial groups in Scandinavia. Nokia employs and the People's Republic of China. 


30.000 people worldwide and has an annual turn- So if telecommunications is one ol your top 
over of USD 1.7 billion. priorities, 
Our state-of-the-art expertise ranges from infor- 


mation systems and dedicated ne “works to public Ni C KIA 


vive us a call. We've got the answer. 
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and mobile tele ‘phone systems. 
We pionee red digit: al transmission in the late 





Each touch, each smile, tenderly 
expressing our way of life. It's 
something you will fast appreciate 
aboard tbe wide-bodied jets of 
Korean Air, as you travel to 29 of 
tbe world's major destinations. 
pae] BIS EG" 


Jenderty Korean 
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We're honored to serve you around the world. 
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ON RESPONSE 


“Response is dictated by time. Time is dictated by lines of communication. When you shorten the 
lines of communication, it follows that response times become more immediate. 

We maintain offices in strategic positions throughout Australasia and South East Asia and 
conduct clients’ business in those locales which will give the best price, most accurate 

market information and serve a client's needs most effectively. 

Our international network is linked by state-of-the-art technology to ensure 

lines of communication are short and response times immediate." 


Marac Merchant Banking Group wish to respond to you and your company. 
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TRY A LITTLE HELP FROM A FRIEND 


t Epson, we think a good personal computer is one And while others may offer you sophisticated 
that you can turn to even in the most unlikely features and capabilities, we offer these same features 
Situations. And you should be able to consult it not in computers that you can take anywhere. 
just for big, important decisions, but for something as In other words, Epson products are designed to be 
playful as a fun game of chess Dig on features but small in size. Which is why you'll 
The difference is that we T find just the right combination of performance, easy 


never lose sight of what IS 
essential and what is not. Sure, 
we re as technologically 
competitive as everybody else. 
But we don't stop there 

Others may try to impress you with fancy 
frills. We strive for simplicity instead, and 
concentrate on creating products that 
respond and relate to you in a direct 
and dependable way 


operation and cost efficiency in every personal 
computer, printer or any other product from Epson. 
Checkmate? Try a little help from your Epson. 
It may be all you need to win 


EPSON 





SEIKO EPSON CORPORATION Head Office: 3 : wa 3-chome. Suwa-shi, Nagano. Japan Tel 86) 52-3131 Telex 3362-435 EPSON ELECTRONICS (SINGAPORE) PTE., —* No. 1 Maritime Square 
#02-19, World Trade Centre k Blangah Rd gapore 0409 Tel: 2786071 Telex: 39536 EPSON ELECTRONICS TRADING LTO.: 30/F, Far East Finance Centre, Harcourt Ro oad Central, Hong Kong 
Tel: 5-282555 Telex 6554; EPSON ELECTRONICS TRADING LTD. (TAIWAN BRANCH) ' K Wealthy Bidg., 206 Nanking E. Road, Sec. 2, Taipei. Taiwan R.O.C Te (02) 536-4 43 39 1-6248/9 Telex 24444 








At a time like this when two major pieces of research, 
namely Asian Businessman Readership Survey and 
Asian Profiles IV, have been released into the market 


place, it’s a good idea to sit back and reflect on just what 


a publishing and advertising are really all about. 


With just about everyone in media racing around claim- 
. ing that “my numbers are better than his or her num- 
bers” and “our percentages are better than their per- 
centages" etc., it just might make some sense to get 
back to basics. 


And perhaps the most basic thing in publishing is 
that advertisers of quality products and services do 
mot buy numbers. They buy audiences, composed of 
people of quality, who are dedicated in a variety of 
ways and for various reasons to one publication or 
another. 


When we at the Review talk about our most important 
numbers, you can bet we're referring to the size and 
collective experience of our editorial staff. The people 
who, week after week, produce Asia's most highly re- 
garded and respected publication. 


. .. With 46 editors and reporters and 11 specialist corres- 
| pondents, and scores of contributors, representing the 
. largest, most highly qualified editorial staff of any 


> publication in Asia, it’s little wonder that when it 


comes to providing the best coverage of the region even 
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our fiercest competitors recognise the Review as the 
unchallenged leader. 


Another extremely important number we're very. 
proud of is our over 80 percent subscriber renewal per- 
centage which we believe to be the highest in the re- 
gion. Extremely important because it reflects so clearly 
the loyalty and dedication of our readers, the over- 
whelming majority of whom come from the very top 
rung of Asia's socio-economic ladder. 


So when advertisers buy space in the Review they do so 
knowing that they get something far beyond costs-per- 
thousand efficiency or mere numbers for numbers’ sake. 


They get editorial excellence of the highest order. They 

get consistency of readership by an audience of people, 

the total quality of which other publications in this mar- 

ket can only dream about! People who run the com- 

panies and countries of Asia. 

If you are an advertiser of quality products or services 


we'll happily deliver all the numbers you ask for. And 
when the numbers crunching is over and done with 


we'll give you something much more. A truly unique —— 


editorial environment to advertise in; created week - 
after week by the best and largest editorial team in 
Asia. 

They are now and always will be our most important 
numbers , 
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Nothing is quite as good as good taste. 
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Joint-stock communism 


China experiments with capitalist instruments 


By Robert Delfs in Hongkong 


ne of the more extraordinary fea- 

tures of the current phase of 
China's economic reforms is that enter- 
prises are turning to various forms of 
"share" issue as a source of finance. 
Thirteen Shanghai firms have issued a 
total of US$6.25 million-worth of shares 
over the past two years, and a new firm 
is being established that will act as an 
agent for people who wish to buy and 
sell shares, according to a recent report. 
The most important application of 
equity-share financing. however, is in 
collective enterprises, primarily rural- 
based enterprises. 

Most so-called share issues to date 
have in fact been non-negotiable deben- 
tures (fixed-interest securities), though 
in some cases such instruments may be 
transferred with the approval of the is- 
suing enterprise and bank au- 
thorities. Thus the element of risk- 
taking is absent, nor is the rate of re- 
turn contingent upon the perform- 
ance of the enterprise, though some 
shares pay dividends in addition to 
interest. The primary attraction of 
enterprise shares has been a high 
guaranteed return compared to the 
relatively low interest rates on sav- 
ings deposits at China's retail banks. 

Public fund-raising through such 
methods in 1984 totalled Rmb 20 
billion (US$6.25 million), equiva- 
lent to 27% of the total capital-con- 
struction investment by state- 
owned units, according to an article 
in the Economic Information cited 
by China Daily on 22 October. 
More than 80% of these funds were 
devoted to capital-construction in- 
vestment, and were the "main sup- 
port" behind the 45% rise in the 
output value of collectively owned 
factories in the first half of 1985, the 
article said. 

These factories, primarily rural 
enterprises, are out-performing 
state-sector enterprises. The aver- 
age increase in output value of township 
industries in China increased at an aver- 
age annual rate of 17.9% in 1979-84, 
versus an average 9.2% for industrial 
enterprises as a whole. Rural enter- 
prises’ share of total industrial produc- 
tion rose to 13.6% in 1984, and in some 
highly developed areas, such as Jiangsu 
and Zhejiang provinces, rural enter- 
prises account for 40-50% of industrial 
output. 

The rapid expansion of rural indus- 
try has been an important factor in the 
"excessive" economic-growth rate in 
1984-85. These enterprises are difficult 
for the government to control, because 
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Rural sawmill: difficult to control. 


they operate outside the state planning | 
and distribution system and because | 
they can raise funds locally through | 


share issues and cross-investment from 
associated enterprises. (REVIEW, 1] 
July and 18 July). 

In most cases, share issues are re- 
stricted to staff and workers, other as- 
sociated enterprises within the township 
or village and the township or village 
government itself. The primary financ- 
ing for many new rural enterprises has 
been obtained by requiring each pros- 
pective worker to purchase one or more 
shares, with matching funds supplied by 
the village or township, which retains a 
controlling ownership. 

Rural enterprises which originally 
were wholly owned by collective units 
— the township (ex-cómmune), village 





(ex—production brigade) or rural group 
(ex-production team) — have been con- 
verted to rural share companies in some 
areas. This has occurred in several 
counties in Shaanxi province in the past 
two years, according to a report in the 
journal Jingji Guanli (Economic Man- 
agement) on 5 May. 


|? Mian and Changan counties, a 
complete audit of the property of 
former brigades, production teams and 
their associated enterprises was con- 
ducted in 1983. The net assets of the en- 
terprises were converted into shares, of 
which 40-60% were issued to peasant 


households and the rest to the townshi 
economic committee. The share certifi- 
cates, with a face value of Rmb 10 or 
Rmb 100, cannot be sold, transferred or 
mortgaged; though they may be re- 
deemed in instalments, the report said. 
(There are fewer restrictions on addi- 
tional shares subscribed by house- 
holds.) These enterprises are governed 
by a board of directors elected by share- 
holders. 

“Dividends” representing 20-30% of 
the net profits of the enterprise are paid 
on shares, allowing the enterprise to re- 
tain substantial funds for reinvestment 
or investment in other enterprises. The 
workforce at the Advance Electric 
Appliance Factory in Changan county 
has dropped from 57 persons to 37 since 
the reorganisation as a joint-stock com- 
pany, but its profits increased from 
Rmb 50,000 in 1982 to Rmb 143,000 in 
1983, of which Rmb 36,000 was issued 
to shareholders in the form of di- 
vidends. The average dividend payment 
to a household was Rmb 193 and the 
highest more than Rmb 300. 

Shares have also been used to or- 
ganise new enterprises hived off from 
existing enterprises, and domestic 
joint ventures, including coopera- 
tive ventures among state-owned 
enterprises, Investment in other 
enterprises (which may be accom- 
panied by technological or staff as- 
sistance) in return for a share of fu- 
ture profits and loans whose repay- 
ment terms include a share of fu- 
ture profits are also known to exist, 
though they may be regarded as ir- 
regular or even illegal. 

Joint-stock companies are the 
common form for joint enterprises 
among state-owned enterprises of 
different regions or departmental 
jurisdictions, such as the Huzhou 
Paper Pulp Factory, which is a joint 
venture of the Shanghai paper fac- 
tories and Wuxing county in 
Zhejiang province. Shares were 
also issued to original proprietors 
of private firms converted to state 
ownership in the 1950s and in 
some cases these interests have sur- 
vived. 

The largest share issue vet an- 
nounced will be used to raise 
US$385 million for construction of 
a 830-km railway from Jining in Inner 
Mongolia to Tongliao in Jilin province. 
Details of the issue, which was reported 
by China's Xinhua newsagency in May, 
are unknown. The Yanzhong Industrial 
Co. of Shanghai, which is mainly en- 
gaged in photocopying and printing ser- 
vices, issifed 100,000 shares at Rmb 50 
each in early 1985, an issue that report- 
edly sold out within 24 hours. The first 
known public-stock issue (not restricted 
to staff, workers and enterprises) was 
thé Foshan Trust and [Investment 
Corp. in Guangong near Canton, which 
issued US$36 million-worth of shares in 
1984. oO 
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"'" he issue of negotiable shares is now 

the subject of sharp debate in the 
Chinese press and economic journals. 
Since the reforms began in 1979, total 
urban and rural savings deposits have 
grown by an astounding average of 2376 
a year, reaching Rmb 115 billion 
(US$36 billion) in 1984, and enterprise 
deposits now exceed Rmb 100 billion. 
But recycling domestic savings into in- 
vestment via the banking system has 
proved to be difficult, 

The proponents of “diversified eco- 
nomic forms” (as alternatives to state 
and collective ownership are broadly 
termed) argue that public fund-raising Is 


= needed to raise and channel funds out- 


side the overburdened state banking 
and finance systems. Equity financing 
avoids overburdening enterprises with 
debt and can resolve the sometimes con- 
flicting interests of the state, the enter- 
prise and its workers. 

The theoretical basis for this position 


} was broadened in the October 1984 cen- 
T. tral committee Decision on urban eco- 


nomic reform which stated that: “As 
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sbate on enterprise financing has a capitalist ring to it 
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Marxist theory and the practice of so- 
cialism have shown, ownership [of the 
means of production] can be duly sepa- 
rated from the power of operation.” 
The proposal for the Seventh Five- Year 
Plan adopted on 23 September also pro- 
vides that it should be made “a principle 
that anyone who invests in or manages 
an enterprise will receive the benefit of 


The pattern of “two forms of socialist 
ownership [state and collective] has in 
fact already been broken," wrote 
economist Dong Fureng of the Chinese 
Academy of Social Sciences in Jingji 
Yanjiu ( Economic Research) in April, 
"and there are now many forms of 
socialist ownership that we cannot yet 
give names to." 

Thisseparation of ownership from ope- 
ration and operational control from de- 
cision-making power “conforms with the 
development of a joint-stock economy," 
argued Gao Shangquan, vice-minister of 
the State Commission for Restructuring 
the Economic System in the Peking 
Guangming Daily on 28 September. 











A very hostile bid 


Foreign attempts to acquire Minebea backfire badly 


By Bruce Roscoe in Tokyo 
hat has been widely reported as an 
attempt by two foreign companies 
to launch à takeover bid for Minebea 
Co., a Japanese maker of precision 
miniature ball bearings. has fizzled out 
like a damp squib, There have been alle- 
gations that the proposed takeover was 
a disguised move to take profits on un- 
wanted equity-related debt instruments 
issued by Minebea on the Euromarket. 
The effort backfired, with neither Ja- 
anese securities companies, nor Tokyo 
ranch offices of foreign securities firms 
and merchant banks. wishing to play 
any part in stock-acquisition moves by 
the foreign groups involved in the deba- 
cle — Glen International Financial Ser- 
vices Co. of Britain and Trafalgar Hold- 
ings of the US. 
These two were involved in à com- 


. plex series of manoeuvres betweeen 


August and November, aimed ostensi- 
bly at taking over Minebea. The moves 
incurred à hostile reaction. from 
Minebea and the Japanese financial es- 
tablishment and culminated in threats 
of legal action. The incident is viewed 
by the foreign financial establishment in 
Tokvo, and some Japanese institutions, 
as a missed opportunity to introduce the 
concept of (properly conducted) corpo- 
rate takeovers. 

Both Glen International and Trafal- 
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gar were unknown and lacked credibil- 
ity in the eyes of Japan’s leading securi- 
ties companies. And information on the 
“takeover” distributed to Japanese fi- 
nancial newspapers on behalf of Glen 
International proved to be counter-pro- 
ductive psychologically. 

One such item concerned the chair- 
man of Glen Interntional, Terry 
Ramsden. It referred to “Japan still 
reeling from its first ever takeover bid 
by a foreign conglomerate” and said: 
“Terry Ramsden's interest in Japan is 
no flash in the pan. As a young dealer on 
the London Stock Exchange he iden- 
tified the Tokvo market as being ideal 
for future expansion and, to use an 
idiom which has since become a per- 


| sonal and commercial philosophy, “put 


| his money where his mouth was’. 


The release added: “Japan cannot 
act in isolation. If they want to join the 
big boys then they've got to play big- 
league rules. Japan has a fight on its 
hands." Such comments struck.Japan's 
financial press as offensive. Ramsden 
has yet to “put his money where his 
mouth is" in the case of Minebea. The 
format of the formal takeover proposal 
presented to Minebea's board raised 
questions over whether Glen or Trafal- 
gar had sufficient cash to do this. 

The leveraged buy-out proposed by 


| Critics o. 
— [8 a do Md 5. 
that it will r 


pur > lundad-rat ing charge - 
ike it more difficult for the 
state to control investment., “The 
superiority of the socialist system over 
capitalism is manifested in its planned 
production,” argued Ding Bangshi in 
the Peking Jingji Ribao (Economic 
Daily) on 19 September. “Issuing shares 
will inevitably disperse financial re- 
sources.” 






f investments are allowed to be 

regulated spontaneously by market 
forces and determined by profitability, 
"production will be thrown into anar- 
chv," wrote Tao Zengji, also in thé Eco- 
nomic Daily, on 19 October. He cites 
conservative party elder Chen Yun's 
handling. of the economy during the 
First Five-Year Plan (1953-57). “The 
scale of investment determined on the 
basis of the overall balance should be in- 
cluded in the state economic plans 
which should be followed by all quar- 
ters, and all investments should be 
made through state finances. ~ 

The reformists argue that it is pre- 
cisely the rigidity, lack of incentives 
and fragmentation of the economy 
into bureaucratic and regional autarkies 
due to 1950s-style centralised planning 
that has led to blind and duplicate 








the Glen/Trafalgar partnership involves 
the incorporation of an acquisition com- 
pany in the US which would offer 
Minebea shareholders its own cash 
(US$240 million) and debt securities 
(a US$300 million zero-coupon bond 
and a convertible bond). The acquisi- 
tion company then would merge with 
Minebea to use Minebea's cash and as- 
sets to service the new debt securities. 
Minebea's board has rejected this pro- 
posal. 


' n order to proceed with a formal take- 
over bid, the Glen/Trafalgar camp 
must now appoint a securities company 
to act on its behalf and notify the Minis- 
try of Finance (MoF) of the terms it is 
offering Minebea shareholders and how 
it plans to effect the takeover transac- 
tion. And within 10 days of that notifica- 












cao Wenli 





"sity of China. Cao proposes that even 
"large and medium-sized state-owned 
enterprises should be converted to 
“joint-stock companies. 
“Separating the ownership and opera- 
tional control of enterprises fails to 
solve the problems, Cao argues, be- 
cause "the state still exercises far too 
“rigid control over planning, pricing, 
credit, taxes and trade.” But greater en- 
terprise autonomy without structural 
| management reform also fails. Since no 
Onein the enterprise represents the in- 
. | Of the state, “the leaders side 
"the workers, mainly seeking and 
parantceing immediate and partial in- 
| ter ` Cao argued in Jingji Yanjiu on 
ad August. — 
Under the present system of state 
‘Ownership, “tightening” control simply 
has the effect of fostering bureaucratism 


















‘there is ‘loosening,’ the collective in- 
terests become more important. and 
macroeconomic control is easily lost.” 
Neither is leasing state enterprises to 
collectives or individuals a viable op- 

“the operator will seek to 
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| tion the parties must publish similar de- 
| tails in more than two Japanese national 
dailies and deposit all the required cash 
with a bank in Japan. 
^ The scenario most likely to occur in 
the event that Glen/Trafalgar go ahead 
with the takeover procedure is stalling 
By the MoF, which can intervene on 
grounds that Minebea's defence-supply 
contracts make the company vital to na- 
tional security; a fall in Minebea's share 
price; Glen/Trafalgar left holding con- 
vertible warrants and bonds that no in- 
vestors wish to touch. 

; But no Japanese or foreign securities 
 cómpanies in Tokvo expect Glen/ 
Trafalgar to proceed. Merrill Lynch has 

assigned two executives to advise 
Minebea on defensive measures and 
gren the choice, foreign financial com- 
panies in Tokyo say they would support 
 Minebea in fending off a takeover of the 
type proposed. 

Moreover, foreign merchant and in- 
vestment bankers do not want Japanese 
companies to stop raising finance 
through equity warrants and converti- 
blé bonds for fear the issues will end up 
in secondary markets and then in the 
hands of acquisition-happy foreigners, 
because there is a good and growing 
business i in helping place such issues 

~The Glen/Trafalgar affair has raised 
important questions. Both companies 
do have an investment to protect. They 
reckon they have spent around US$125 
million in acquiring 17 million common 
shares, warrants equalling 40 million 
< shares and convertible bonds for 1 mil- 
n shares. They claim to be Minebea's 
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long-term development.” 
The solution, according to Cao, is to 


convert state-owned enterprises into 
stock companies. “Recent industrial 


development has shown that a stock 
companv is the most efficient form of 
organising large enterprises. It allows 
investment risks to be spread, so that 
each shareholder [has] limited risk.” 


he state would retain a controlling 

interest in. key. enterprises, which 
could be 10% or even less. The share 
system would “organically link the in- 
terests of the state, the enterprise and 
the individual . . . if one loses, all lose 
m i one prospers. all prosper. 

Cao presents the first economic de- 
fence of speculation seen in a Chinese 
publication. Speculators objectively 
play two positive roles, he argues. Be- 
cause the quantities of stocks purchased 
by speculators is quite large, to a great 
degree they take on the risks of the is- 
suer of the security. Because specula- 
tors buy when prices are low and sell 
when prices are high, "[their activity] 
regulates the supply and demand for 
securities and stabilises the market.” 

Movement towards open markets in 
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measure, € ao suggests that 
terprises might issue conve tibl e: 
tures and preferentia i shares." 
“There have to be pe 
shares and there must be p 
shares are to be sold." but the 
stock exchange is a secondar 
"Phe crux of the formation ai 
lopment of a stockmarket He 
form by which enterprises are of 
. and the circulation of a c 
amount of securities in the marl 
Cao adds: "The ownership. 
means of production will be in th 
of the shareholders, while a boc 
rectors, mainly comprised of she 
ers’ representatives, will repre 
interests of the owners. In comp 
which the state holds the contrat 
terest, the state representative | 
the chairman of the board. 
“The main powers of the b 
says Cao, "will be to select theme 
examine accounting reports and 
on the allocation of after-tax profits 
— Robert De 
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powerless to stop Minebea's at 
diluting their 
other Minebea shareholders — by pri- 
vate placement of more bonds and a 
friendly merger. As at least a major 
shareholder, they argue they should 
| have been informed of these plans. 

~ There may well be validity in such 
- claims but the threat of legal action — a 
| solution which in Japan is regarded as a 
|- final and ugly resort — is also likely to 
| prove counter-productive. Disputes are 
]- normally settled out of court. Ramsden 
| has said, through consultant Graham 
-— Richards, that he is taking Tokyo Sanyo 
Electric Co. to court over claims he was 
} intimidated when he tried to ask ques- 












































- tions at a Tokyo Sanyo shareholders’ 
] meeting in February. 

— . There is some regret in foreign and 
even Japanese financial circles that the 
— first attempted foreign hostile takeover 
— of a Japanese company has been con- 
ducted in this way. Thjs is especially so 
because Minebea is regarded as an ex- 
cellent takeover target. Minebea has 
grown by acquisition itself, including 
the takeover of US companies, and the 
- business methods of its president, 
- Takami Takahasi, have not endeared it 
tothe Japanese financial community. 





| A more thorough takeover attempt 
|. would have proved an interesting test of 
< one phase of Japan's capital-market 
liberalisation. For in many respects 
{d Ramsden's arguments are right. Many 
company shareholders’ meetings are 
| farcical. Those who try to ask questions 
. often get shouted down and on occasion 
threatened by company-paid thugs. 
Some companies do not feel answer- 
- able to even large shareholders, except 
where those shareholders are banks. 
This attitude has not worried foreign 
holders of Japanese shares because 
- foreign-exchange profits made possible 
by the strong yen have more than com- 
nsated for meagre dividends. Yet if 
apan is deregulating fully its financial 
. markets, foreign capital should be able 
to flow into Japanese instruments, in- 
` cluding equity to the extent of a major- 
| ity shareholding. 
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A Taiwan electronics firm breaks into the world market | 


By Carl Goldstein in Taipei 


he United Microelectronics Corp. 

(UMC) is generally held up as a star 
performer in Taiwan's budding infor- 
mation industry. It is the island's only 
home-grown manufacturer of integrat- 
ed circuits (ICs), the tiny silicon chips 
that store computers’ memories and 
perform a host of other functions in 
electronics products. 

Just as important, UMC is a prime 
example of the public/private partner- 
ship that policymakers hope will build 
Taiwan's information industry into a 


'major player in the world industry and 


lead the country away from its tradi- 
tional reliance on cheap labour-depen- 
dent industries. 

Based in the Hsinchu Science-based 
Industrial Park — billed as Taiwan's 
Silicon Valley — UMC has built a re- 
cord of some success since it first began 
production in 1982, though its growth 
rate has been blunted by an over-re- 
liance on a few product lines and, this 
year, by the downturn in the personal- 
computer market, which has hurt IC 
manufacturers in many countries. Sales 
rose from US$5 million in UMC's first 
year to US$26.5 million in 1984. Net 
profits last year amounted to US$1.5 
million. UMC has 800 emplovees. 

This year, UMC has been hit by the 
3095 worldwide IC production over- 
capacity, causing the company to scale 
back sales projections and prompting a 
two-month shutdown in the Hsinchu 
facility's main production areas. 
Perhaps making virtue out of necessity, 
company president Robert Tsao said 
the shutdown, which was set to begin in 
mid-November, would provide an op- 
portunity for a major overhaul of the 
production equipment and clean-room 
controls and would enable UMC to 
boost its production of the higher value- 
added very large-scale ICs. 

The company still expects a modest 
improvement in revenues to US$30 mil- 
lion and a good jump in profits to US$3 
million. As recently as August, the com- 
pany forecast USS3S million in sales. 

A marriage of government and pri- 


vate industry gave UMC ready financ- 


ing and a commercially exploitable 
technology to get Taiwan’s own IC in- 
dustry going. The other firms producing 
chips here (General Instrument, Texas 
Instruments and Philips, all foreign-in- 
vested firms), do assembly work rather 
than more-sophisticated manufactur- 
ing. 

UMC's initial capitalisation of 
US$12.5 million was provided by à mix 
of public and private investors: the 
state-owned Bank of Communications 


(26.8% ); Kuang Hua Investment Co., 
owned by the ruling Kuomintang (KMT) 
party (11%); the Ministry of Economic 
Affairs (MoEA, with 10.595); the 
MoEA-owned Yao Hua Glass Co. 
(9.4%), and the China Development 
Corp.. an ostensibly private company 
which has strong government ties 


















(5.7%). Purely private investors held - 


the remaining 36.6%: Teco, Sampo, 
Walsin-Lihwa Electric Wire & Cable 
and Orient Semiconductor. 

Each partner’s share was reduced by 
10% in July, when UMC became the 
first local high-technology company to 

o public. The initial offering of 8 mil- 
ion shares (10% of the total), worth 
NT$104 million (US$2.6 million), was 
quickly snapped up by local investors 
eager to buy into what is generally re- 
garded by financial and industry 
analysts as a well-run firm. UMC's low 
debt load, by local standards (it has a 
debt:asset ratio of roughly 1:1) and pre- 
sumed government backing also added 
to its lustre. 

Management is now talking of a 
further stock issue some time next year, 
as equity financing is seen as necessary 
to fund  research-and-development 
(R & D) costs (currently running at 
5-10% of revenues) and boost produc- 
tion levels. R & D has traditionally been 
a weak link for many local firms. 

Taiwan's stockmarket, with total 
capitalisation of US$8.2 billion, is still 
grossly under-utilised; only 124 com- 
panies are listed. The result is that many 
companies build up heavy loads of 
short-term bank or kerb-market debt. 
The government would like to sec more 
firms entering the stockmarket. Thus, 
by going public, UMC could satisfy its 
own needs and government policy at the 
same time. 

UMC'5 public/private mix in itself is 
nothing unusual in Taiwan, with its pri- 
vate-enterprise system heavily leavened 
by state capitalism, KMT ownership of 
private companies and heavy-handed 
bureaucratic control of ostensibly pri- 
vate financial institutions and other 
types of companies. By all accounts, 
however, UMC was given complete au- 
tonomy along with the start-up capital, 
in line with the approach of former pre- 
mier Sun Yun-hsuan and other influen- 
tial economic policymakers who 
favoured the greater flexibility of pri- 
vately managed companies. 

UMC was incorporated in 1979 with 
the explicit aim of commercialising IC 
technology that the Electronics Re- 
search Service Organisation (ERSO), a 
government research house, had de- 
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veloped with technical assistance from 
the US electronics firm, RCA. Key per- 
sonnel from ERSO also switched over 
to UMC, including Tsao, 39, who until 
1981 was an ERSO deputy director. 

A little more than 40% of UMC's 
sales are chips for various consumer- 
electronics goods; another 20% comes 
from computer-related product lines: 
memory chips, controllers for printers 
or other computer peripherals. The 
third major category is the telecom- 
munications line, also providing 20% of 
sales. The chief item in this group is the 
telephone-dialler circuit. Indeed, in 
1983 sales of this item provided the com- 
pany its first big year. as revenues 
jumped to US$28 million. 

But the dangers of a reliance on an 
overly thin product range became appa- 
rent when other suppliers entered the 
scene. As sales of the dialler chip fell the 
following year, the company's revenues 
for 1984 declined 5% from the previous 
year, even as the economy as a whole 
was booming with a real growth rate of 
10.9% and a 21% jump in exports 


he last main sector of UMC's busi- 

ness (or about 20% ) lies in original- 
equipment manufacture sales, in which 
the customer, typically a custom-design 
house, will provide specifications of the 
type of IC it wants made. The firm ex- 
ports about 65% of its output, half of 
which goes to Hongkong. The US is the 
other main market. South Korea and 
Europe each provide about 5% of sales. 

The company has recently gone into 
custom-chip design. Much will be riding 
on the project. As IC manufacturing be- 
comes more automated, companies 
which are unable to do design work will 
increasingly become simple assemblers, 
with the profits going to those with 
sophisticated design capability. UMC 
took a major step in that direction with 
the establishment early this vear of a de- 
sign facility in Silicon Valley in Califor- 
nia. Unicorn Microelectronics Corp., 
which is set up as a UMC majority- 
owned subsidiary, will concentrate on 
custom design, sales and service. The 
Silicon Valley location, it is hoped, will 
give easier access to the necessary skill- 
ed staff to make it work. 

Whether or not UMC can achieve its 
ambitious plans for future expansion — 
it is projecting at least US$80 million in 
sales by 1988 — will likely depend on 
the pace of the company's R & D pro- 

ramme and the corresponding deve- 
opment of new product lines. Its giant 
competitors in the US, Japan, and 
South Korea — Sharp, Mitsubishi, 
Samsung and Texas Instruments, 
among others — have a giant advantage 
in R & D capacity. 

Industry analysts say UMC will have 
to pursue a strategy of finding secure 
market niches within which it can com- 

ete. It will also have to overcome an 
image problem associated with the 
made-in-Taiwan label. oO 
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Impressive information 


Taiwan's office-electronics industry outperforms others 


mote the development of technology-intensive industry. p 


reach US$566 million. | E 
This was all the more im ve in the context of the 1.3% decline in ^ i 
foreign trade (to US$25.25 billion) during the same six-month period, as 
Taiwan suffered the effects of a marked slowdown in demand and rising pro- · 
tectionist sentiment in the US, its main market. Exports generally only manm- — 
aged a negligible 1% increase for the period. E 
The government has used a mixture of tax breaks, low-cost — dq 

e infrastructure development to push the development of the in- — ii 

formation industry. The Hsinchu Science-based Industrial Park was setup by — — 
the National Science Council in late 1980 on a site 70 knffrom Taipei that was — — 
chosen for its proximity to the international ai as well as Taiwan's two — 
i 


ee science and engineering universities, National Chiao Tung and Tsing — 
ua. Looted | 
Of the 46 companies now operating in the park, 33 make computers and — 
i , telecommunications equipment or precision electronics. By 1984, — 
the annual export value of the park's output had reached US$232 million, up — 
from only US$95 


million the year before. But the economic downturn this vear 










Semiconductor assembly: rapid growth in exports. 


has halted growth — at least temporarily — and no substantial increase over 
last year’s figures is likely. » 

A major problem with the park's development has been the difficulty of at- 
tracting highly skilled nnel to live in Hsinchu. Taiwan has had some suc- 
cess in slowing the brain drain and persuading some of its engineering talentto — | 
come back from the US, but the sterile living environment at the presents — — 
an even more forbidding obstacle than Taipei's chaotic traffic and a lower 
quality of life than many US-based engineers have come to expect. 

Also in the vicinity of the park are the government's main research-and- 
development organisation, the Industrial Technology and Research Institute, 
and its sub-unit, the Electronics Research Service Organisation (ERSO). 
Both emphasise adapting and i ving imported technologies, rather than — 
basic research, and then turning the skills over to private industry — as ERSO —— 
did with the integrated-circuit technology with which United Microelectronics | 
Corp. started up. i 

In 1984, Taiwan's electronics products overtook the traditional leading ex- — — 
port industry, textiles and garments, for the first time. More wagingfor ` 
the economic planners was the growing proportion of exports in informati: 
. Their share rose from 5.3% in 


industry ucts to total electronics ex 
1982 to 20% last year. In the first half of this year, it rose again, to 23.2%. 
— Carl Goldstein 
— D 
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_ By Paul Ensor in Seoul 
‘| all goes according to government 
~ Wplan, first set in motion in May 1984, 
| South Korea's debt-ridden shipping in- 
{| dustry will be fully rationalised by the 
| end of the year. According to the plan, 
| 69 companies have been required to 
draw into larger. more manageable 
| units, ultimately to number 15. The 
| Korea Maritime and Port Administra- 
| tion (KMPA) has threatened to with- 
| hold the licences of companies refusing 
| to comply with the consolidation mea- 
| sures in 1986. 
| One of the most important reasons 
_ for the decision to rationalise the indus- 
‘try was to draw the huge debts under 
" which it is operating under tighter 
scrutiny. The South Koreans can be for- 
- given for not tackling the debt problem 
at the same time as frequently un- 
- willing companies are pulled together 
“amid a grave international market 
slump. 
- Sharp falls in bulk and container 
‘fates this year have worsened matters — 
- as Kim Tae Up. Pan Ocean Lines’ plan- 
f ning director, points out, current grain 
| rates are 15% below the company s pro- 
| jections. Freight rates on many routes 
| are half what they were five years 
| ago. 
4 For the South Koreans, 1984 was the 
| worst year on record in terms of collec- 
| tive losses: according to (conservative) 
| KMPA estimates they reached US$200 
| million. Debts also reached an all-time 
| high, totalling US$3 billion, up slightly 
| more than 50% from 1983. Average 
| debt:equity ratios leapt to 10:1 last year 
—] from 6.6:1 in 1983. 
1 Responding to the debt situation, 
| the government announced in July a 
| three-year moratorium on principal re- 
| payments on an unspecified amount of 
bh total debts. This relief, the au- 
- thorities said, would be extended to 
- those companies Sind elena with the 
. rationalisation policy by cutting back on 
costs and non-productive investments, 
| such as property. According to the ori- 
ginal rationalisation plan, shipping 
- companies are expected to receive bail- 
| out loans totalling Won 2.341 trillion 
(US$2.63 billion): over a four-year 
period. 

Targets for the number of companies 
to be created and the completion date 
for the programme have been changed 
continuously. The latest target was 

ushed forward from mid-1986 by the 
MPA. Most observers agree that on 
paper the realignment should be com- 
plete by the end of the year, but disputes 
| will linger regarding arrangements for 
|. the creation of the new groupings. All of 






































Shotgun weddings 


| South Korea tightens up a troubled industry 


CT TACTO Mo 
— | Shipping 


the deep-sea carriers have now been 
realigned in new groupings, with a few 
outstanding problems among coastal 
shippers and carriers plying routes with 
Japan (which are relatively profitable 
by industry standards). 

Hahn Tae Youl, deputy adminis- 
trator of the KMPA, said the two main 
forms of consolidation have been 
straight purchases and the formation of 
clusters of existing companies around a 
holding company; there are 11 such ar- 
rangements now, and they have been 
plagued by disagreements between the 
managements of the companies. Ex- 
changes of shares between the com- 
panies involved have been confused by 





Sanko ship: hardening of opinions. 


arguments over asset valuation — in 
large part because the current slump has 
forced down ship values and overall 
asset values with them. In some cases 
ships are worth a fifth of their underly- 
ing mortgages. 

These management disputes have re- 
tarded elements of the KMPA's pro- 
gramme to streamline the industry 
through sales of old ships and property 
investments. Companies that have felt 
excluded from the management of the 
new groups have been less willing to 
cooperate — one reason the KMPA is 
now applying pressure to finish the pro- 
cess of consolidation. 

Straight purchases have been rela- 
tively simple, said Hahn. Frequently, 
they have involved the purchase of a 
heavily indebted company by a larger 
firm, the buyer actually paying very lit- 
tle cash in view of the debt involved. 
Such was the case when Pan Ocean 
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solidated, took over Sammi and 
3s cen lines. 
owever, the complications have 


been enormous in both forms of consoli- | 
dation. For example, when Korea 
Marine Transport Co., which was later. 
absorbed by Hyundai Merchant Marine . 
Co., was planning to merge with a 
smaller company and purchase ships 
from two others under the rationalisa- 
tion plan, several of the company's 
major shareholders were reluctant to 
cooperate; one even sold his shares to . 
Korea Shipping Corp. (KSC). 


Fo companies heavily involved in the 

regroupings, the changes have been 
enormous and perhaps understandably ^ 
unmanageable in the short to medium" 
run. Pan Ocean Lines, the bulk-carriet: 
operator, has more than doubled the’ 
size of its fleet since its first takeover in 
May 1984. | ; 

Pan Ocean grew from 43 ships or 
1.4 million dwt to 104 ships total-: 
ling 4.06 million dwt after it com- 
— the purchase of Daeyang 

hipping Co. (one of its few profit- 
able acquisitions), from the Daewoo 
group. 

Pan Ocean has acquired six different 
companies, three through straight pur- 
chases, three through exchanges of 
stock between Pan Ocean and share- 
holders in the companies (Sammi, 
Global and Bowom). With the acquisi- 
tion of the companies, the average age 
of Pan Ocean's fleet grew from 9.8 
years to 10.4. Kim was vague on the 
level of the company’s debts, which are 
widely believed to be among the highest 
in the country: an estimated US$400 
million, qug the amount before the ac- 
quisition of the six companies. 

An important part of improving pro- 
fitability and reducing debts will be cut- 
ting back on wasteful and inefficient in- 
vestments. Like so many other problem 
industries in South Korea, shipping has 
grown too fast. From 1975-80, the coun- 
trys merchant fleet grew by 174% to 
4.07 million gross registered tons (grt). 
compared to 23% growth in the world 
fleet. After the second oil crisis of 1979, 
South Korean companies (assisted 
pene with loans extended by 

anks at government instigation) went 
on a buying spree for cheap ships and in- 
creased the overall size of the fleet by 
another 44% from 1980-84. 

Government support for the indus- 
try stemmed from the feeling that the 
country's heavily trade-oriented deve- 
lopment strategy called for more local 
control of shipping and from memories 
of the Korean War, when the country 
was forced to nopea on the graces of 
foreign, especially Japanese, shippers 
for survival, With the loans extended to 
support the industry, small companies 
proliferated and bad investments in old 


ships and property grew. Roughly 25% 
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15 years old, — to 5% of the Ja- 
panese fleet. Property investments, 
meanwhile, were often of a speculative 
nature, and not necessarily made with 
the company's welfare in mind. 

Cutting back on these investments 
has been an important part of the gov- 
ernment's programme. According to 
Hahn, since the rationalisation began in 
mid-1984, shipping companies have 
sold US$240 million worth of property 
at the government's insistence. In some 
cases, company presidents have been 
forced to hand over personal property 
(such as houses) to pay off debts. 

The KMPA’s lack of interest in re- 
ducing the net size of the country's mer- 
chant fleet (which even grew in 1984, 
from 7. million art to 7.7 million grt), is 

perhaps cause, for concern. Instead of 
deme forcing companies to sell off 
their vessels and not buy new ones, the 
policy has been directed more at re- 
placements — from South Korean ship- 
yards, which are in desperate need of 
orders in the current global slump 
(REVIEW, 10 Oct. ). 

Under a Planned Shipbuilding 
Programme, the government has 
extended preferential loans to own- 
ers to purchase ships from domes- 
tic yards since 1976. Earlier 
this month, the KMPA unveiled 
the programme for 1985, which is 
more than twice the size of last 
years at 14 ocean-going ships 
with a combined tonnage of 796,900 
grt. 

hile the growth in size of the 

subsidised purchases is un- 
doubtedly partly a reflection of the 
country’s shipbuilders’ falling for- 
tunes, it also is a mark of the ship- 
pers’ continuing ability to draw 
upon government funds. Several 
analysts have said this is partly due 
to the existence of the KMPA, 
which, as well as acting as watchdog 
for the industry, has proved to be a 
steady lobbyist on its behalf in its deal- 
ings with other ministries. Because of its 
consistent defence of the industry, the 
KMPA has also gained some critics, 
who accuse it of being too soft on an in- 
dustry it helped to nurture in artificially 
favourable conditions. 

The KMPA’s decision to push for- 
ward the date of the rationalisation to 
the: end of the year reflects a growing 
impatience within the government over 
the industry's problems. The authorities 


' CLARIFICATION 

In the REVIEW of 12 September 1985 the cover 
feature on the Ayala Corp. specifically stated on 
page 108 that the “corporation's dramatic growth 
came during the 1970s" and went on to elaborate 
on its spectacular expansion over that period. 

Nevertheless, Enrique Zobel, who was chair- 
feels that the article did 


man from 1968 to 1983, 
not give him proper credit for the 11-fold growth 
of Ayala under his stewardship, We disagree, but 
1| are happy to reiterate that such growth, report- 


have become incre 
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asingly concerned 
with the issue of the country's heavily 
indebted big-business sector, which is 
estimated to have bad debts of around 
Won 4 trillion with local banks; a large 
share of these, at least 30*5 according to 
unofficial estimates, are owed by ship- 
ping companies. 

The government's impatience re- 
portedly was marked in the inter- 
ministerial negotiations leading to 
the loan-re " ment arrangement an- 
nounced in July. The collapse of Sanko 
Steamship in digan has further harden- 
ed opinions within the government 
against shipping: "The spectacle of a 
shipping company being allowed to sink 
without bringing down the whole indus- 
try certainly offers another course of ac- 
tion, albeit a desperate one," said one 


analyst with close government connec- 
tions. 

The South Korean Government is 
unlikely to resort to so drastic a course, 
even if floundering giants such as KSC 
and Pan Ocean show a resemblance to 





Sanko in its last days. Balancing public 
and government at with the 
shippers’ and shipbuilders' calls for help 
is a problem that will not po away for 
some years. It should not be expected 
to, given the state of the industr 

worldwide. The test for the future will 
be the new, larger companies' ability to 
tackle their new, larger debts, and for 
the government to provide a stable 
environment within which this can hap- 


pen. o 


ed in detail in the cover feature, occurred. 

The feature also stated that Enrique Zobel's 
later years with Ayala involved “high-finance 
type of operations” and “deals.” Zobel feels that 

ese phrases have derogatory connotations. 
Again we — but take note of Zobel’s as- 
sertions that they may have such negative con- 
notations in the Philippines. Again we are happy 
to state that the words complained of were meant 
to conven no derogatory connotations inside or 
outside the Philippines. 
























Squabbles attend efforts to 
amalgamate shipping firms 


poene changes in the — Ü 
companies operating Pacific co 
tainer routes over the past vear have le 
many questions unanswered. The fier 
rivalries involved and the gov ernment's- 
role, through the Korea Maritime and 
Port Administration (KMPA ), in plot — 
ting and replotting the organisation of — 
South Korean carriers operating these” 
routes underlines the problems of — 
industry as a whole. . 
Over the past year, Korea Shipping 
Corp. (KSC) has given up its services to 
the US East Coast, Hanjin Container < 
Lines (HCL) has pledged to take these - 
routes over and Hyundai Merchant | 
Marine Co. (HMMC) has taken the in- - 
dustry by surprise by purchasing Korea. 1 
Merchant Transport Co. (KMTC), 12 
which will give it access to Pacific con- | 
tainer routes which, until then, had ` 
been denied it by the KMPA. - 
Owing to these changes — on routes. | 
which are heavily beset by tough inter- 
national competition — and an esti- 
mated 30-40% excess tonnage in con- U 
tainer ships (South Korean and others) - 
plying trans-Pacific routes, the KMPA's | 
plan to rationalise this area under a f 
single coordinated grouping may be | 
hard to achieve. i 
KSC decided to close its service to T 
Atlantic ports in the US late last year | 
because of heavy losses. Responding to 1 
a government request, HCL, which was 7 
already plying US West Coast destina- - 
tions, agreed to take over the Atlantic | 
service. Maintenance of a national-fla 
service to Atlantic ports is “a matter of f 
national pride; this is a mission of | 
sorts," says No Jeong Yeol, HCL's pre- I^ 
sident. Owing to depressed interna- f 
tional conditions and a need for invest- 
ments of some US$250 million, No does f 
not expect to be making profits for two f 
to three years. 
HCL is planning to start its new At- T 
lantic service, which will call at Long 
Beach, New York and Charleston. in 
January 1986. To improve competitive- 
ness, HCL has ordered six new vessels 
— three from Japanese shipyards and 
three from Daewoo Shipbuilding and 
Heavy Industries. HCL’s decision to 
buy some of the ships from the Japanese 
sparked a wave of criticism in the local 
press. That none of the orders had been 
placed with Hyundai Heavy Industries” 
massive yard seems in keeping with the 
historic rivalry of the two business | 
groups. The two groups’ chairmen — f~ 
Hyundai's Chung Ju Yung and Hanjins | 
Cho Choong Hoon — have been per- | 
sonal rivals for years. f: 
No explains that the Ja 
were accepted “due to 
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inancial and 
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hips. 
s of this [Atlantic] route, we can- 
cut any corners,” he says. 

Given the groups’ rivalry, Hyundai's 
nouncement that it would purchase 
% of KMTC in late September was all 
: more surprising because of KMTC's 
sting joint service to US West Coast 
rts with HCL. UA shotgun marriage if 
ver saw one," commented one ship- 
ner. Hyundai, which has one of the 
gest fleets in the country, predomi- 



















ing, had been angling to enter the 
ns-Pacific container trade for some 
ye; it was denied a licence by the 
APA, which was concerned that a 
ew entrant would drive depressed 
es down further. 

Hyundai was determined to enter 
1e container business, even if it meant 
dding KMTC's total debt of Won 91 
illion (US$102.2 million) to its own 
fon 171.4 billion outstanding to banks. 
Intil the purchase of KMTC, which had 
een the smallest of the country's three 


inthe wake of continued sluggishness 
lis world trade, the Malaysian Govern- 
ent is betting on a 6% real economic 
growth for 1986. Nevertheless, "the 
outlook for external demand for Malay- 
sian products is not likely to brighten up 
significantly in 1986,” according to the 
Treasury’s annual report, published 
simultaneously with the Malaysian 
udget (REVIEW, 7 Nov.). 
.. Although the Treasury, as it has 
one in its 1984 forecast, is pinning 
opes on a better performance than 
me economists think is possible, it has 
dged its analysis of next year's trends 
noting "the emergence of more 
-efficient producers in primary 
imodities as well as in manufac- 
d.goods among developing coun- 
in the region [that] could also 
th 'arket share of Malaysia's ex- 


Indonesia and Thailand among 
others are looming as lower-cost pro- 

ucers of palm oil, rubber, timber pro- 
ucts and lesser tropical commodities, 
/hile electronics and textiles manufac- 











heaper labour. 

~ The collapse of the world tin market 
and continued slump in rubber and 
palm-oil prices are bound to affect next 
ears economic performance as well 
REVIEW, 14 Nov.). 

Apart from normal external-demand 
garies, the Treasury says “petroleum 






s and faster, more füel-effi- FU 
“Dealing with the chal- | c 


ntly involved in bulk and tramp char- 


urers are looking to other countries for 






actoss. othe Pacific. i 








ness at this stage, saying only that as glo- 
bal shipping markets pick up, contain- 
ers will improve fastest. The declining 








cording to widespread rumours, Hyun- 
dai already had six 2,970-teu (20-ft equi- 
valent unit) vessels under construction 
with no definite customer when KMTC 
was purchased. A HMMC executive 
dismisses the suggestion, somewhat 
vaguely explaining: “We have no fixed 
purchase plans at this stage.” Hyundai is 
also one of the world’s largest producers 
of containers. 

Any plans Hyundai might have for 
expanding the existing KMTC fleet of 
four trans-Pacific liners were scotched 
by the the KMPA’s mid-October an- 
nouncement that South Korean trans- 
Pacific container operators would not 


























































PRIVATE-SECTOR SAVINGS- 
INVESTMENT GAP 








roduction" and private-sector “dynam- | 


ism” will emerge as the two key vari- 
ables during the coming year. The most 
immediately obvious uncertainty is oil, 
where a 16% boost in petroleum earn- 
ings (to an expected M$9.5 billion 
or US$3.9 billion) will result from 
a near 20% increase in rates of extrac- 
tion. 

These gains are entirely dependent 
on continuing resilience in the world oil 
market: the Malaysians are counting on 
slippage of only 5.556 in oil prices dur- 
ing 1986, but it could be a lot more. 

Private-sector growth must show a 
better performance during 1986 if the 


Treasury’s hopes for growth are to be | though 
realised. Private. consumption growth. 


dropped from 6.5% in 1984 to 3.5% 
in 1985 — much of this growth came 
from a turnaround in oil-exploration 


spending which had. fallen 29.4% in. 


1984. | 
The oil industry has 





Hie is guarded p its move. 
into the trans-Pacific container busi- 


fortunes of the Hyundai shipyards prob- 
ably played a role in the decision; ac- - 


Jess 
| shortfalls in- invisib 
ess direct flow- | 





ble. 


While the government continues to. 
preach the need to create an entirely. 
unified service among the four cartiers,. 
the talk continues to be of competition. 
and expansion. Many observers feel 
Hanjin i is now in a relatively weak posi- 
tion, inaugurating a new service to the. 
Atlantic where others have failed and. 
now facing the combined resources of. 


the country’s largest conglomerate on 
US West Coast routes. 

However, in taking on the Atlantic 
routes, HCL has gained a great deal of 
goodwill from the government. Accord- 
ing to industry analysts, KSC'sdébtsare 
among the worst incurred by shipping 
companies in terms of sheer volume — 
around Won 530 billion, having run 
losses of Won 30 billion last year. 

— Paul Ensor 


on effects for the rest of the economy, 
unlike other sectors where capital in- 
vestment grew much more 
slowly this year (by 2.6% 
to M$12.2 billion). On the 
other hand, the invest- 
ment-savings gap, so pro- 
nounced in. the first years 
of the decade, seems to be 
easing. 

Another imponderable 
is the success of a recent 
decision to lift private in- 
vestment. The Industrial 
Coordination Act 1975, 
which restrains non-bumiputra com- 
panies from expanding without meeting 
bumiputra employment and investment 
quotas — will shortly be amended to 
raise the threshold levels. But this is a 
long-term measure; in the coming 
months private-sector consumption is 
likely to be constrained by continuing 





tight liquidity. 


At the overall external payments 
level, the Treasury says the current-ac- 
count deficit will narrow to M$4.2 bil- 


lion (5.296 of gross national product) 


compared to an earlier expected 
shortfall of. M$5.3 billion (6.9% of 
INP) b ee d of this — Al- 










ure last year, itis — e ora margin 
(about. M$200 milli 1) and the figure 








"than the 







1981-83. 








oyang w d 
only exception will be KSC, which vill be 
allowed to charter two ships to make 
weekly services (which are offered- 
by the Hyundai-Hanjin grouping) possi- | 


Airbus go to great 
lengths to match 
your market. 
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As major markets evolve, Airbus Industrie 
moves ahead of the trend to make the right aircraft 
available at the right time. 

No other wide body aircraft goes so far to 
reduce your costs. Or keeps you so up to date 
in technology — reducing your workload and 
improving your operational profitability. 

180-345 seats, 300-5,000nm range, and 6 to 
9 abreast seating configuration options. Airbus 
gives you the ultimate marketing possibilities to 
match your requirements. 


© Airbus Industrie 
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of jetliner engines today... 
that demand state-of-the-art computerised design. 
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The high technology... 
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requires truly reliable bearings... 





hat takes you to extremes. 


While you relax during your next jetlinei 
a thought for the stress that the engines have t: 
take-off, rotational speed can be 800 revs/ se 

Just as higher and higher velocities are constan 
being reached, environmental factors are stipula 
fuel consumption and noise levels. The last decad 
a 50% rise in rotational speed — with drops in fuel usa; 
of the same order. And the quest continuc 

One of the most safety-critical componi 
engines is the bearing. Demanding utter dependabilit 
withstand the conditions, its task is further com 
by direct contact with hostile combustion fum \ 
at temperatures of some 500°C, it's simply to 
conventional lubricants. Till recently this pro 
impossible set of constraints. But our R&D 
overcame them. 

As world demand poses ever tougher problem 
the aerospace industry, SKF provides ever moi 
plished solutions. Lighter, smaller bearings tha 
faster with less friction; that give lower noise le 
work in higher temperatures. In every way, SK! 
bearing technology to new extremes of achieve! 


Down to the micro-world of the bearing 


achieving ever higher speeds on less fuel... Our search for new answers takes us de 
micro-universe of the bearing - where micro-chang 
10,000th of a millimetre are now common-plac 
bearing designs can yield energy savings of up to & 

For this, high standards of metal-workn 
are required — and ‘near-absolute’ accuracy has to be maii 
tained from steel purity through computerise: 
application. 

Now, by harmonising new theory with ti 
new technologies we have shown how bearin 
reliability- can be prolonged nigh on indefiniteh 

75 years of close customer co-operatioi 
us the expertise to create a virtually boundless programn 
of ball, cylindrical, taper and spherical roller b 
in some 25,000 variants. From miniatures weig! 
hundredths of a gramme to giants weighing 5 
times more. Assuring our customers worldwide o 
bearing for every application. And ultimate rel 

Like a jetliner, we will always rise to tl 








SKE Ihe exact bearing. 
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| and precision measured to 1 / 10,000 mm. 





With each of the Minolta zoom copier family, you get the 
choice of 781 individually-selectable zoom ratios between 
1.420X and 0.640X with which to enlarge or reduce the 
image area of your original to the exact size you require. 

Zoom enlargement/reduction gives vou complete control 
over copying. No longer are you limited to just a few choices 
that restrict the size of the copies that you can make. Think 
of the possibilities! These versatile PPCs will let you 
"blow up" fine-lined engineering drawings so that you can 
obtain only the detailed area that vou require. Or you can 
reduce oversized originals to common filing or facsimile 
transmission sizes, easily and quickly. Theres virtually no 
limit to the uses you can make of their zoom enlargement / 
reduction function! 


See the EP3502/EP4502/EP5502/EP6507 at these Minolta subsidiaries and distributors: 


And to help you even more, the Minolta EP450Z, EP550Z 
and EP650Z provide Automatic Magnification Selection and 
Automatic Paper Size Selection, too. These help you speed 
through the most difficult copying jobs with confidence and 
ease. And help eliminate the possibility of making mistakes, 
too! Plus all Minolta zoom PPCs feature the Minolta Micro- 
Toning System: advanced copier electronics insure you 
obtain optimum copy quality from even the most difficult-to- 
copy originals. 

The Minolta zoom copier family. Each lets your copying 
capabilities soar with 781 enlargements and reductions. 
Which one’s right for your office needs? 


Brothers international Lid National Scout Bhaban, inner Circular Road. Kakrail Dhaka, G.P.O. Box No. 767 Phone: 400042. 404929 


Bangladesh 
Hong Kong Minolta Hong Kong Ltd. 67-71 Chatham Road South, G/F Oriental Centre, Kowloon 


Phone 3-676051 


India Methodex Systems Pvt Lid 607-8 Meghdoot 94 Nehru Place, New Deihi 110019 Phone 682475, 682476 
Indonesia — PT Perdana Nirwana Abadi Co 678 Ji, Krekot Raya, Jakarta Pusat Phone: 372609 
Malaysia City Marketing Sdn. Bhd. Wisma Cestel, No 4, Jalan Kilang (51/206), Petaling Joya, Selangor Phone: 521033 





EP3502Z with Sorter S 1010 


EP4507 with Automatic Document Feeder ADF-11 EP5502 with Automatic Docume ] LI z Z wi tor 
Original Size Max A3(11* x 14" and Sorter S- 101 and Sorter S- 201 i rte I 
Copy Size: B4 to AB (10" x 14* to 4' f, * x Copy Size A310 AG (1 * x 17" to4 Copy Size A3 tO AB (11 * x17" Io 4 10 At 
Copy Speed 15 copiesimin. (A4) ony Speed 25 copies/min. (Aa) opy Speed 35 copiesimin. (A4) y 





MINOLTA ZOOM COPIERS 


EP350Z/EP450Z/EP550Z/EP650Z 


MINOLTA CAMERA CO , LTD , Business Equipment Operations. 30, 2-Chome, Azuchi-Mochi, Higashi-Ku, Osoko, 541, Japar 

Pakiston Allied Equipment Ltd. First Floor, Nelson Chambers, 11. Chundrigar Rood, G P.O. Box 680, Karochi- Phone 219338, 210146 
Philippines — Topros Inc. Topros Building. Banawe Cor. Atok St , Quezon City, Metro Manila Phone: 40-06-24. 49-49-21 Loc 6,9 & 43 
Singopore ^X Minolta Singapore (PTE) Lid 10, Tebon Gardens Crescent, Singopore 2260 Phone: 563-5533 


Taiwan Santo Office Machines Corp. 11 FI. 75, Sec. 4, Nanking E Road. Taipei Phone: (02) 715-5001 MINOLT \ 
Thailand Technical Supply Co., Ltd. 1808-1812 Kasemrat Road, Klongtoey. Bangkok 10110 Phone: 252-9155 to 7. 233-2064 to 5. 391-0215, 392-7412 





“IN THE LONG RUN, 
THE RACE BELONGS NOT MERELY TO THE SWIFT. 
BUT TO THE FARSEEING, 

TO THOSE WHO ANTICIPATE CHANGE.” 


LYKES LINES. 


i ; ' , " 
voridwide ocean carrier with service between the U 2. 


, South and ba st Africa, Centrai America. the West Coast 
write Hughes D. Drumm, V.P. € 
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Ihe most 
monied business 
minds in Asia read The Far 
Eastern Economic Review 

In fact a very convincing 9476 
of our readers are in upper or 
midale management positions, 
or The professions. 

The average Review reader 
makes almost USS53,000 a yeor. 
Nearly 62% of them own stocks 
or bonas, over 8676 run savings 
accounts, and 73% own real 
estate 

And incredibly, the total 
investment of the average 
Review household adds up to 
just short of USS300,000. 

The people who read the 
Review represent Asia's most 
affluent market. Which is why 
youll find well over a hunared of 
the world's leading financial 
institutions doing big business 
from our pages. 

If Youre in finance, open an 

account with 
apti s EN — |o Review 
'arEasternEconomie Becouse when 


| we Talk, money 
| listens 
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Alt figures are from The Far Eastem Economic Review SuDscnibers Study 
For furmer information on advertises. see our Advertisement Composite 


Avery exalted brand of Swiss chocolate, generally found at an altitude of 
12,000 meters. 
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Black and White Cognac Rigispitzli Truffe au luit Truffe Vanille Florentiner- Truffe Croquant Swissair-Mignon 
Truffe-lgeli Carre dark 
Jamaica Mint-Gelée Iruffe clair Gold-Braun Caramel-Trufle Bourbon-Carré Confiseur- Carame Rum-Ro: 
Kübeli Stenge 
Orange-Trufle — Swissair-Mignon Honignuss Raspberry-Fiord Doris Marzipan-Augli Espresso- Orangen Stanniol-Giandula 
light [ruffle Marzipar 
Curacao- Williams- Non-Pareilles Almond- Mocca- Honev-Caramel Almendras Colflee-Trutfe 
Halbmond Schnecke Gianduja light Halbmond W il mine 
rM 
eund) 
Caramcel-Carré Grand Marnier-Truffe Abricot-Fjord Nougat Numoc Caramel-Stange — Boule au Kirsch Prinz Alber! 
j Montélimar 
Cointreau Perlia Amarenen- Carré maximal Whisky-Truffe Armagnac- Lemon-Gelée Pineapple 
Kübeli Brügeli 
Violette Strawberry- Ferdinand Truffe white Finesse de Paris Gianduja Walfel-Praliné Ananas-Spit 
Fiord odes special 
4. 
Riora Carré au lait King of Cevion Chemin de Fer Quatre Fréres Pyramide Clair de lune Schnitt-Pralini 
light 
Caramel-Kübeli Amande claire Armailli Sri Lanka Mont-Blanc Stern-Trufle Brandy-Truffe Bündner Kirsch-Fondant 
j Nusspralin 
Porto Branchli Nougat-Truffe Marillen-Gelée Sultanette Coruba-Trultfe Schnitt-Praliné Carame m un 
white Giandura ull 


We're not exaggerating: our chocolatiers make a hundred different chocolates for our First Class passengers 
- even if you think that’s overdoing things and if there's unlikely to be anyone who'll try them all at 
one go. But there is one conclusion you can draw from this: an airline which takes so much trouble does 
a little bit more for all its guests than it needs to. At an altitude of 12,000 meters as well as on the ground. 
From inflight service to aircraft maintenance. Something which even those people who don’t like chocolate 


won't regard as an exaggeration. swissair á 








CONSOLIDATED BALANCE SH 








SET 1984. 


The General Council of Assicurazioni Generali, presided over by Mr. Enrico Randone, Chairman 
of the Company, met to approve the Group Balance Sheet for the financial year 1984, as follows: 


ASSETS (in thousands of U.S. $1 (*j 


Building and farm property 
Fixed interest bearing securities 
Shares (including Associates) 
Mortgage and policy loans 
Deposits with Ceding C smpanics 
Bank deposits 


Accounts receivable and other assets 


LIABILITIES (in thousands of L.S. $1 (9) 


Shareholders' surplus 


Provisions for insurance liabilities 


Reinsurance deposits 
Other liabilities 
Profit of the year 


1984 


1,760,705 
4,215,960 
929,615 
408,764 
269,130 
385,212 
1,088,356 
8,057, 742 


944,779 


6,601,153 


120,731 
877,394 
113,689 
8,657,742 


1983 
1,592,177 
3,587,731 

457,830 
354,679 
216,509 
301,335 


931,322 
7,441,583 


824,076 
5,664,752 
139,115 
742,431 
71,203 


7,441,583 


(*) The Italian Lira figures of both 1984 and 1983 have been translated into US Dollars at the exchange rate of Dec. 31, 1984. 


€ This Balance Sheet, consolidates 45 insurance companies. operat- 
ing in some forty markets, (including 6 Europ Assistance cüm- 
panies}, 16 financial, 18 property and 3 agricultural companies 
where Generali directly or indirectly holds more than 50% of the 
shares. 


2 o9 Thes year shows a profit of U.S. $ 113.7 million (-- 39. 198). 





JU Cross premiums amount to U.S. $ 3,152.1 million. (-- 16.598) 
C | distributed. as follows: 


: Life So Non-Life ?5 Total 96 
Italy 10.1 20.9 31. 0 
Other EEC. c ountries 13.0 254 40.7 
Rest of Europe _ 4.2 18.0 22.2 
Rest of the world 0.7 5.4 6.1 
28.0 72.0 100.0 





The provisions for insurance Habilities amount to ^S $6 601. 2 


million (+ 16.595). 


Investments. total U.S. $ 
distributed as follows: 


Italy 

Other EEC Countries 
Rest of Europe 

Rest of the world 


1.969,48 million (+16. 3%) and are 


Non-t: ife % P Total ' 2 dd 





222. .. 110.77 353 
$8010 "^ dA 8 : Ad 
62.8 9452 ^ 1000 | 


Investment income amounts te U.S. $ 701. 3 million . (18. 8%) 
and relates by 65.5% to fixed interest securities, by 16.4% to 
property, by 3.9% to shares, by 6.1% to barik deposits and by 


8.1% to other investments, 


The shareholders’ surplus. amounts to. US 8. 8 944. 8 million and 
88.6% belongs to the Controlling C lompany, the minority interest 


being 11.495. 


Insurance since 18351. 


Parent Company: Assicurazioni Geneli = Head Office in Trieste (aly) 


















e COULD even Shroff become a take- 
over victim? Intimations of activity have 
been going on at the fringes of the South 
China Morning Post (SCMP), which 
owns 51% of this publication and is in 
turn 48%-owned by the Hongkong 
Bank group and 25% by Hutchison 
Whampoa. Few might have thought 
twice about a rum- 
our reported in 
AuStralia that 
Robert Holmes a 
Court was sniffing 
around but for the 
fact that it coincid- 
ed with Hutchison 
chairman Li Ka- 
shing issuing a libel 
writ against the 
SCMP. The writ 
also coincided with 
a Hutchison adver- 
tising campaign 
which claimed the 
SCMP as one of its 
contributions to 
Hongkong, despite 
its minority posi- 
tion. 
| : Li is known to 
a >| have wanted to sell 
limes à Court: courting?) his SCMP stake for 
some while but would prefer to do so in 
concert with the Hongkong Bank. The 
time may now be ripe. The two have un- 
wound their joint ownership of China 
Building. The bank may wonder whe- 
ther the benefits of the SCMP's hand- 
some profit record could be overshadow- 
ed by potential political problems from 
owning the leading English-language 
newspaper. 

The establishment voice in Hong- 
kong is increasingly divided between 
those who are regarded as sympathetic 
to Peking’s line — two of whom, David 
Li of the Bank of East Asia and the 
Basic Law Drafting Committee and Sir 
Yue-kong Pao’s son-in-law, Helmut 
Sohmen, are both on Legco and the 
SCMP board — and those who are not. 
Under the circumstances, the bank may 
wish to leave publishing to publishers. It 
might also find it handy to realise a cap- 
ital profit. 

In which case, it is all a question of 
whether the bank and Hutchison jointly 
make a placing of all or part of their 
holdings. or whether a bidder — almost 
certainly foreign — comes forward with 
a full bid at the right price. What would 
that be? A price/earnings ratio of 15 
would value the group at HK$2.25 bil- 
lion (US$288.5 million). That is a low 
ratio by international publishing stand- 
ards, but the SCMP has net assets of 
only HK$134 million and its pre-tax 
profit is already 44% of turnover of 


Publish and be damned... 


HK$429 million. Apart from Hutchison 
and the bank, the only significant share- 
holder is Dow Jones, with 19%, leaving 
only 8% with small shareholders, so 
there is scant opportunity for public 
punting. But it is notable that the latest 
trade was at HK$70, a p/e of 15, double 
the price earlier this year. 
€ IT will be good riddance if Evergo 
succeeds in its bids for interlinked 
Lambda, Chuangs Holdings and 
Chuangs Properties. Lambda in parti- 
cular has been persistently exploited. 
Contra its 1983 prospectus promise, its 
parent, Chuangs Holdings, dumped 
Lambda shares while bailing other 
shareholders out of its ailing subsidiary 
Chuangs Properties. More recently, 
Lambda has been acquiring shares in 
Holdings, which probably still has about 
35% of Lambda. Meanwhile, Lambda's 
own profit has slumped owing to the 
age of the electronics industry. 
ut despite everything, Lambda itself 
looks healthy enough and worth more 
than the 70-cents Evergo offer. 
e HONGKONG Electric Co. and 
Hutchison Whampoa's HK$3.5 billion 
conditional offer tor International City 
Holdings (ICH) is not likely to keep in- 
vestors Jas aware with their pocket 
calculators. The Electric-Hutchison bid 
vehicle, Union Faith, has already re- 
ceived acceptances covering 65.3% of 
ICH's share capital — the 34.6% held 
by Electric itself and the 30.7% owned 
by Cheung Kong Holdings (CKH), 
which also owns 41% of Hutchison and 
25% of Electric. 

Analysts think the HK$1.01 bid 
price, roughly equal to ICH's net assets, 
gives Union Faith a fair chance of raking 
in the minimum 90% of acceptances 
which it wants. But are opportunities 
now really so thin on the ground in 
Hongkong that the members of Li's cor- 
porate family, with their collective mar- 
ket capitalisation of HK$40 billion, arc 
reduced to buying and selling one 
another? 

They pros are. The ICH bid 
shortens the odds on an eventual hiving- 
off of Electric's power-generating in- 
terests, leaving a property-and-cash 
rump into which ICH might be slotted 
while Hutchison acquired Electric's re- 
tailing interests. 

These propositions have been the 
stuff of analysts' gossip for two or three 
months now: but they are fine-tuning. 
ICH is half-cash, making the bid nearly 
self-financing. CKH's. HK$1 billion re- 
ceipts from the bid could, if used simply 
to retire debt, reduce its borrowings to 
below 2095 of book-value equity by the 
end of this year — hardly an aggressive 
posture in a year of recovery. 

For the moment, Li seems content to 


cash up. CKH has paid out dividends of 
HK$873 million in the past four years 
while making no calls on its sharehold- 
ers. It repaid a net HK$228 million of 2 
chairman's loans during 1984, while L3 
this year receives HK$129 million in 
cash and an equal amount in shares 
from Hutchison as payment for his 50% 
personal stake in China Building, 
bought by Hutchison this month. As- 
suming Li to hold 40% of CKH, his per- 
sonal receipts from these transactions 
would have totalled HK$700 million. 
Diversification overseas was the 
great Hongkong unmentionable during 
the political upheavals of 1982-84 
Perhaps it is now more thinkable, opene 
ing up the only remaining avenue for 
quantum leaps by the likes of CKH or 
Hutchison. Men like Holmes a Court 
might soon be useful friends. 
e THE Hongkong Bank's second 
US$400 million perpetual floating-rate 
note issue proved just a little slow to 
move after its 6 November issue. Its 799 
pricing, at 0.25% over Limean (the 
mean average of bid and offer rates tor 77 
US dollar interbank funds in London), y 
was keener still than the bank's first | 
US$400 million floater in July. priced at 
0.25% over the offered rate. Libor, 
Anybody who wants to buy this type of 
note now has plenty to choose from, in- 
cluding issues from the big British 
banks: the Hongkong Bank's second 
issue may be the last of this year’s flurry. 
Raising US$800 
million of new capi- 
tal in three months 
is brisk by any- 
body's standards. 
The bank could 
presumably justify 
the issues by cheap- 
ness of funds alone. 
But the additional 
capital will also help 
chairman Michael 
Sandberg bow out 
gracefully next 
year, leaving the 
bank with an un- 
blemished balance- 
sheet and the war- 
chest for the big 
overseas bid which 
must be part of any 
serious planning 
for its long-term 
future. It is not " 
usually very gratifying for a chairman to 3 
see the share price rising on news of his 
impending departure, but in this case — 
its recent market surge probably owes T 
something to the thought that — {4 
would not be announcing the manner o "i 
his going without first having put the 
house in order. 
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Li: going overseas ? 








Bg AREASTENN ECONOMIC REVIEW œ 21, NOVEMBER 1985 


153 





































. -m —Á— - 


— 
Tc -— 
tS a 


By Bruce Roscoe in Tokyo 

he Japan Patent Office of the Minis- 
try of International Trade and In- 
dustry (Miti) has decided to give foreign 
trademark holders fuller protection 
trom unscrupulous Japanese companies 
and ease up the approval criteria for 
foreign trademark applications. For- 
eign patent attorneys regard the move 
as a breakthrough, though they say 
there is still much to be done before 
Japan's trademark system puts foreign- 
ers on an equal footing with Japanese. 
No articles of the trademark law are 
0 be revised, but a new interpretation of 
the law, drafted by the patent office for 
application by administrative guidance, 
contains two important concessions. 
While Article Seven of the law stipu- 
lates that a product must be known to 
consumers before its trademark can be 
registered, the interpretation widens 
the meaning of “consumer” to include 
dealers. This is significant, because 
dealers, who can be expected to read 
product catalogues, are much more 
likely than consumers to recognise 
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COMMODITIES 


A kind of phoney war is being waged 
F in the international tin market. 
Everyone expects shots to be fired soon 
but in the meantime there is an uneasy 
dull. Meanwhile, the most obvious 
choice for peacemaker-in-chief, the 
Bank of England; appears unwilling to 
accept the role. 

- It has been suggested that the bank 
light step in and guarantee the debts of 
the International Tin Council (ITC) to 
allow trading in tin (suspended since 24 
October when the ITC declared it could 
no longer support the price), to resume 
on the London Metal Exchange (LME). 
But the bank reckons ITC members 
should provide the cash. The ITC is any- 
"way an international body, not under 
the bank's jurisdiction. 

| On 7 November, the ITC adjourned 
its second emergency attempt to sort 
| outthe crisis. One source close to the tin 
. market described the countries as “at 
— each other's throats.” A tin-industry 
. source said politicians were "living in 
| cloud-cuckoo land." Some felt that by 
. adjourning for a week the ITC had not 
— shown a proper sense of urgency. 


— 9€ ww > Il n 
> t , +4 
- af T cJ - a —— "M 
^ — 4 b - g= * J ^ r gc 
uj x ~ " » å ` 1 
= Ie; <> if, Ait SO X ` 


Japan increases protection of foreign trademarks j 
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trademarks of products as yet unavaila- 
ble in Japan. 

Secondly, and most important, the 
interpretation allows that "known" can 
mean "known overseas." Until now a 
foreign company has had to prove that 
the trademark it seeks to register is well 
known to Japanese consumers. Some 
foreign companies cannot, demonstrate 
that recognition because they are unwil- 
ling to market in Japan before their 
trademarks are approved. — 

A concession also has been granted 
to the estate holders of deceased celeb- 
rities. Previously, as soon as a celebrity 
died, his name and image were available 
for commercialisation. Under the new 
rules, permission from the estate must 
be obtained for deaths since 1900. 

A peculiar feature of this liberalisa- 
tion is that it has not been publicly an- 
nounced, possibly so as, not to an- 
tagonise some, sectors of Japanese in- 
dustry which may feel the concession is 
too generous — the office has declined 
to explain the silence surrounding its 


Cold-war melting point 
The tin crisis appears to be coming to a head 


By James Bartholomew in London and James Clad in Kuala Lumpur 


The same day, Trade and Indust 
Secretary Leon Brittan said the Britis 
Government was ready to meet its own 
share of the ITC's commitments. But 
since Britain is only one of 22 govern- 
ments involved, this did not go very far 
towards solving the crisis. Also that day, 
the 16 creditor banks of the ITC met and 
appeared to have some success in com- 
bining. 

Meanwhile, LME chairman Jacques 
Lions appealed to British Prime Minis- 
ter Margaret Thatcher to intervene. 
Some in the LME are convinced that the 
reputations and futures of the City of 
London and international organisations 
in general hang in the balance, hence 
this attempt to raise the political stakes. 

On 8 November, the LME met and 
decided to continue the suspension until 
18 November. But its statement was 
phrased in such a way as to suggest de- 
termination that the suspension would 
end on that date. 

David Williamson of Shearson 
Lehman American Express, the leading 
analyst of the tinmarket, says “teams of 
lawyers are flocking in” for the coming 
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mal and private meeting on 31 October 
to explain the new interpretation. 

Although the concession by the pa- 
tent office is seen as a welcome change 
of bureaucratic heart, it has by no 
means solved all of the trademark-regis- 
tration barriers that foreign companies 
confront. Terence Oliver, director of 
trademark consultants Interbrand 
Japan Inc., maintains that as long as 
Japan bases its registration on a system 
of priority rather than usage, foreign 
companies will find that the trademarks 
they attempt to register will, in many 
cases, clash with registrations made by 
Japanese companies. 


qu is because Japanese companies 
have registered a total of about 1.6 
million (more than double the number 
on record in the US) trademarks which 
they can, and often do, maintain with- 
out supporting products. The rule of 
thumb appears to be, if you think up a 
good trademark, file it before another 
party does. Marushin Foods Co. went 
one step further in. 1971 when it 
shrewdly bought two separately regis- 
tered trademarks, one “Mac” and the 
other "Burger" from their Japanese 
holders and combined both marks into 
“MacBurger.” McDonald's Corp., 





battle. The lawyers advising banks and 
brokers involved in the sorry affair are 
likely to examine the legal status of the 
ITC with a view to deciding which per- 
sons or organisations or governments 
they could sue to get their money back. 
Some minor skirmishing has already 
begun. The Amalgamated Metal Corp., 
one of the major LME brokers, gained a 
temporary injunction to prevent the 
ITC from selling tin. 

Getting money back from the ITC 
could be a slow and difficult process; if 
so, some LME brokers could face finan- 
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its operations 
Japan the same year, took legal action 
and won, but only after 10 years of liti- 
gation. 

And the rub is that many of the 
marks registered by Japanese com- 
panies are now English ones. Even if the 
trademark is denoted phonetically in Ja- 
panese, an English s lling of a foreign 
— trademark will be ruled in 
conflict if the pronunciation resembles 
that of the Japanese mark. 

“It is still very difficult to find an 
available English mark in crowded 
categories, particularly automobiles, 
pharmaceuticals and cosmetics,” Oliver 
says. “You have got two choices: file a 
trademark application and go ahead 
and market the product at the risk of 
examiners turning the mark down, or 
play it safe and not market your product 
for the three or more years it takes for 
your trademark to be examined and ap- 
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cial difficulty. This is why brokers are 
short of business. Some people are ap- 
prehensive about entrusting their 
money to a broker who may have been 
financially weakened by the tin crisis. 
According to one broker's guess, turn- 
over on the LME has halved in the past 
two weeks. 

Meanwhile, the crisis is causing 
much anxiety in Malaysia. While re- 
signed since 1982 to progressively 
harsher ITC production quotas, most in 
Malaysia's predominantly Chinese tin 
industry had reluctantly accepted them 
as the only way to survive. The ITC con- 
trols until last month had sustained 
prices despite non-ITC producers tak- 
ing a free ride by producing as much as 
they could sell. In 1984 Malaysia earned 
M$1.16 billion (US$479.3 million) from 
smelted-tin exports — it would have 
been much less without the ITC. But 
dissent over the wisdom of staying 
in the ITC has grown and since the 
LME debacle this has reached a cres- 
cendo. 


Pu Minister Datuk Seri Mahathir 
Mohamad reportedly displayed irri- 
tation at a 6 November cabinet meeting 
about prolonged ITC wrangling; as the 
largest tin producer (and therfore. the 
largest contributor to ITC levies), Ma- 
laysia this year has already paid in a re- 

rted M$100 million to support the 

C buffer stock. But, despite the ITC 
safety net, its quotas have vastly in- 
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proval normally takes about six months. 
Another problem results from Japan 
neglecting to standardise its trademark 
categories to match those used by other 
arties to the Madrid International 
rademark Treaty. Japan employs 32 
categories of registration in a system 
under which several companies can own 
the same trademark, provided their re- 
spective categories of registration do 
not conflict. Applicants must be careful 
to file in* the correct and similar 
categories to stop a competitor register- 
ing the same trademark. With this in 
mind, Max Factor and Co. has regis- 
tered some of its big cosmetic brand 
names even as medical products. 


t the 31 October meeting, patent 
officials, according to foreign pa- 
tent attornéys present, appeared sin- 
cere in saying they would instruct patent 
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creased the closure rate of mines (both 
dredging and gravel-pump operations): 
of those in operation in 1980, fewer than 
half survive. By June their number had 
dropped again, from 512 to 458. 

Although the Mines Department 
said on 7 November that no mines had 
closed since the LME episode, industry 
voices said at least gravel-pump 
mines would have to close, throwing 
8,000 miners out of work, if the govern- 
ment did not provide fast relief. Many 
mines have stopped all sub-contracted 
work. All of them — plus smelting com- 
panies, local contractors, banks and an- 
cillary industries — have debts only a 
re-opened market will allow them to 

ay. 
i This resulted in a short-lived plan at 
the end of October by Malaysia's two 
smelting companies, Datuk Keramat 
Smelting and Malaysian Smelting 
Corp., to resume tin buying — an 
episode exemplifying doubts about the 
industry's fundamental resilience. With 
miners desperate to sell ore at firesale 
ton and smelters equally keen to keep 

usiness flowing, the companies offered 
M$23 a kg, comparéd to the Kuala 
Lumpur Tin Market's last quoted price 
of M$29.50 on 24 October before it, 
too, suspended trading. 

After heavy government pressure 
the smelting companies shied off, hours 
from the planned start of trading on 7 
November. Shortly afterwards the two 
firms stopped even part payments to the 
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list of about 860 rejected applications to — 
show they protect foreign trademarks. 

The failed Japanese applications in» 
clude names such as Ferrari, Ford, Rolls. | 
Royce, Max Benz, Washington Post, 
Prince Albert, King of Kings, Prenatal, 
Oxford Univ Sports Club, Guiness — 
Book and Cleanex. Playboy and Pent - 
house had been continuously filed and" 
rejected. Alert Japanese examiners had 
even spotted a deviant spelling, 
Playbuoy, and rejected that too. 

Foreign companies wishing to sell 16 
Japan are focusing more attention on 
trademark registration, partly because - 
in some cases trademarks provide better 
protection than patents. In addition, © 
while trademark approval can take as ` 
long as three years, it often takes t 
four to six years to get a patent ap- 

roved, compared with about two years 
in the US. Thisisa trade barrier that dis- 
courages foreign companies from re- - 
leasing products in Japan and also in- 
hibits joint ventures because, in many — 
cases, it is the foreign company that pro- | 
vides the ideas, designs or inventions 
and the Japanese concern that puts up 
the capital — Disneyland and Bruns- 
wick bowling, for instance. 


mines. The decision to spike the smelt- f 
ers’ plans was not easy, but the ITC's | 
objections have merit: the smelters’ ef f 
fective 32% drop could become a bench- 
mark price for the LME, which would | 
saddle the ITC's buffer-stock manager | 
with huge losses when trading resumes. 

The difficulty of moving tin hits the 
biggest mine company, MMC, worst of | 
all. With 56.11% owned by bumiputra- 
equity institutions Permodalan Nas — 
sional Bhd and Amanah Saham Na- 
sional, publicly listed MMC has pros- — 
pecting, smelting and marketing in- 
terests. It also servers for gold, lead, - 
zinc and copper in Malaysia, gold in- 
southern Thailand, coal in Sarawak and — 
diamonds in Western Australia. De- 
spite these strong diversification moves - 
it still is mainly hostage — as MMC chair- | 
man Tan Sri Nasruddin Mohamad | 
acknowledged in July — to tin. 

Even before the LME collapse, 
MMC had closed down 20 of its 41 tin 1 
dredges after a build-up of tin stocks at. P 
the mines had cramped the company's | 
cash flow beyond tolerance. The com- | 
pany now runs at 51% capacity; mean- P 
while, interest costs on borrowings have - 
had what Nasruddin called “a strongad- — 
verse impact” on MMC's pre-tax pro- 
fits, which dropped to M$63.4 million " 
for the year ended 31 January, down T 
10%. Now that the tin market has | - 
ground to a halt, analysts are wondering E 
p= 









what further retrenchment — or bor- 
rowing — MMC can undertake. | 
"a 
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y Hamish McDonald in Sydney 

alaysian corporate raider Lee Ming 
WE Tee has penetrated the defences of 
vustralian security and fire- -protection 
roup Wormald International, with the 
urchase of a major share parcel = put 
ng the first blue-chip company into hts 
ddly assorted Australian stable. 

Lee's Sunshine Australia had built 
stake in Wormald to the 19.9% take- 
threshold set by regulation before 
ouncing an offer of A$4 a share for 
+ remaining — valuing the com- 
ny at A$324 million (US$218.9 mil- 
) and conditional on gaining accept- 
for 90% equity. Almost im- 
diately, rival empire-builder Ade- 

de Steamship handed over 13 mil- 
shares equivalent to 16% equity, 

ig Lee effective. control of Wor- 





Just as quickly, Lee found himself 
i in controversy and under 
uliny from the National Companies 
d Securities Commission (NCSC). 
hat 16% share parcel had been the 
jaximum Lee could buy on-market 
20% of outstanding capital) before. 
nder takeover rules, his offer automat- 
ally became unconditional. 
. What was brought to the NCSC's at- 
sation was a simultaneous sale by 
delaide Steamship of its remaining 
^» Wormald stake to Hong Kong 
cau International Investment Co. 


f «d listed vehicle’ in HonekonE, Sun: 
€ Pacific, has a 2% holding and on 
se board Lee sat until a month ago. 

HKMII Macau managing director 


X 4b 
(US$19.5m) 
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. Malaysian corporate raider stalks an Australian firm 
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K. P. Chao has sat on Wormald’s board 
since the two companies formed a joint 
venture mid-year to promote trade with 
China. HKMII has not made its attitude 
to Lee's bid known, but it.will be impor- 
tant in deciding whether Lee gains 90% 
of the target. The. only c 
critical size is the 14.5% held by the 
Australian Mutual Provident Society. It 
too is holding fire, but indicated some 
approval of Lee recently by taking up 
4.7% of Sunshine Australia itself. 

For its part, the Wormald board has 
tentatively run up the white flag. It de- 
clared Lee's offer price "fair and rea- 
sonable” but said it could not recom- 
mend acceptance because of the 9096 
minimum-acceptance provision and the 
lack of an offer for 5 million convertible 
notes and 640,000 preference shares. 
Sunshine has not removed its condition, 
but has said it would buy notes and pre- 
ferences once past 9096 of ordinary 
shares — an extra A$24 million at full 
conversion. 










ee has shown an extraordinary abi- 

lity to raise funds from the Austra- 
lian public since buying Sunshine in 
May 1984, with share issues totalling 
A$60.9 million. He prefaced his Wor- 
mald bid with an issue of options worth 
an immediate A$47 million and a 
further A$70 million when exercised 
over the next three years. Sunshine said 
it had secured a credit line for the bid 
totalling A$292 million from BOT Aus- 
tralia (a Bank of Tokyo subsidiary). 
Security Pacific Australia, National 
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Sales of newbuildings — — Thought dividend for 
full year will be maintained at v4. 


Full i-year profit (parent — forecast to fall to ¥7.3b 
from ¥22.51b while sales to increase to ¥836. tb from 
Y827. 22b. 


Better-than-anticipated profits. partiy reflected lower 
financing costs as interest rates declined. Proposed 
HK$800m capitalisation of reserves by one- -for-tive share 
issue. - 


Tighter central-bank accourühg re requirements partly 
responsible for lower profit figura. 


Trading income slipped | in. second half but equity i income 
, continued to rise faster than borra | 


versity, | da ste | 
in Kuala Lümpuri in the 1970s, and waso 
for a time managing director. of 
Trengganu Development and. Manage- 
ment. With Australian residency status, 
he has assembled controlling, - inter- 
linked interests in six listed companies 
aside from Sunshine, including car-park 
manager Enacom, engineering firm 
Abignano and heavy-equipment dealer 
Hastings Deering Corp. 
Earlier this year, Lee made a bid for. 
387e of Australia's best-known prop- 
erty group, Hooker Corp., provoking a 
— defence (SHROFF, REVIEW, 24 
Jan.). Sunshine got as far as 30% before 
the NCSC condemned as “unacceptable” 
a purchase of shares from the little- 
known firm Agape of Hongkong, whose 
ownership was traced back to a Liberian 
bearer-share company. The commis- 
sion dropped the case after Lee sold out 








to New Zealand interests, reaping ¿ an 


A$14.6 million capital: profit. 

An ally is Tan Pee Cee, principal i in 
Singapore's Industrial and Commercial 
Bank, who sits as Sunshine's chairman 
and director of other group companies. 
Lee also claims special access to 
Chinese authorities, though some Syd- 
ney business sources say he has taken 
credit for initiating ventures that in fact 
were already under way before he 
joined them. Some introductions are 
said to have come from Wu Ar-ling, 
daughter of a former. high official in 
China, who works at Sunshine head- 
quarters in Sydney. 

With Wormald, he. gets control of a 
highly regarded company that ranks 
88th among Australian firms in profita- 
bility, with an A$25 million net profit in 
the year to 30 June on sales of A$964 
million. 
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Index on the cards 


Simex considers a new contract based on local stocks 


By V. G. Kulkarni in Singapore 


he Singapore International Mone- 

tary Exchange (Simex) is studying 
the feasibility of introducing a new fu- 
tures contract based on the local 
stockmarket index. The move comes 
after a year of sluggish trade on the 
fledgeling Simex and it follows the post- 
ponement of a plan to trade the Nikkei 
225 stock index. 

Simex has formed a committee to 
draft a proposal on the local stock-index 
contract for approval by the Monetary 
Authority of Singapore (MAS), the 
statutory body which oversees Simex. 
Getting the MAS' permission should 
not pose problems as the issue appears 
to have been agreed upon in principle 
and the Simex chairman, Ng Kok Song. 
is also a senior official of the MAS. 

Trading guidelines and contract 
specifications have yet to be worked 
out. According to Simex sources, the 
most likely index to be chosen is the All 
Shares Index of the Stock Exchange of 
Singapore (SES). This index is prefer- 
red to the more popular Straits Times 
Industrial Index, as the latter is the un- 
weighted index of 30 major industrial 
stocks while the former is the weighted 
average of all the 340 listed shares on 
the SES. Corporate members of Simex 
appear confident that the trading of the 
local stock index could begin by the sec- 
ond quarter of 1986. 

The Nikkei 225, which had been 
under consideration since early this year 
and was planned for trading by the sec- 
ond quarter of 1986, was postponed 
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owing to technical problems related to 
the transmission system to send updated 

rices from Tokyo. In May, the Chicago 

lercantile Exchange (CME) signed an 
agreement with the Japanese news- 
paper Nihon Keizai Shimbun for exclu- 
sive rights to the trading in futures based 
on the latter’s Nikkei 225 index. 

Simex, which is linked with the CME 
under a mutual-offset system, has sub- 
rights for the Nikkei index. Under the 
mutual offset system, Simex currently 
offers. three contracts: Eurodollar, 
Deutschemark and yen. Gold futures 
are also separately traded on Simex. 

Despite the optimism of Simex offi- 
cials, the trading community here has 
felt that the Nikkei futures may not find 
favour among speculators because the 
Japanese market is not widely followed 
in Singapore. Yen currency contracts 
here have languished for lack of in- 
terest. Moreover, Japanese firms are 
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: and Canada and 14 European countries. Figures are for the week ended 9 Nov. 
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foreign-based subsidiaries of Japanese 
firms can. While subsidiaries of Japan- 
ese firms in Singapore Have taken seats 
on Simex, their interest in trading has 
been less than enthusiastic 

Although the local stock index will 
have more attraction for Singaporeans 
than the less-familiar Nikkei, the prob- 
lems of Simex arise mainly out ol the ab- 
sence of a strong base of local individual 
speculators who trade on their own ae 
count. Of the 129 locals on Simex, only 
a dozen are known to be regularly active 
— with most of them losing money — 
while others have merely held om to 
their seats as an investment 

Trading on Simex has averaged 
around 2,000 contracts, despite. some 
occasional spurts, and most of the vor 
ume has resulted from deals made on 
the CME being covered later on Simex, 
leaving little for deals arising out of the 
local Simex pits 

While the Simex management has 
tried to encourage trading through local 
promotions, seminars and mock educa 
tional contests, the response has been 
poor. Generating more interest m 
Simex is among the government's list of 
measures to boost the financial sector, 
in particular the capital markets. The 
authorities hope to pump liquidity into 
the sluggish stockmarket bv allowing 
the use of funds from the Central Provi- 
dent Fund (CPF, the national retire- 
ment fund), part of which may also be 
channelled into the purchase of bonds 
and treasury bills 

More active stock and bond markets 
could in turn raise interest in stocks 


index futures on Simex, the authorities 
seem to reason. Some analysts maintain 
that the impact of the infusion of CPF 
monies into the securities market would 
not be substantial and the effect on 


Simex would be still more marginal 
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| prospects o 
_ | HONGKONG: Buoyed by rumours of company 
_| takeovers and mergers, and the publication of bet- 
"ml — — profits of China Light and 
Power, the Hang Seng Index soared to a four-year 
_ | high to close the period at 1,722.4. Analysts be- 
— | lieved that market sentiment would be bullish 
— | enough to carry prices much further up, though 
| technical corrections in the coming days could not 
— | be ruled out. Trading rose to an average daily 
—] HK$366.26 million (US$47 million). On the last 
EI day of the period, some rumours materialised with 
| electronics company Evergo Industrial Enterprise 
3 . making a bid for two other listed firms. 


.| TOKYO: The Dow Jones Average stabilised in 
- | the 12,800 range, ending the period at 12,821.26 
si points. Losses incurred by investors on the newly 

| opened bond-futures market have created a cauti- 

] ous atmosphere in the stockmarket. Blue chips 

| early in the period held recent advances, but 
| began to slip amid fears that the strong yen would 
| hurt electronics exports. Daily average trading 
| volume fell to 275.6 million shares. Medicines as- 
. sociated with possible cures for the Acquired Im- 
| mune Deficiency Syndrome became a sub-theme 
| for Japanese pharmaceutical issues. 
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| AUSTRALIA: A sharp jump in the price of Bro- 
| ken Hill Proprietary Co. (BHP), in the last two 
| days of the period turned markets around from 
| their downward slide. Robert Holmes à Court's 
| 
i t picking up the bulk of BHP turnover on 11 
- Nov. His own companies and ally Adelaide 
Steamship were also spurred higher, as the All- 
- Ordinaries Index showed one of its sharpest-ever 
- one-day gins of 19 points. Over the Deed the 
- index added 16.1 points to finish at 1,031.6, only 
Bros short of its record. The weakening Aus- 
tralian dollar gave a renewed burst to resource 
|. stocks and the All-Resources Index gained 26.6 
- points to 665.2. 
| NEWZEALAND: The market drifted lower during 
| the period mainly as a result of bearish economic 
|| sentiment. Comments by both the finance minis- 
ter and the New Zealand Institute of Economic 
_ Research about the outlook for the economy indi- 
- cate a tough time ahead for many companies. Al- 
| ready the effects of high interest rates, the strong 
| focal dollar and slowing domestic activity are 
| Starting to show as some companies announce 
| poor interim results. 


4i 
jn LUMPUR: The market performance was 
| mixed, with values rising slightly on thin trading 
| before dropping away on the final day of the holi- 
— | day-shortened period. Daily trading, averaging a 
— | thin 14.4 million shares worth M$36.7 million 
| (USSIS.2 million), reflected continuing caution 
. |. about economic prospects in the wake of the tin 
A í market collapse and softening prices of other com- 
4 ^ ~ making " half the period's top 10 losers. Some 
E counters bucked the trend. Most analysts pre- 
) 


dicted continuing sideway movement as investors 


modities. Tin listings, not RUPOSBEY, did poorly, 
| wait out the political uncertainty in Sabah and the 
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- Bell Group increased its interest in BHP to 14%, 


impending assembly (on 24 Nov.) of the faction- 
ridden Malaysian Chinese Association. 


SINGAPORE: A rally on Wall Street, raising 
hopes of an upturn in the US economy, and a de- 
layed reaction to the liberalisation of investment 
from the Central Provident Fund gave a shot in 
the arm to the market. Fraser's Industrial Index 
notched up 126.92 points to close at 4,300.22. The 
rise was reflected mostly in Singapore-based blue 
chips. The daily average turnover in the holiday- 
shortened period was 16.62 million shares. 


BANGKOK: Most stocks closed the period lower 
in sluggish trading. High interest rates and tight- 
ening liquidity contributed to the depressed senti- 
ment. Banking counters withered under heated 
debate on the draft of an amendment to the bank- 
e aet, The Book Club Index closed the period at 
130.09, down 1.66 points. Thai Iryo bucked the 
trend on the back of an announcement of good di- 
vidend payment for its second half. Thai Tin Plate 
led the losers. Total turnover amounted to 1.16 
million shares, valued at Baht 272.07 million 
(US$10.3 million). 


SEOUL: The market gathered steam, helped by 
an announcement from the finance minister that a 
local company will be permitted to issue converti- 
ble bonds overseas this year. The composite index 
rose 2.56 points to 143.64, while average daily 
trading volume eased to 20.26 million shares, 
down 2.87 million from the previous period. 
Brokers drew confidence from the broad sweep of 
buyers and the strength of the companies selected 
— the main gainer was Hyundai Motor Co. — 
rather than underpriced, speculative issues, such 
as construction shares. 


MANILA: The total value of transactions soared to 
P966.9 million (US$51.6 million), of which 
81.5% represented a deal on 6 Nov. involving the 
purchase of all shares of Insular Bank of Asia and 
America by the Philippine Commercial Interna- 
tional Bank. The takeover follows the current 
trend in the Philippines towards bigger financial 
institutions, upon the prodding of monetary au- 
thorities. However, the commercial-industrial 
and mining indicators ended with losses of 5.52 
and 6.77 points to 170.52 and 692.40, respectively, 
while the long-idle oil gauge moved up by 0.031 to 
0.810. 


TAIPEI: The market jumped 22.57 points on the 

riod to close at 793.48, drawing closer to the 

-level psychological barrier. Investors were 
heartened by the NT dollar's continuing decline, 
along with the US dollar, against other major cur- 
rencies. Plastics and textiles shares did particu- 
larly well, with their indices jumping 5.6?5 and 
7.5% respectively. Trading volume continued to 
be heavy, with daily transactions averaging 
NT$1.55 billion (US$38.8 million). The market's 
expectation that the government will soon drop 
interest rates on bank savings again is boosting 
small investors' interest, pushing up trading vol- 
umes. 
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A volatile world demands 
sophisticated foreign exch Mange dealin | 
ovide sıl, 


As fluctuating exchange rates continue to put in financial futures, interest rate swaps, Currency 
pressure on corporate profitability, changing patterns swaps, and other related activities. 
of trade are underlining the need for specialist * GIB's dealing network, operating round the 
expertise in the currencies of the Gulf countries. Seams clock from offices in Bahrain, London, New York 

As a major dealing force in the world-wide and Singapore, is just one of a comprehensive 
foreign exchange market, GIB offers some very range of commercial and merchant banking 
special advantages for companies dealing in Gulf services through which GIB provides solutions 
currencies. GIB can also service your requirements whatever the problem. 


Gulf International Bank B.S.C. 


Bahrain: Al-Dowali Building, King Faisal Highway, P.O. Box 1017, Manama, Bahrain 
London: 2-6 Cannon Street, London EC4M 6XP 
New York: 499 Park Avenue, New York, NY 10022 
Singapore: Unit 1101-1106, Shell Tower, 50 Raffles Place, Singapore 0104 
Cayman: c/o 499 Park Avenue, New York, NY 10022 


GJB- The Tnternational Bank of the Seven Gul States 








Scania. The name that stands out. 


Within the Scania range there is a truck tailored kind of expertise that has made a Scania what 


precisely to all needs within medium-heavy it is today. Rugged, reliable, fuel-efficient, 
and heavy transport. A truck researched, strong, safe. Remember, when it comes to tota! 
designed, developed and built to the most economy, one name stands out. Scania. 


exacting standards created by man, com- 
puters and advanced technology. It is this 
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SCANIA IMPORTERS Korea Singapore 
Saab-Scania Liaison Office Scantruck Engineering Pte Ltd 
Hongkong Room 308. Daekwang Bldg 26 Tuas Avenue 8 
Swedish Motors Ltd 7—15, Nonhyun-Dong Singapore 2263 
19 Wong Chuk Hang Road Kangnam-Ku. Seoul 
herrieen . 
"eroe Malaysia Saab-Scania, Scania Division 
indonesia Scandinavian Motors Sdn Bhd South East Asia Regional Office 
PT Harapan Mandiri Utama No. 5 Lorong SS 13/3C 354 Orchard Road, 08-03 Shaw House 
Jalan Pangeran Jayakarta No. 32D—E Subang Industrial Estate Singapore 0923 


Jakarta Pusat Subang Jaya, Selangor 





Taiwan 

Forefront International Ltd 
8th FI. Formosa Plastics Bldg 
201 Tung Hwa N Road 

Taipei 


Australia 


Saab-Scania Australia Pty Ltd 
34 Glenbarry Road 
Campbellfield, Vic. 3061 





ELTE 


Write to your local importer or mail this coupon to f } 


Saab-Scania, Scania Division \ 

S-151 87 Sédertalje, Sweden Scan? 
SR Please send further information about the Scania 

range of commercial vehicles to: All the signs lead to Scania 


avian Motors Ltd 


x 6240 


"-— Saab Scania Scania Division 
Södertälje, Sweden 
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Faster than 


a Speeding Bullet... 
Hotter than 
the Earth’s Core... 
Able to Melt Particles 
ina single last... 

















; a Superprocess ... plasma ejected from 
nozzle in blasts that travel over 5,000 m/sec. 
aching temperatures over 10,000°C, it's even 
tter than the surface of the sun. Plasma, with 
intense energy and unlimited potential, is 
erred to as “the fourth state of matter.” At 
ppon Steel we're using it in high-temperature 
plications research to melt metal or ceramic 
rticles and deposit them onto materials which 
ən acquire entirely new surface functions. This 
just one example of how intensive R&D efforts 
2 producing a variety of Superprocesses 

d Supermaterials. 

At Nippon Steel we're also applying advanced 
xctronics and information technologies to bring 


Blasting Plasma to Create New Materials 


about greater efficiency in steelmaking. And 
we're developing the latest steelmaking 
technologies to improve productivity. That's 
because, as an integrated materials manufa 
turer, we recognize the continuing importance 
of steel as a super-basic material. Super in 
strength and workability, as well as in 
availability, cost, and range of applications 

For both traditional and advanced industria 
materials, and for Superprocesses and Super 
materials, users worldwide rely on our qualit 
and innovation. 

That's Nippon Steel — the company that 
looking toward the 21st century to meet 
the diverse needs of industry today. 





NIPPON STEEL 





Tokyo, Japan Telex: 22291 








* 
fidü'ciary (-sha-), a. & n. 
trustee(ship); held or given in trust; (of 
paper currency) depending for its valuo 


on public confidence or securities. 


71 
1. Of trust or 


2. n. 


Trustee. [f. L fiduciarius (prec., -ARY x9) 


L. 


The Oxford English Dictionary defines 
"fiduciary" as an adjective describing mat- 
ters relating to “trusts and trusteeships". 


That is to say, when someone grants 
someone else the right — and the 
responsibility — to administer his or her 
assets. 


It also means. the person who holds a 
trust == - the trustee, 


"principal Subsidiaries 

Singapore: 

Asiaciti Management Pte Limited 
140 Cecil Street 412-02 


Asiaciti Trust Coripany limited 
3rd Floor, Lo Lam House — 
Kumul Highway, Port Vila 
Vanuatu 

Telex: 1034 LANDMK NH 


Telephone: 2082/2294 PIL Building 


Singapore 0106 
Telex: RS 20714 ACTMAN 
Telephone: 2248366 


Hong Kong: 

Asiaciti Administration T 

3rd Floor, Landmiark East 

12 ice House Street, Central 

Hong Kong 

Telex: 75397 ACTAD HX 
Telephone: 5-263305/210319 


d 


But the full meaning of. “fiduciary” also 
embraces qualities essential in a. rela- 
tionship of trust — experience, expertise, 
confidentiality, accountability — qualities 
which Asiaciti Trust applies in providing its 
clients with a full range of naudary 
services. 


What the OED can't tell you boat 
“fiduciary”, Asiaciti Trust can show you. 





Sydney: - — 

Asiaciti Corporate: Services Pty Limited 
7th Floor AMP. Centre 

50 Bridge Street, Sydney 2000 . 

Australia . ^. 

Telex: AA176281 ACTCOR- 

Te lephone: 02- 221 SM, 





Plane Perfection. 





capability: 4 LD-3 containers or 








or cargo, an yadi g/ui | ‘containered " x 125" pallets or 5,000 Kg. (11023 Ib.). 
baggage is easily effected. of bulky cargo. 


CASA-NURTANIO | 


For further information: Construcciones Aeronauticas, S. A. Rey Francisco, 4. 28008 Madrid. Spain. Phone 248 53 09. Telex 44729. 
Or contact: P. T. Nurtanio; BPP Teknologi Bid., JI.M.H. Thamrin 8, Yakarta, Indonesia. Telephone: 322 395. Telex 44331 ATP. JKT. 





In Singapore 
even our smallest guest receives 
our fullest attention 


A small thing... A special touch... 


The New Otani is a big city hotel with all the facilities and 
services you’d expect of a 5-star hotel. But 
with 400 rooms, we're small enough to devote 
special attention to the smallest details (even if 
they're 3 feet tall and weigh all of 60 pounds!). 






'———————— 


On the banks of the historic Singapore River 
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HOTEL NEW OTANI SINGAPORE 








177A River Valley Road Singapore 0617 
lel: 3383333 Telex: RS 20299 Sinota 





For reservations and information, please contact The New Otani International Sales Offices 
Reservation can also be made through Utell International. Int'l Airlines or Travel Agents throughout the world. 





Subscribe now 


and ensure your copy each week. 
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JETSPEEDED RATES 















ndonesia | USS17 5 U5$32 0€ USS58 Oo 
apar v6.750 00 v 12 400 00 v 0 
Maiays | MS$3900 | M$7!50 M$130 0 
Nepal - | US$1900 US$35 0 S$64 0 
Pakata | Hs 237 00 Rs 435 Of Rs 790 O 

Philippines US$14 50 US$27 0t 5849 
ngaport S$37 50 SS$68 50 $6125 00 













3 months 6 months 






US$19 50 
£18 50 
AS2' 00 












..- plus the Asia Yearbook 


Make the Asia Yearbook part of your Review 
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ccording to the 1906 Gazetteer of 

Baluchistan, the District of Chagai 
"derives its title from Chagai, a village 
on the western border of the Lora 
Hamun [a salt lake] and local tradition 
attributes the origin of the name to the 
number of wells or chahs which are said 
to have formerly existed in the area." 

The village of Chagai still exists, as 
does the district, but the Gazareer's 
painstaking compilers would be hard 
pressed to recognise the former's sur- 
roundings which now consist of 16 re- 
fugee camps for Afghans who have fled 
across the nearby border. There are two 
other camps in the district and the total 
of refugees is approximately 118,000 
which — considering Baluchistan's tiny 
population of some 4 million — is a con- 
siderable imposition on an area that can 
barely support its own tribes. 

Given that there has been no rainfall 
for three years — and that a good year's 
fall is only about three to four inches — 
it can be appreciated that life in Chagai 
is neither green nor particularly plea- 
sant, and that the influx of refugees is 
beginning to cause strains, albeit minor 


Afghan refugees: wearing out their welcome. 


at the moment, between them and the 
indigenous population. 

One problem is that while the area's 
tribes welcomed their fellows from 
across the border (along which it ts im- 
possible to impose crossing control), they 
did not expect their stay to be either 
lengthy or to have a direct effect on their 
well-being. The refugees have now been 
in the area for more than five years. 

The Pakistan Government has ex- 
cused the Afghan refugees from pay- 
ment of taxes which is a reasonable, 
hostlike and indeed commendable ac- 
tion. After all the government did not 
expect that the refugees would be able 
to indulge in entrepreneurial activity to 
an extent that would impinge upon local 
businesses. Unfortunately many Af- 





LETTER FROM CHAGAI 























ghans have proved 
themselves to be astute 
businessmen — helped, 
of course, bv a tax-free 
ride. And one main 
venture in which the re- 
fugees have involved 
themselves is in provid- 
ing rides. Their entry 
into the transportation 
field has proved lucra- 
tive — at the expense of 
local contractors. 

It would be ex- 
tremely difficult to in- 
troduce legislation re- 
quiring payment of 
taxes. The lawyers would make fortunes 
arguing over the legal niceties, and the 
refugees would complain loudly and at 
length concerning such evil action. 

The trouble with refugees in general 
is that they begin by feeling enormously 
beholden to their unfortunate benefac- 
tors and end, almost inevitably, by com- 
plaining that not enough is being done 
for them. 

At one tribal meeting, in reply to an 


BRIAN CLOUGHLEY 





impassioned plea for an increase in the 
allowance that the Pakistan Govern- 
ment pays to all Afghan families, it was 
pointed out — perhaps with more force 
than tact — that were the refugees to 
have arrived only a few miles away, in 
Iran, there would be no payment of an 
allowance, no tax-free status, and a 
great deal of barbed wire surrounding 
their temporary homes. 

Chagai, having been an insalubrious 
area for as long as human memory has 
coped (“a barren and desert country”), 
remains a region devoid of gentleness 
and modernity. The inhabitants, how- 
ever, are hospitable and as honest as 
any other citizens. It is still possible for a 
woman to walk unhindered in the 
wastes — but, of course, this means that 








contraband can, wit 
impunity, be truste 
to womenfolk whos 
inviolability extend 
beyond the laws a 
exemplified by femal 
“searchers” at airports 
And it is smuggling tha 
remains the bane of th 
lives of the long-sufter 
ing district commission 
ers and their assistants 

It was asked, rathe 
ingenuously, how s 
much use could b 
made of the main 
power that is bein 
brought to regions in which such a moc 
ern facility could hardly be a may 
priority for other than well pump: 
After the chuckles subsided it wi 
explained that mains power worke 
quite as well for Soviet-made ri 
frigerators as it does for other electr 
cally driven domestic appliances an 
that there was no shortage of fans an 
air conditioners stamped "made 
USSR." 

But the major benefit of electricit 
which is being brought in at great e 
pense from Punjab, is in assisting wat: 
reticulation. The desert can be made ! 
bloom, and the provincial and centr 
governments are spending vast amoun 
of money to assist Baluchistan in d 
veloping irrigation. 


ducation is receiving a high priorit 

but is being resisted by the feud: 
sardars or tribal barons who suspect — 
entirely correctly — that their influenc 
and power would be adversely affecte 
should their peoples be educated to 
point at which feudalism could begin t 
be questioned. With this in mind, som 
of the sardars have actually attempte 
to deal with the Soviets whose promis 
of tribal integrity in a "free" Baluchista 
cannot be taken seriously. One has on 
to talk with refugees to realise that trib 
freedom is rather low down the list « 
Soviet priorities and that the warpe 
reasoning of the sardars would be usc 
by the Soviets to fragment Pakist: 
rather than bolster the autocrat 
paramountcy which the government 
trying to break. 

While there are social problems 
Chagai as in the rest of Bafuchista 
there is a general feeling that modert 
sation, however late, can only assist tl 
tribes in improving their lives. The d 
posits of coal, copper and marble a 
being developed (though there is 
shortage of capital investment) at 
slowly but surely the region is reap 
the benefits of central government : 
tention. It will never be a paradise « 
earth, but social progress will go far 
thwarting Soviet designs in the Subco 
tinent. — Brian Cloughl 
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[LETTERS 
Unorthodox solution 

The COVER STORY and related articles 
[31 Oct.] correctly analysed the causes 
of the economic difficulties faced by the 
Filipino people. Unfortunately, it is 
quite clear that those who rule at the 
moment intend to cling to power indefi- 
nitely, despite the overwhelming evi- 
dence of their disastrous record in run- 
ning the country and their complete dis- 
regard for the well-being of the present 
and future generations of Filipinos. 

As everyone else agrees, this plays 
right into the hands of the communists 
who want to take over the country at all 
costs. A possible scenario is a replay of 
the events that led to the fall of Cuba 
and Nicaragua to Marxist regimes. 

The solution? I believe it lies with 
those who are today part of the power 
structure, but believe in democracy and 
are convinced that the only way to save 
the country from another form of dic- 
tatorship is by unorthodox means. 
Calabasas, California E. Villarin Corazo 


Gym ceremony 


Bruce Roscoe's article The taboo-bus- 
ter [5 Sept.] is a balanced one. How- 
ever, there is a misunderstanding that 
the Tenno, referred to as Emperor 
Hirohito tn the article, has commemo- 
rated the end of Japan's war at the 
Yasukuni Shrine — which is based on 
Shintoism — for the past 40 years. 
Actually he has attended the memo- 
rial ceremony for the war dead on every 
15 August. The ceremony takes place at 
the Budokan, a huge gvm, just opposite 
the shrine, and, more importantly, it is an 
unreligious one. 
Kobe T. Murooka 


Missing player 
Congratulations on your FOCUS [31 
Oct. | on telecommunications and office 
automation. However, the article 
Europe hangs on to its long telephone 
lead by James Bartholomew did not 
mention an important player in the 
Chinese telecom market: ITT's Belgian 
subsidiary, Bell Telephone Manufac- 
turing Co. (BTM). The company has set 
up the first telecom venture in China, 
together with the Postal and Telecom- 
munications Industrial Corp. and with a 
10% participation of the Belgian Gov- 
ernment. The Shanghai Bell Telephone 
Equipment Manufacturing Corp. 
started production on | October 1985, 
three months ahead of schedule. BTM 
is, moreover, installing two interna- 
tional telephone exchanges in Peking 
and Shanghai, that will go into service 
before the end of the year. BTM is also 
installing several local exchanges. 
Michel Lens 
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Quiet, understated luxury. 

Yes, the style and service 
for which Westin are renowned 
returns to Singapore — in 
exciting Raffles City, the 
crossroads of the business and 
shopping districts. 

The Westin Plaza will 
house the most tastefully 
decorated rooms in 
Singapore. Space and 
amenities will surprise even 
the most discriminating 
traveller. They include a fully 
equipped 24 hour business 
centre, a multi-tiered 
shopping promenade, and a 
» health and sports club with 
P? six tennis courts, four squash 
# courts and two swimming 
pools. 

Each of the eight 
restaurants and lounges will 
provide the finest dining and 
entertainment in Singapore. 
From Chinese and Japanese 
to Italian and French cuisine. 
As you'd expect from Westin 
— and The Hotel in 
Singapore. 
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significance of ‘the coup that failed’ for the government of Prem Tinsulanond 
and for the rapidly growing Democrat Party. Chief correspondent Rodney 
Tasker looks at:the impact of the latest insurrection on Thailand's friends and 


neighbours. Pages 34-40. 





Page 12 

The Philippine opposition, busily in- 
fighting, plays straight into the hands 
of President Marcos as he goes ahead 
with plans for a February election. 


Page 13 

Taiwan's opposition makes gains in 
local elections, but the KMT maintains 
its overwhelming grip on the reins of 
power. 


Page 19 

A visit to Malaysia by one of the Soviet 
Union's deputy prime ministers 
sparks off intense speculation about 
Moscow's motives. 


20 
The leaders of the Gulf states, while 
basically sympathetic to Iraq in its war 
with Iran, take as neutral a stand as 
they can to avoid retaliation. 


Page 23 

US congressional critics of a Sino- 
American accord on the transfer of 
nuclear technology and materials 
pass a resolution requiring presiden- 
tial assurances to Congress. 


Page 24 

Responding to foreign criticism, 
China introduces ‘flexibility’ into its 
tough population-control policy, vir- 
tually giving up the target figure set for 
the year 2000. 


Page 25 

Sino-British aviation talks end with 
China improving its already strong 
position on routes between British 
and Chinese destinations. 


Page 44 

Pakistan's opposition parties seek 
new alliances as the country prepares 
for an end to martial law. 


Page 54 

The US protectionist juggernaut rolls 
on as the Senate passes a controver- 
sial textiles bill, but it may be vetoed. 
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he abortive coup in Bangkok on 9 September — the 
15th such attempt in 30 years — demonstrated the de- 
| pressing fact that, for some Thais, direct military interven- 
| tion is still considered the only effective instrument of poli- 
| tical change. But the fact that for the second time in a row a 
coup attempt was defeated does lead to some optimism 
| thattheestablishment is strong enough to continue its slow 
| and sometimes faltering steps towards fully fledged demo- 
cracy. Bangkok bureau chief John McBeth and correspon- 
=| dent Paisal Sricharatchanya examine the continuing im- 
portance of the army and palace in Thailand and look at the 


Shanghai seeks ways to revive its | 


lacklustre economic performance as 
a regional-development plan proves 
Sticky. 


Page 58 
India sets course for vigorous growth, 
though some think it may be over-am- 
bitious. 


68-69 
Sri Lankan unrest throws budget 
plans out of kilter. In Papua New 
Guinea, the authorities aim to tap 
bank borrowing. 


Page 70 
Thailand brings in tough new banking 
rules — by royal decree. 


Page 79 

Dealers count the cost following the 
collapse of Japan's government- 
bond market. 


Page 80 

Creditors try to get to the bottom of 
the Tung shipowning group's moun- 
tain of debt. 
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Aquino verdict delayed 
by Supreme Court 
In a 9-2 decision, the Philippine 
Supreme Court issued an inde- 
finite temporary restraining 
order on 19 November, stop- 
ing the Sandiganbayan court 
om announcing on 20 Novem- 
ber its verdict in the Benigno 
Aquino murder trial. The ac- 
tion came in response to a peti- 
tion by the family of Rolando 
Galman, who the military 
claims assassinated the opposi- 
tion leader, and 29 prominent 
citizens asking the court to de- 
clare a mistrial. 

The petition claims that ir- 
regularities within the court 
and the reluctance of the gov- 
ernment prosecutor to investi- 
gate new evidence against 
armed forces chief of staff 
Gen. Fabian Ver (on leave 
pending the verdict), 24 other 
military personnel and one 
civilian charged with conspi- 
racy to murder Aquino and 
Galman are grounds for calling 
anewtrial. — Guy Sacerdoti 


Twelve-hour curfew 
follows Kedah killings 


A shooting incident believed to 
have been between police, a 
rominent village religious 
eader and armed members of 
the opposition Parti Islam, 
led to reports of civilians 
and members of the Police 
Federal Reserve Unit being 
killed and injured in Bex AES, 
Mali, near Baling. Kedah, 2 
km from the Malaysia-Thai 
border. 

Acting inspector-general of 
police Tan Sri Mohamed Amin 
Osman placed the surrounding 
district of Weng under a 6 
p.m.-6 a.m. curfew. Police said 
the situation was "under con- 


trol." — Suhaini Aznam 
Journal 
to court 


The Asian Wall Street Journal 
Bv to the Singapore 
igh Court on 18 November 
for committing contempt of 
court. The case arose from an 
editorial in the newspaper's 17 
October issue critical of the 
local judiciary and the govern- 
ment in their handling of a case 
involving opposition MP J. B. 
Jeyaretnam. 
Attorney-General Tan Boon 
Teik said: "The court should 
impose a sentence that 
adequately makes it clear to 


persons responsible for foreign 
publications that they should 
carry out their duty responsibly 
and in accordance with the 
law." Justice T. S. Sinnathuray 
reserved judgment after re- 
ceiving apologies from the law- 
yers representing four of the 
respondents the news- 
papers editor, publisher, 
printer and distributor. Coun- 
sel told the court that they 
were unaware of the contempt 
involved but conceded full 
responsibility for the edi- 
torial. 

Stephen Duthie, the fifth re- 
spondent and the newspaper's 
Singapore —— sub- 
mitted that he should be dis- 
charged from the proceedings 
as he had no part in the edito- 
rial in question. The attorney- 
general said that  Duthie's 
statement on the editorial-writ- 
ing process revealed “the irres- 
ponsible manner in which the 
Journal operates" in not check- 
ing vital facts with the corres- 
pondent based in the country. 

— V. G. Kulkarni 


UN tells Soviets to 

quit Afghanistan 

For the seventh consecutive 
year, and by a record vote of 
122-19 with 12 abstentions, the 
United Nations General As- 
sembly has adopted a resolu- 
tion demanding the withdrawal 
of Soviet troops from Af- 
ghanistan. The draft, intro- 
duced by Pakistan's foreign 
minister, was almost identical 
with last years, which was 
adopted by 119-20 with 14 
abstentions. — Ted Morello 


Seoul students seize 
ruling party office 


A group of 186 students from 
14 colleges in Seoul stormed 
and seized for six hours on 18 
November the Central Political 
Training Institute of President 
Chun Doo Hwan's Democratic 
Justice Party. While a rooftop 
Siege continued, riot police, 
helped by firemen, stormed 
into the building and ejected 
the demonstrators, shortly 
after they set fire to part of the 
sprawling complex. The fol- 
lowing day, Pak Bae Kun, the 
national police director, said 
that all the students would be 
jailed on multiple charges of 
assaulting officers, arson and 
violation of the law banning 
unauthorised street demon- 
strations. It was the second 
such student attack against 
the offices of the majority 
party in two weeks. 

— Shim Jae Hoon 


BUSINESS 


IMF to release funds 
to Manila after delay 
An IMF team visiting Manila 
has said it will recommend, 
after nearly two months’ delay, 
the release of the third of seven 
tranches of the Philippines’ 615 
million special drawing rights 
(SDRs. equal to about 
US$663.3 million) standby 
credit. Problems over a request 
for a larger budget deficit and 
implementation of reforms in 
the sugar and coconut indus- 
tries (REVIEW, 31 Oct.), were 
the main stumbling blocks. 
After the IMF board formally 
approves the release by mid- 
December, the SDRs 106 mil- 
lion tranche release will trigger 
the release of the third tranche 
of a US$925 million commer- 
cial bailout credit from the 
country's 483 creditor banks. 
The delays have in turn pushed 
back timetables for the signing 
of rescheduling agreements 
over public-sector debt. 

— Guy Sacerdoti 


Tin market remains in 
state of confusion 

With an 18 November date for 
the resumption of trade on the 
London. Metal Exchange 
(LME) having fallen through. 
the international tin market 
was still in disarray on 20 
November. Trade in Kuala 


RICHARD NATIONS 


Tin mine: disarray. 





Lumpur remained suspended, 
as did offerings by the US Gen- 
eral Services Administration. 
Creditor banks of the Interna- 
tional Tin Council and officials 
of the LME continued discus- 
sions in London, with one op- 
tion said to be a reopening of 
the LME on 25 November to 
allow closing-out of outstand- 
ing contracts. It has also been 
suggested that trading be re- 
stricted to cash transactions. If 





E 
the market were to be fully 
reopened, it is feared. prices 
would crash. , 

As for the tin producers, 
Thailand approved on 19 
November a proposal to lift a 
20-vear ban on exports of tin 
concentrate. The cabinet also 
agreed to temporarily waive a 
special tin-mining fee equal to 
2.5% of existing export royal- 
ties. Malaysia's two tin smelt- 
ers, meanwhile, reportedly re- 
sumed their advance payments 
to miners on 14 November — 
but at 30% of the last-traded 
price (M$29.50 a kg, or some 
USS12.11). rather than the old 
rate of 80%. Some 100 mines 
are already believed to have 
closed in Malaysia. 

— A Correspondent 


CNOOC signs contracts 

in second-round bidding 

The China National Offshore 
Oil Corp. (CNOOC) signed 
three contracts with foreign oil 
firms in mid-November — sig- 
nalling that, despite pessimism 
over the prospects, thé expen- 
sive search continues; Two of 
the agreements (with thr 
panese oil firms at 

Shell) were the first to be 
awarded for areas in the Pearl 
River mouth under the second 
round of bidding. The third, 
with Amoco Orient Petroleum 
Co., is for the last block in the 
first round, located off Hainan 
Island. A total of 19 contracts 
with 28 firms were signed for 
the first round, while 24 bids 
were submitted for M second 
round. CNOOC ce cts 
said that of 49 wells drilled in 10 
of the contract areas in the first 
round, seven have shown oil or 
natural-gas flows. — Mary Lee 


Full state takeover 
set for Taiwan bank 


Central Bank of China gover- 
nor Chang Chi-cheng said on 
13 November that Taiwan's 
Tenth Credit Cooperative 
would shortly be formally in- 
corporated into the state- 
owned Cooperative Bank of 
Taiwan (CBT). CBT took over 
Tenth Credit for an interim 
one-year period in February 
when massive illegal-lending 
operations at the Tsai family- 
owned savings and loan institu- 
tion were frozen by the Minis- 
try of Finance. Chang said that 
under the plan, CBT would be 
responsible for up to NT$9.5 
billion (US$239 million) in 
losses resulting from emer- 
gency loans made by CBT and 
other state-owned banks in the 
crisis. — Carl Goldstein 
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Firing beams of light in a never-ending path between ultra-reflective mirrors. 
Northrop’s ring laser gyroscope. For extremely accurate, highly reliable inertial guidance. 


NORTHROP 


Making advanced technology work 
1840 Century Park East, Los Angeles, CA 90067-2199 USA 
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Who at Holiday 
offer you the ultimate 
¿guarantee on your next 

e trip in Asia? 











“Commitments. Many people make and 
break them. As far as I'm concerned 
commitments are made to be kept. 

At Holiday Inn I'm making a pact with all 
our hotels and offering my personal 
guarantee to you. | want to provide the 
ultimate in customer service. 

I guarantee that when you step through 
our doors your room will be right — or we'll 
make it right. And in the rare event you 
encounter a hitch — then my solution is as 
daring as my commitment. I guarantee you 
a free stay that night.” 


People Pleaser 
Rudiger Koppen 


Senior Vice-President and Managing Director 

* Our room guarantee means your room will be right It 

will be clean, everything will work properly. and you'll 

have enough of everything you need. Or we'll make it 
right. Or that night you stay free. 








E 
* Rudiger Koppen. 
... I care about the small things in life. 


i m 
| € 


mU For further information and reservations, contact vour travel agent. 
any Holiday Inn or our Regional Director of Sales, 
c/o Holiday Inn Harbour View Hong Kong. 
TST PO Box 98468, 70 Mody Road, Kowloon, Hong Kong. 
Tel: 3-7215161, Telex: HX 38670, Cable: INNVIEW. 


Holiday Inn Hotels In Asia 
Bombay * Colombo * Golden Mile Hong Kong * Harbour View Hong Kong 
Islamabad * Johor Bahru * Kanazawa * Inn On The Park Kuala Lumpur 
Karachi * Kuching * Kyoto * Manila + Nagasaki *« Nankal-Osaka 
Narita * Park View Singapore * Royal Singapore * Tokyo 
Toyohashi * Yokohama 
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California, Berkeley 








Corporate Finance and Strategy 
Session I: January 12-17, 1986 
Session II: June 8-13, 1986 


Financial Decision Making 
for Public Utilities 
June 15-27, 1986 


Management Development 
August 3-8, 1986 


Competitive Marketing Strategies 
Session I: August 17-22, 1986 
Session II: January 11-16, 1987 


ement Development 
for Scientists and Engineers 
September 14-26, 1986 


The Executive Program 
October 5-31, 1986 





















For reservations and further information: 
Dr. David H. Downes 
Director, Executive Education Programs 
Berkeley Business School, University of California 
Berkeley, California 94720, U.S.A. 
Telephone: ( 415) 642-4735 
Telex: 910-366-7114 UC BERK BERK 















FOR SALE BY TENDER 


INSTRUCTED BY THE MORTGAGEE 


AUSTRALIAN 
MARBLE MIINE 


CHILLAGOE, NORTH QUEENSLAND 


OFFERS ARE INVITED FOR ALL 
ASSETS OF- 


*ANROMA PTY. LTD. (in liquidation) and 
subsidiary, ROMEDAR PTY. LTD. 


eincluding THE CHILLAGOE MARBLE 
MINES AND MINING EQUIPMENT 


®THE CAIRNS MARBLE TILE FACTORY, 
PLANT AND MARBLE STOCK, 


A detailed geological appraisal has recently been completed and 
includes surface mapping, diamond drill hole logs and estimates of 
marble reserves. The assessment indicates substantial reserves of high 
quality white, grey, pink, red/pink, grey/white and black marble 
suitable for commercial extraction. Relevant reference material is 
available at a fee of $60.00 to cover compilation and postage. 


OFFERS WILL BE CONSIDERED FOR THE TOTAL OPERATION 
OR FOR SPECIFIED COMPONENTS OF THE OPERATION 


Tenders close at the offices of the below mentioned Marketing 
Consultants at 12 noon Tuesday 18th Feb a A 
1986. All enquiries and requests for copies M N 
of reports and material to Mr A. P. Lloyd. l | ‘OM les ( T rett 


FOWLES OVERETT GROUP Group. 
Sth Fioor, 99 Lechhardt Street, Brisbane. Queensland, Austraka 4000 
Phone (07) 831 3577 Telex AA41717. Sydney (02) 662 8600, Melbourne (03) 645 3144 








Washington is distinctly cool to New 
Zealand Prime Minister David 
Lange’s offer to despatch an official 
there to explain his anti-nuclear 
legislation, scheduled to be 
introduced on 12 December. Some 
within the administration hold 

that the US did not want to 

help what it regards as a public- 


relations effort by Lange by receiving 


D another official. Deputy Prime 
inister Geoffrey Palmer visited 
Washington in September (REVIEW, 
3 Oct.) to try to "sell" Wellington's 

ition by explaining that the 
egislation would put the onus of 
determining whether a ship is 
nuclear-armed or not on New 
Zealand, thus allowing the US to 
maintain its “neither confirm nor 
deny” policy. 


DEFENCE TACTICS 


Two key defence witnesses in the 
subversion trial of former Asean 
secretary-general H. R. Dharsono in 
Indonesia will not be heard as 
lanned. The testimony of 
ndonesia’s aging and ailing 
revolutionary-era prime minister 
Syafruddin — will be 
“postponed indefinitely” because he 


has been threatened with a separate 
prosecution for a sermon he preached 






in a North Jakarta mosque. Defence 
counsel also decided to do without 
the testimony of Gen. Sudirman, a 
former commander of East Java’s 
‘Hae se Brawijaya Division, lest 
is somewhat halting delivery prove 
antisclimactic after the bravura 


THE WEEK 


CAMBODIA 
Former Cambodian president Lon Nol 
died in exile in California (77 Nov.). 


CHINA 


Pakistani Prime Minister Muhammad 


Khan Junejo arrived on an official visit (/7 


Nov.). 


INDIA 

Arjun Singh was appointed commerce 
minister (75 Nov.). At least 24 soldiers who 
deserted their base in northern Kashmir last 
year were reinstated after serving minor sen- 
tences, it was reported (/9 Nov. `. 


A court hearing subversion charges 


àgainst a Preacher agreed to hear leading dis- 
sident and former Jakarta governor Ali Sadi- 


i kin ; who attacked the rule of President 


Suharto at another trial (78 Nov. ). A militant 
Islamic preacher, Salim Qadar, was jailed 
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for 20 years for inciting a riot in Jakarta 





courtroom performance of former 
Jakarta governor Ali Sadikin. 
Dharsono is accused, among other 
charges, of fanning discontent by 
co-signing a broadside casting doubt 
on official accounts of last year’s 
Tanjung Priok riots. 


LONGER-TERM PROBLEM 
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The debate on whether Japanese 
Prime Minister Yasuhiro Nakasone 
should be allowed to serve a third, 
two-year term is being watched with 
articular interest by officials in the 
lanning Bureau of Japan’s 
Economic Planning Agency (EPA). 
This is because the prime minister has 


put an effective stop to the process of 


drafting medium-term economic 
lans, a task which constitutes the 
ureau's main business. Nakasone is 
said to regard economic planning as 
"socialistic," despite the fact that 
EPA plans have never had more than 
a vaguely indicative function during 
the post-war era. The last EPA 
medium-term plan, published in 
August 1983, would normally have 


last year, a court spokesman said (/9 


Now. ). 
MALAYSIA 


Several people, including policemen, 
were killed or injured in a clash with follow- 
ers of a self-styled Muslim leader in northern 


Kedah (79 Now. ). 
PHILIPPINES 


The Supreme Court told three judges not 
i quino 


to deliver a verdict in the Benigno 
murder trial until further orders (79 Nov. ). 


The Asian Wall Street Journal apologised 
to the High Court for writing an editorial 
arply criticised Singapore’s 


which s 
judiciary (78 Nov. ). 


SOUTH KOREA - 


About 400 students and garment workers 
burned a police vehicle during an anti-gov- 
ernment demonstration to press for freedom 





been due for revision in the summer 

of 1986. But the EPA says it has no 
timetable at present for updating the | 
plan. : 

























MYSTERY OF MR X 

A high-ranking Chinese military 
official paid a quiet visit to | 
Washington early in November. Xu 
Xin, identified only as a deputy 3 
director of the Peking Institute of — 
International Strategic Studies, met — 
Defence Secretary Caspar | 
Weinberger and National Security 
Adviser Robert McFarlane. Such — 
high-level meetings are not normally - 
accorded to specialists from foreign — — 
think-tanks. However, the mystery is | 
resolved by looking at Xu's 
unannounced position: he is also 
deputy chief of general staff of the 
People's Liberation Army. 


EAST ASIAN AFFAIR 


Gaston Sigur, Asia specialist at the 
US National Security Council, will be 
taking over the job of assistant 

secretary of state for East Asian and 
Pacific Affairs in early 1986. | 
Incumbent Paul Wolfowitz will | 
become US ambassador to Indonesia. 


— 











CORRECTION 
In the 14 November issue of the REVIEW, an 
INTELLIGENCE item stated that Indonesian 
financier Liem Sioe Liong had flown secretly to 
Australia for a heart operation. We now 
understand that Liem went to Australia to visit 
his brother Liem Sioe Kong who is undergoing 
treatment there for a heart condition. The 
error is regretted and the Review apologises f 
for any embarrassment caused to Liem Sioe | 
Liong. 











for trade unions (73 Nov.). More than 180. - 
students occupied an office of the ruling 
party and set fire to it before being over- | 
powered by riot police (/8 Nov. ). 1 
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Troops killed nine Tamil guerillas and - 
captured 18 in Trincomalee, the Defence 


1 
Ministry said (/3 Nov.). Four policemen f 
were killed and two seriously wounded when f 
militant Tamils blew up a landmine under f 
their vehicle in Batticaloa (76 Nov.). Atleast 





nine pepe were killed when police inves- — 
tigating the blast clashed with Tamil rebels — 
(17 Nov. ). 


TAIWAN [ 


at 
leged ballot rigging by the 
police said (77 Nov.). 
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Laurel outburst thwarts efforts to unite opposition 


Immoderate alternative 


By Guy Sacerdoti in Manila 
W ithin the span of a weekend, the 
moderate. Philippine opposition 
has done more to ensure that President 
Ferdinand Marcos will follow through 
with his planned snap presidential elec- 
tion on 7 February than any of his own 
political machinations during the previ- 
ous two weeks. 

The fragile process of determining 
just how the disparate opposition fac- 
tions would choose a single ticket 
went a long way towards disintegrating, 
Virtually assuring that the opposition 
will, at least initially, field two presiden- 
tial candidates, giving Marcos a tre- 
mendous advantage. 

During an acrimonious three-hour 
meeting of the opposition's National 
Unification Committee (NUC) on 16 
November, Salvador Laurel, head of 
the 12-party opposition coalition Unido 
(the United Nationalist Democratic Or- 
ganisation), lashed out at NUC chair- 
man Celia Munoz-Palma, a respected 
retired Supreme Court judge, accusing 
her of behaving like a “dictator.” 

Having just returned from a tour of 
the US to build support for his potential 
candidacy, Laurel sternly lectured 
Palma that Unido (one of the four 
Major Opposition groupings represent- 
ed within the NUC), rather than the 
NUC itself, should be the only applicant 
for official *dominant opposition party" 
status in the coming polls. 

Pointing a wagging finger at Palma, 
Laurel — who later denied he did any- 
thing but “argue forcefully” — violated 
the polite etiquette which has marked 
the delicate eight-month attempt at 
forging opposition unity. Until the out- 
burst, the NUC seemed to be gradually 
headed for à combined ticket in some 
form of Laurel and Corazon Aquino. 
the widow of assassinated opposition 
leader Benigno Aquino. Before the 
meeting, Mrs Aquino announced she 
was leaving her NUC position as 
negotiator for a compromise process for 
selecting a single ticket, strongly imply- 
ing for the first time she would accept a 
presidential draft. 

But by Sunday 18 November, Palma, 
incensed at Laurel and more openly 
supportive of Mrs Aquino, resigned as 
NUC chairman, leaving the opposition 
no further in its drive towards unity than 
it was in mid-March, when the then 
Laurel-dominated NUC and the Con- 
venors Group led by Mrs Aquino, re- 
spected nationalist Lorenzo Tanada and 
businessman Jaime Ongpin, argued 
Over two separate processes for deter- 
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mining a presidential candidate should 
elections be called, 

As a result of the recent split, the 
campaign to draft Mrs Aquino as presi- 
dential candidate has rapidly acceler- 
ated. A new, as yet nameless, coalition 
met on 18 November to endorse her 
candidacy. The new group, chaired by 
Tanada, includes factions from the 
moderate Left and Right, including 
most of the leadership of the Philippine 
Democratic Party-Lakas ng Bayan 
(PDP-Laban) and Bandilla, a Christian- 
socialist group headed by Agapito 
Aquino, Benigno’s younger brother, 
and many of the so-called “presidential 
standard bearers” identified by the 
Convenors Group when it was or- 


a 





d 1A 
Corazon Aquino and supporters: formidable challenge. 





ganised last December, Despite the 
accelerating support, family sources 
say that Mrs Aquino, who is apparent- 
ly resigned to the likelihood of run- 
ning, is still hesitant to join the political 
fray. 


ithin two days of Palma’s resigna- 

tion and the NUC crisis. Marcos’ 
Kilusang Bagong Lipunan (KBL), 
which had procrastinated in committee 
deliberations within the national assem- 
bly on the bill which authorises the elec- 
tion, quickly approved it and sent it to 
the floor for debate. With the KBL’s 2-1 
majority, it is likely to be passed within 
a week. The bill settles the issue of whe- 
ther a vice-president will run simultane- 
ously with Marcos — almost scuttled by 
vehement opposition from Marcos' wife 


— — — — — — 





Imelda and sets a 57-day campaign 
period beginning 11 December. 

Opposition leaders from both 
camps continue to say they will ask the 
Supreme Court for a ruling on the con- 
Stitutionality of the unscheduled poll, 
which under normal circumstances 
could only be held if the president died, 
resigned, was incapacitated or impeach- 
ed. The election bill attempts to bypass 
these constitutional provisions by de- 
scribing the election as the originally 
scheduled 1987 polls simply moved for- 
ward. 

Even if the bill passes the assembly, 
Marcos can use the opposition’s chal- 
lenge in the Supreme Court as a reason 
to cancel or postpone the election 





PHOTOS AF 


should the opposition somehow succeed 
in patching up its differences and looks 
like winning. On 19 November, Marcos 
appointed associate Justice Ramon 
Aquino (no relation to the opposition 
leaders) to replace retiring Chief Justice 
Felix Makasiar. Aquino has supported 
Marcos’ position on most cases reaching 
the court. 

But if the whole political exercise is 
to carry a semblance of credibility, 
something which Marcos wants ac- 
cepted more by the US than by Filipinos 
themselves, Marcos will have to hold an 
election that proves he can win without 
resorting to traditional vote manipula- 
uon, proving his claim that only he is 
capable of leading the country out of its 
current economic and political crisis, as 
well as maintain the resolve to fight 
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e NUC split once a 
the open the divergent character of the 
anti-Marcos moderates and the diffi- 
culty they face in ever putting together a 
viable alternative with a chance of win- 
ning. Although many observers de- 
scribe Laurel's diatribe against Palma as 
the inevitable consequence of his adam- 
ant and single-minded presidential am- 
bition, which he expressed openly even 
before the 1983 assassination of Be- 
nigno Aquino — even more it stresses a 
fundamental difference in political per- 
ception. 

Numerous analysts point to the split 
as a result of Laurcl's history as a tradi- 
tional Philippine political powerbroker. 
As the son of the country's president 
during the Japanese occupation and a 
member of a large landowning family 
with wide economic interests, Laurel re- 
presents the pre-Marcos era, with its 
tradition of ward politics. 





A if to prove the argument, Laurel's 
"A 57th birthday on 18 November was 
marked by an open-air feast for an esti- 
mated 1,500 people, mostly provincial 





Laurel: political power broker. 


supporters. This was typical of the vast 
pre-Marcos parties necessary to prove 
financial prowess and patronage, a re- 
quirement for any traditional presiden- 
tial candidate. 

Those supporting Mrs Aquino's can- 
didacy, on the other hand, emphasise 
that Marcos' dismantling of the old poli- 
tical traditions which he has replaced 
with his personal authoritarian struc- 
ture, necessitates a transitional adminis- 
tration to allow the rebuilding of respect 
for the law and the decentralisation of 
power. Her supporters say she has the 
grassroot, Catholic support which can 
unite the country and rebuild confi- 
dence. 

In strict political terms, Mrs 
Aquino's appeal in important regions 
such as Manila, central Luzon and 
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reed to run for the vice-presidency — 
would produce a formidable challenge 
in the most populous regions. And if the 
Left coalition under the Bagong Alyan- 
sang Makabayan (Bayan), over which 
Tanada still maintains significant influ- 
ence, could obtain guarantees of a role in 
a new administration and thus support 
the opposition, it could influence the 
vote in the central Visayas and in Min- 
danao. In reality, however, these are 
unlikely "ifs." 

The more Right-leaning moderates 
such as Laurel and Eva Kalaw (who is 
president of one Liberal Party faction), 
claim an Aquino candidacy plays into 
the hands of both Marcos and the Left, 
whom thev fear and do not trust. Their 
argument is that Marcos wants Mrs 
Aquino to run because he is confident of 
beating her because of her weak organi- 
sation and lack of experience. 

They argue that against Mrs Aquino 
— a symbol of martyrdom which chal- 
lenges him emotionally — Marcos will 
cheat to win if he has to. This in turn, 


they claim, would wipe out the last bit of 


credibility and legitimacy his adminis- 
tration has, playing directly into the 
hands of the Left as the only remaining 


alternative and making the moderate 


opposition itself irrelevant. Thus, they 
argue, the radical Left, led by the Com- 
munist Party of the Philippines, also 
wants Mrs Aquino to run to ensure Mar- 
cos remains in power. 


poro argues that he has the ma- 
chinery and experience to counter 
Marcos and ensure that the vote is not 
rigged. At the same time, the Right- 
leaning moderates do see that Mrs 
Aquino 's popular appeal makes her a 
good vice-presidential bet. And, they 
argue, after six years of a Laurel admin- 
istration, her “on-the-job training" 
could make her a viable successor. They 
also point out that Mrs Aquino in this 
role would be welcomed by the US, 
whose support they feel is a prerequisite 
for any new Philippine government. 
Laurel told Mrs Aquino the night of his 
return from the US that Washington 
wanted both of them on an opposition 
ticket, though officially the US consis- 
tently denies favouring any opposition 
choice. 

With such divisions, it appears the 
opposition will indeed fall prey vet 
again to Marcos' clever politics. Palma 
told the REVIEW shortly after her resig- 
nation she now believes the opposition 
will field two candidates, but that they 
would soon see that they must unite if 
they were to have any chance of beating 
Marcos at his own game. The feeling 
among many analysts is that with the op- 
position's disunity, both major factions 
mav be self-fulfilling their own pro- 
phecy of a clear Marcos victory and the 
eventual irrelevance of the moderate al- 
ternative. 





Chipping away 
at the KMT 


The opposition makes gains 
in local elections 


By Carl Goldstein in Taipei 
M ixed results in island-wide local 
elections held on 16 November 
have given both the ruling Kuomintang 
(KMT) and the opposition reasons for 
satisfaction — and self-examination. 
The KMT maintained its overall grip on 
power, winning 146 of the 191 posts con- 
tested. At 72% , voter turnout was mar- 


ginally higher than in the last election — | 


confounding some pundits’ predictions 
that the voters would register their dis- 
approval of the government's scandal- 
prone administration by staying home 
on election day. 

The island's loosely organised oppo- 
sition scored significant gains in Taipei 
and Kaohsiung county. In Taipei, 
where political awareness and educa- 
tional levels are higher than on the is- 
land as a whole and the impact of the 
scandals was greatest, all 11 of the oppo- 
sition's candidates — plus two indepen- 
dents — won city council seats, giving 
them a significant voice on the $I- 
member council. 

In southern Taiwan, Yu Chen Yue- 
ying, the opposition candidate for 
Kaohsiung county magistrate, defeated 
KMT incumbent Tsai Ming-yao in a bit- 
terly fought contest which had been re- 
garded by the party as top-priority 

Overall, however, the opposition 
failed in making significant gains in 
power or influence, despite attempts to 
capitalise on a crisis of confidence which 
an economic downturn and the scandals 
of the past 18 months had precipitated. 
These included: the Cathay financial 
crisis, which erupted in February 
around banking shenanigans in a major 
business group controlled by a KMT 
legislator; the October 1984 murder of 
KMT critic Henry Liu — an American 
— in the US, and a series of bad indus- 
trial accidents and food-safety scandals. 


Beine Mayor Su Nan-cheng, who 
was appointed to his position by the 
KMT in May, told the REVIEW that the 
elections "might well have been a major 
blow to the KMT had they been held a 
few months earlier." In the event, how- 
ever, Soong Shih-shien, head of the 
KMT's organisation department which 
is in charge of election strategy, was 
able to call the party's performance “not 
too bad" under the circumstances. 
Indeed, the KMT held on to about 
70% of the popular vote, little changed 
from the last election in 1983. The party 
won 17 of 21 races for mayorial or 
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county magistrate posts — the top exe- 
cutive positions in county government. 
In Taipei the party won 38 of 51 seats on 
the Taipei City Council, a loss of four to 
the opposition, and 32 of 42 seats in the 
Kaohsiung City Council, a gain of one 
seat. In the provincial assembly, the 
KMT took 59 of 77 seats. 

The elections were marred by appa- 
rently widespread vote-buying, which 
many observers said was worse than in 
polls of the recent past. Local news re- 
ports said that in the days just prior to 
the elections, some banks had been 
emptied of the NT$100 (US$2.50) notes 
most favored for use in buying votes, 
which could be had for NT$500 or less. 

The KMT's determination this year 
to avoid losing ground was a contribut- 
ing factor to the vote-buying problem, 
which is an old one in Taiwan. Particu- 
larly in the countryside, voters are little 
concerned with political issues, and the 
small cash payments or gifts at election 
time have come to be an expected part 
of the electoral ritual in some areas. 

The picture that emerged as the 
votes were tallied was one in which local 
factional politics and personalities 
played a bigger role than issues, whe- 
ther local or national. Kaohsiung 
county was a case in point. While Yu 
Chen lost to Tsai by only 3,000 of the 
600,000 votes cast in 1981, this time 
around she won by 28,000. Yu Chen's 
upset performance could be seen as a 
victory for an opposition Candidates' 
Aid Group-nominated candidate over a 
KMT incumbent backed by all the or- 
ganisational muscle the ruling party 
could muster. 


t the same time, the race was a 

struggle between rival local factions: 
the Yu family’s so-called black faction, 
which has competed for local domi- 
nance with the KMT for more than 25 
years, and two KMT factions, called the 
red and the white, which date back to a 
disputed county magistrate election in 
1951. Tsai proved vulnerable partly be- 
cause members of the opposing KMT 
faction failed to support him, despite ef- 
forts by top party officials from Taipei 
to negotiate a temporary alliance. 

Tsai also fell victim to what locally 
was regarded as an arrogant attitude. In 
the latest of several similar incidents, he 
outraged many female voters when, just 
three days before the election, he 
explicitly charged that his opponent's 
lack of male biological equipment made 
her unfit to hold office. 

The Yu family's influence in Kaoh- 
siung county, which has à popula- 
tion of some 1.2 million, was built origi- 
nally by the family's now-aged pat- 
riarch, Yu Teng-fa. Based on the fami- 
ly's early land-owning wealth, Yu be- 
came magistrate in 1960; his son-in-law 
later held the post. Yu Chen, his daugh- 
ter-in-law, was a provincial assembly 
member for 18 years and then a national 
legislator before reaching her present 


14 





position atop the local political scene. 
This year, Yu Chen's daughter was 
elected to the provincial assembly. 

Although the opposition and the Yu 
family have been cooperating for about 
eight years, many mainstream  op- 
positionists remain uncomfortable with 
the idea of supporting one family politi- 
cal dynasty while attacking another — 
the Chiang family — for monopolising 
national politics. Yu Chen and her 
black-faction allies took on some of the 
language of the opposition during the 
campaign, but they remained chiefly 
concerned with the distribution of local 
power. 

The 10-day campaign period leading 
up to the election was marked by 
freewheeling criticism of the govern- 
ment by oppositionists. Premier Yu 
Kuo-hwa, a gray figure who has become 
something of a political liability for the 
KMT since President Chiang Ching-kuo 










Chiang at the polls: 


appointed him last vear, came in for 
especially sharp attacks. Some people 
regarded the relatively freer criticism as 
a sign of a new and welcome tolerance 
of the opposition by the KMT, while 
others emphasised rather the critics’ 
ever-increasing willingness to test the 
bounds of the permissible. 


A contest that clearly demonstrated | 


the rhetorical push-and-pull of Taiwan 
politics was the Taipei county magis- 
trate race. The KMT incumbent, Lin 
Feng-cheng, defeated opposition candi- 
date You Ching by more than 250,000 of 
almost 1 million votes cast. Nonethe- 
less, it was the first time the opposition 
had been able to run a credible race in 
what had previously been called an op- 
position "desert." 

You, a German-trained lawyer who 
got his start in Taiwan politics as a de- 
ence lawyer in the 1980 Kaohsiung riot 
trials, ran his campaign under the slo- 
gan: “Recover Taipei county.” This was 


a slap at the KMT's oft-pronounced in- 
tention of "recovering" the Chinese 
mainland. 

You concentrated much of his 
rhetorical fire on the need to organise a 
new political party, still forbidden by 
the government, and the people of 
Taiwan's right to “self-determination.” 
This phrase was declared impermissible 
during the campaign by the official com- 
mittee overseeing the elections because 
it was considered too close to support 
for Taiwan independence, also a forbid- 
den topic. 

A practised speaker, You attract- 
ed fervent support in several of 
the county's urban centers. How- 
ever, the KMT's influence in the rest 
of the county, whose population of 
2.4 million makes it even larger than 
the city of Taipei, proved too strong 
to overcome, "With only 10 days to 
campaign. most voters never even 
got a chance to see him," a lo- 
cal university political scientist 
said. 


lections in Taiwan are con- 
ducted under ground rules 
which heavily favour the ruling 
party. In contrast to the KMT's 
year-round, tight organisation, 
the opposition is not allowed 
to establish formal parties. 
à The short legal campaign 
period benefits the KMT be- 
cause it makes it difficult for 
opposition candidates to make 
their views widely known. 
Campaign rallies are limited in 
number and duration. Candidates 
may have only registered cam- 
paign aides speak publicly on their 
behalf, a rule.that prevents a few 
popular opposition politicians 
from traveling widely around the 
island to drum up support for 
other candidates. 

Neither KMT nor opposition 
candidates are permitted to use 
TW advertising. Newspapers provide 
fuller coverage of KMT critics than they 
did several years ago, but TV news re- 
mains virtually a KMT monopoly. News 
coverage is heavily slanted in favour of 
KMT candidates. 

With the 1985 elections safely out of 
the way, both the KMT and the opposi- 
tion began looking ahead to November 
1986, when elections for the the na- 
tional legislature and national assembly 
are to be held. The national elections 
are generally thought to provide the op- 
position a better chance to emphasise 
constitutional and human-rights issues. 

Continuing ideological and personal 
splits within the opposition, however, 
lead many people to question whether it 
can offer a viable alternative to the 
KMT. "People have no confidence in 
the KMT, but no hope for the tangwai 
[opposition]," said Chen Wu-hsun, a 
newly elected oppostion member of the 
Kaohsiung City Cou ü 
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How Sir Yehudi Menuhin keeps t time. 


Throughout the world Sir 
Yehudi Me nuhin is recognised 
as a truly great musician. He 
is equally likely to be found 
giving a concert with Ravi 
Shankar or Stephane Grappelli 
as with a full orchestra. 

If all he could do, then, were 
to ple Ly the violin, that would 
surely be enough. But the en- 
thusiasms of Sir Yehudi extend 
much further. 

He has used the opportu- 
nities that travelling the world 
has given him not just to delight 
audiences with his playing. He 
also studies the indigenous 


musk ol e; ach country, hence 


his collec tion of conte mporary 


and ethnic Instruments. 


For the way in which he has 
used music as a medium tor 


promoting his OWT) humani- 


tarian beliets, Sir Yehudi Menu- 


hin has received honours from 
many countries: a British 
Knighthood, Commander of 
the Legion of Honour from 
France, the Belgian Ordre de la 
Couronne, the Order of Merit 
trom West Germany 


Nehru Peace Award. 


His most 


and the 


precious posses 


sions are still his \ iolins. In his 


time he | nas 
masterpieces aS a OI 
a Guarnerius Del í 
Cap chioni. He : 
one favourite foi 
and then cha 

But one instr 
nevel chang 
on his Wrist [t 1s 
Rolex | Jay l late 1 


That such a man as Sir" 
Menuhin should 
Rolex above Lil ¢ ti 
ds his DETSOI al umep 


surely, all the sati 


tai uon we could 


ever ask. ROLEX 
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billion-dollar Dallas-based corporation with projects in a dozen nations 


Di Shamrock is oil and gas, chemicals and coal. It is a mult- 
that surround or are surrounded by the Pacific Ocean. 


. But our commitment to the Asia Pacific wasn’t born yesterday. We have 


been growing in partnership with you since 1962. 


Today, among other things, our /ndonesian oil is a major energy source 
for your utilities and your industry. Our billion tons of Alaskan coal is 
being readied for your boilers and furnaces. Our chemicals are helping 

_ your textile and electronics industries grow and prosper. Fully a third of 
this Fortune 500 company’s assets are in the Asia Pacific. 

Diamond Shamrock’s partnership with Asia has been a rewarding one 
for both sides. We are actively seeking new ways to make it even more 


. rewarding. For you as well as for us. . Please write for our new booklet, 
“Helping Asia Grow." 


. Diamond Shamrock 


E d The resourceful company 





Diamond Shamrock Corporation ^ Diamond Shamrock Corporation 
16/F., St. John's Bldg. |. imperial Tower 1-1, 1-Chome 
33 Garden Road | |. Uchisaiwai-Cho 
Central, Hong Kong .. Chiyoda-ku, Tokyo 100 Japan 
. Tel.: 5-212435 . Tel: 3-593-3411 


Telex: 65-301 DSPRC HK . Telex: J34313 DACC TYO 








Market 


connection 


Money and financial markets, 








domestic and international mar- 















kets. They're all interconnected. 
Ecu bonds with currency 
and interest rate swaps, foreign 
exchange and interest rate op- 
tions - these complex products 
can outperform traditional ones. 
New York, London, Paris, 
Singapore, Hong Kong, Tokyo... 
Banque Indosuez specialists are 


in constant contact with each 






other and evolving market con- 








nections. 
Banque Indosuez, present in EZ 
65 countries, opens up a whole 


world of opportunities. 


BANQUE INDOSUEZ 


Head office : 96 boulevard Haussmann, 75008 Paris. SE 
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MALAYSIA 


Grinning and bearing it 


The Russians are coming — and getting a cautious welcome 


By James Clad in Kuala Lumpur 


visit to Malaysia by one of the 

Soviet Union's nine deputy prime 
ministers has caused intense speculation 
here. Barely two weeks before Prime 
Minister Datuk Seri Mahathir 
Mohamad’s 20 November departure for 
China, Yakob Ryabov spent five days in 
Kuala Lumpur — the highest-level 
Soviet visitor ever to come to this 
strategic Asean country. 

Not only did the Soviet official's visit 
have significant domestic implications, 
but a cross-section of diplomats also saw 
his arrival as one more move in either a 
sinister Southeast Asia "smile offen- 
sive," or as an overdue "normalisation" 
of ties in the region. Certainly the 
Soviets were at pains to stress the nor- 
mality of the stopover, while the Malay- 
sian press gave the visit low-key but 
sympathetic coverage, heavily trade- 
weighted, and concentrating on a deci- 
sion by Mahathir to visit Moscow 
"soon." 

Given polite but not effusive pro- 
tocol, Ryabov met Mahathir, Foreign 
Minister Tunku Ahmad Rithauddeen, 
Trade and Industry Minister Tunku 
Razaleigh Hamzah and other senior 
government officials. In private, 
Mahathir expanded on the familiar 
litany of Soviet sins in Cambodia and 
Afghanistan to include Moscow's indif- 
ference to Malaysia's Antarctic initia- 
tive (the Soviet Union and the US are 
both signatories to the existing 1959 
Antarctic Treaty, and both dislike 
Mahathirs proposal to "inter- 
nationalise" the continent). The Malay- 
sian leader also surprised the Soviets by 
criticising their support for Cuban 
forces in Angola — a concern, some 
sources said, that partly reflects 
Mahathir's conversations with African 
leaders at the recent Commonwealth 
meeting in Nassau. 

At his meeting with Razaleigh, the 
Soviet deputy premier offered Soviet 
metallurgical technology and, interest- 
ingly, turnkey hydropower contracting. 
In return he also heard complaints — 
this time about shortcomings in market- 
ing and after-sales servicing of Soviet 
goods. But sources said Ryabov dis- 
payeo an unusual willingness “to listen 
and not to lecture” at this and other 
meetings, and most count the visit a suc- 
cess at the personal level. 

Malaysia has become the Soviet 
Unions most important Southeast 
Asian trading partner, and economic re- 
lations occupied much of the visit. 
Within the Soviet hierarchy Ryabov has 
a key role in determining foreign econo- 
mic relations — though his formal re- 
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sponsibility is for "industry" — and he 


spelled out Moscow's growing impati- 
ence at the skewed trading picture. 
Two-way trade consistently gives Ma- 
laysia a heavy surplus, now pegged at 
more than 10:1. The most recent Malay- 
sian six-monthly trade figures show 
M$362.3 million (US$148.8 million) in 
exports to the Soviet Union from 
January to July this year, compared to 
imports worth M$31.6 million. 
Deepening uncertainty about com- 
modity prices (REVIEW, 14 Nov.) has 
sharpened Malaysia’s awareness of 
Moscow's place on the trade ledger 
books. Malaysia sells about 10% of its 
rubber and latex to the Soviet Union, 
while Moscow's palm oil and palm 
stearin orders last year exceeded 
340,000 tonnes. The Soviets also buy 





coconut oil, synthetic textiles, cocoa 
and tin. Despite long-standing coopera- 
tion between commodity end-use re- 
searchers in the two countries, both 
sides realise that many of these pur- 
chases could be sourced at any time 
from Indonesia, Thailand or other com- 
petitors. 


yabov suggested a panoply of joint 

commissions, cultural exchanges, 
friendship societies and the like to flesh 
out a lone 1967 trade agreement; while 
these evoked little interest on the part of 
his hosts, they must be seen as at least 
trying to redress the trade imbalance. 
Mahathir already had sent Deputy Pri- 
mary Industries Minister Megat Junid 
and Deputy Trade and Industry Minis- 
ter Oo Gin Sun to Moscow earlier this 
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year. The Malaysians are also "study- 
ing" a list of possible Soviet export items 
received earlier this year from the 
Soviet State Committee for Foreign 
Economic Relations. 

At the political level, two-way traffic 
has also grown over the past 12 months. 
In March, Deputy Foreign Minister 
Kadir Sheikh Fadzir went to Soviet 
communist party chief Konstantin 
Chernenko's funeral; while in Moscow 


he talked to his counterpart, Mikhail 


Kapitsa, and to Deputy Foreign Trade 
Minister A. N. Manzhulo. 
quietly, Malaysian air force chief Gen. 


More | 


Mohamad Ngah, accompanied by staff 


officers and a Foreign Ministry official, 


went to the Soviet Union a year ago to 
evaluate a possible purchase of Soviet 
helicopters — a move that US Secretary 
of State George Shultz sought to head 


off (REVIEW, 14 Feb.). The heavy-duty ^ 


helicopter selected for possible pur 
chase is not yet in full production and, 
meanwhile, the report sits on the shelf. 

At the man-in-the-street level, the 
Soviets have been luring more Malay- 
sian visitors to Moscow and other Soviet 
destinations over the past year as travel 
restrictions have eased. A sizable cross- 
section of Malaysians — including many 
civil servants — is buying cheap Aero- 


flot air tickets and stopping over in the © 


Soviet capital en route to Europe. The 
Malaysian authorities are watching, but 
not interfering with, a publication called 
Diplomat, which carries many Soviet- 
inspired articles about foreign affairs. 
Jnlike the reaction in Thailand to 
recent Soviet. overtures, Malaysian 
politicians, be they from the opposition 
or government, have said little in public 
about Ryabov's visit — a silence partly 
explained by racial and religious fac- 
tors. In Malaysian-Soviet relations, 
many currents are at play. Although the 
Soviet hand in Vietnam causes deep sus- 
picion, an instinct to see the Soviet 


Union as a foil against China still re- 


mains in the Malaysian — and especiall 


Malay — body politic. Mahathir himself — 


articulated the notion back in 1970 
when he told parliament that the Soviet 


Union could become vital to Malaysia if - 


China expanded southwards. Mahathir 
spoke at a time when most Malay politi- 
cians saw China as openly expansionist 
and these days the "Soviet card" is kept 
firmly in the pack. 

Apart from troubling the local 
Chinese (and, of course, the US and 
other Western countries), too obvious a 
cultivation of ties would also upset more 
orthodox Muslims — agitated about Af- 
ghanistan and the treatment of Muslims 
within the Soviet Union. Yet the Malay- 
sians see a slowly growing economic re- 
lationship with the Soviet Union as a 
hedge against uncertain world trading 
conditions as well. It also serves as a use- 
ful counterweight to sensitive decisions 
taken earlier this year (REVIEW, 4 July) 
to relax commercial relations with Pe- 
king. oO 
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| By Salamat Ali in Oman 
| Mi in Muscat on 3-6 November, 
| WWiunder the shadow of Iraqi attacks 
| on oil tankers in international waters 
and the Iranian interception of ships 
suspected of carrying goods for over- 
{| land transportation to Iraq from the 
| Gulf ports, the summit of the Gulf Co- 
| operation Council (GCC) has opted for 
- ; the cautious strategy of not antagonis- 
| ing either side. 
a Regardless of the GCC’s continuing 
—] financial support to the Iraqi war effort 
| and its pro-Iraqi bias, in its final com- 
- munique the Arab leaders have made it 
- clear implicitly that they do not want 
|] any tension with Iran. 
| Obviously, the demands of Arab sol- 
| idarity have not made them blind to 
—] their own strategic vulnerability. At the 
— | conclusion of the summit between the 
| six member states — Saudi Arabia, 
| Oman, Kuwait, the United Arab Emi- 
| rates (UAE), Qatar and Bahrain — 
| GCC  Secretary-General Abdallah 
- Yaqub Bishara and Oman's Informa- 
| tion Minister Abdul Aziz Bin Moham- 
| med Al Rowas, at a jo briefing, came 
_ às near as they could to admitting that 
- the GCC would avoid taking any step 
| that might entangle it in the Iraq-Iran 
ON MANY 
| In retaliation for the Iraqi missile 
|. and other airborne attacks in interna- 
| tional waters on oil tankers returning 
| loaded from Iranian oil terminals, the 
| Iranian navy has begun intercepting 
_ | third-country vessels suspected of carry- 
| H — ing goods of military value to Iraq via 
~ | any of the GCC ports. Between the end 
| of October last year, when the Iranians 
—] seized a 120,000-ton West German con- 













A ; - tainer ship in the Strait of Hormuz, and 
——] the middle of this year, when they began 

d their stop-and-search operation, they 
T have intercepted more than 300 vessels 


— | from Japan, Korea, Hongkong and var- 

E -ious other countries. 

LI Teheran argues that since GCC 
| states consider Iraqi attacks on the Ira- 
| nian oil terminal of Kharg Island and on 

| oil tankers an inevitable outcome of the 

| war, they should apply the same logic to 
| its right to cut off Iraq's line of supply. 
| The GCC states are painfully aware of 

— | their weakness on this point. 

The Saudis have allowed lraq to lay a 
ipeline across their territory to sell oil 
om Yanbo Port on the Saudi Red Sea 

coast. Japanese sources confirm they 

have been loading Iraqi crude from this 
port for the past few months. But for 
their Airborne Warning and Control 

System-based air defence system and 
S technical support, this oil terminal 

could have been attacked by the Ira- 













| While preferring Iraq, Oman meeting stays even-handed 


nians who — according to US sources — 
still have around 80 fully operational 
Phantom fighter bombers. 

Seizing the opportunity for quick 
profits, Gulf merchants have been in- 
denting for Iraq's military require- 
ments on the pretext of purchasing for 
their own country's defence ministries. 
This trade has been affected by the 
Iranian interceptions. The only excep- 
tions are motor vehicle importers in 
Buremi — an Omani enclave in the 
UAE — which continues to import 
heavy-duty vehicles from Japan and sell 
them to Iraq. 

Omani ports, being south of the 
Straits of Hormuz, have freedom of ac- 
cess by international shipping. Goods 
unloaded at these ports can go right up 
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to Iraq overland via Buremi or any 
other Gulf town. 


Ae aware of the danger inher- 
ent in the situation and jolted by 
various terrorist attacks, the GCC states 
have been discussing for the past three 
years a joint political, security and military 
approach. The defence ministers of the 
GCC met in Kuwait in September this 
year and announced preparation of a 
paper for consideration at the summit. 
But the post-summit communique did 
not touch on the subject. 

GCC oil ministers meeting at Riyadh 
on 23 October this year agreed that 
petroleum products would be rushed to 
any member country whose oil installa- 
tions or export outlets are cut off for any 
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> is an agreement also on | 
exchange of intelligence on terrorists 
and terrorist-related activities. But 
there is no sign as yet of any break- 
through for a common action plan and 
integration of response in the strategic 
sector. 

The GCC states have always, as at 
the Muscat summit this time, under- 
played their mutual differences. Rowas 
asserted that no differences surfaced at 
the 6th summit, and, according to Omani 
Minister of State for Foreign Affairs 
Yusuf bin Abdullah Alawi, what differ- 
ences there were between the member 
states were not "of a fundamental na- 
ture." All the same, there are differ- 
ences and progress towards resolving 
them is an extremely slow process. 

Despite the rhetoric about. unity, 
each GCC state jealously and — 
guards its independence and reacts 
sharply to any suggestion of even im- 
plicit curtailment of its sovereignty in 
any sphere. 

With age-old tribal rivalries recently 
turned into national frictions, the per- 
sistence of mutual suspicions is under- 
standable. Each member 
state has citizenship laws 
which make naturalisa- 
tion of an alien al- 
most impossible. How- 
ever, within the GCC 
area, people have little 
difficulty acquiring a 
passport of a neighbour- 
ing country. | 

In fact, each state 
rarely passes up an: op- 
portunity of either luring 
away the citizens of the 
other member country. 
for each is aware of the 
tiny size of its population 
and its vast natural re- 
sources. On the WAB 
and Oman border, UAE 
continues its efforts to 
acquire people from 
Oman. Although Oman 
does not say so openly, 
it regards the UAE as 
a natural extension of 
itself and with no logi- 
cal reason to be an independent federa- 
Lon. 

There is some tension between them 
at the moment over a mountain — one 
slope of which belongs to Oman and the 
other to UAE — because it dominates 
some defence installations and also, it is 
rumoured, may contain an oilfield with 
considerable potential. 

There is also tension on the Saudi- 
Omani border, where the Saudis often 
make forays into Oman, inspect the 
papers of the Bedouins, tear up pass- 
ports and anything else that connects 
them to Oman and issue them with 
papers making them Saudi citizens. 
Often Omanis fater appear on the scene 
and reverse the process. 

During March this year, a Saudi 
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military contingent penetrated seven 
miles into southern Oman and began 
constructing an airstrip. It withdrew 
a few days later and King Fahad de- 
clared that he had no prior knowledge 
of what the military were doing and 
also that the men responsible had been 
punished. The incident was given no 
publicity 

There is little progress on security 
cooperation, with disagreement over 
GCC member states’ rights to pursue 
terrorists across national frontiers. 
Similarly, there is no coordination be- 
tween the various military establish- 
ments. The radar networks of each do 
not automatically pass on any informa- 
tion to their neighbours. The GCC 
States have set up a quick-reaction joint 
force based at King Khalid city in Saudi 
Arabia, but there is a demand from 
other GCC states that its commander be 
appointed by rotation and should not be 
permanently a Saudi. 

However, this rapid deployment 
force of the GCC consists of only two 
brigades on paper and tn reality has one 
Saudi brigade plus small contingents 
contributed by other states totalling less 
than one battalion. For instance Oman 
has contributed one company rather 
than the battalion it is down for. Mili- 
tary observers wonder even if the 
GCC rapid deployment force were to 
have its full strength of two brigades, 
what this tiny force could achieve 
in any emergency for which it was 
created. 


nother source of friction in the mili- 

tary field is other GCC states’ pres- 
sure on Oman to get rid of its British of- 
ficers and military technicians. 

Oman — which apart from South 
Yemen's Soviet-trained armed forces, 
has the best-trained and tested military 
establishment on the Arabian peninsula 
— has been fighting these pressures and 
is unlikely to put Omani officers with in- 
adequate skills and experience in key 
roles. 

All the same, despite the friction, it 
is significant that the GCC states, which 
in the initial stages used to react sharply 
to any suggestion for giving a military 
dimension to their organisation, now 
talk of a common defence strategy, a 
joint command and even integration at 
some future date. 

Although cynical observers say that 
maximum coordination is seen only 
in the fields in which the GCC's West- 
ern bloc friends press hard, the GCC 
states on their own have laid down the 
basic principle "that any aggression 
against any member state will be an ag- 
gression against all GCC member coun- 
tries.” 

Also, they have woken up to the ad- 
vantages of collective bargaining in 
dealing with other regional organisa- 
tions such as Asean and the EEC over 
such issues as discriminatory duties on 
their oil products. Oo 
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For Precious 
Metals — 
Credit Suisse. 


In its Incredibly Swiss way, 
Credit Suisse, the noted Swiss 
big bank,has made a decisive 
contribution to Switzerland's 
worldwide role in the precious 
metals trade. 

After all, dealing in gold, 
silver, platinum and palladium 
is a Credit Suisse speciality. 

The bank’s leading posi- 
tion is reinforced by its own 
precious metals refinery, 
Valcambi SA, which pre duces 
bars and ingots of all sizes. 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
-gion's future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
piles, analyses and interprets them. No businessman 
can afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
f or yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 


N In Its 27th Edition 

Ti he B Asin 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
d. rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
who needs to know about Asia must have on the book- 
shelf. 


Features 

. The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
guvovement in Asia — but you will find familiar chapters 
d features as well: a portrait of The Region, The 
ÉPower Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
- Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
Pacific, Asian & Pacific Organisations, and a round-up 
_ of the year's news stories. 


_ As in the past, the Asia 1986 Yearbook has an abun- 
dance of charts, tables and graphics to illustrate the 

material, including a full military profile of each regional 

country. 

The main body of the book contains chapters on 31 

countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


Country-by-Country Analysis 
Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
leading public officials. The Asia 1986 Yearbook gives 
you localised, first-hand information on everything from 
. market potential and population trends to foreign aid in- 


volvement and social and cultural landmarks. Each 
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We give you Asia, 
minus the mystery, 
minus the myth: 
| Asia 1986 Yearbook 











country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$170/US$23.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/S$58.50/M$67 
For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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Nuclear nonsense 
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A Sino-US accord gets a toothless rider from congress 


By Nayan Chanda in Washington 
B pros lingering unhappiness over 
the recently concluded Sino- Ameri- 
can nuclear-cooperation agreement 
among liberal and rightwing conserva- 
tive critics in the US Congress, the long- 
delayed accord seems set to go into ef- 
fect on 12 December when a mandatory 
90-day waiting period before congress 
expires. Ironically, congress had no sav 
in the agreement's implementation be- 
cause of its own divisiveness. 

On 14 November the foreign affairs 
committees of both houses of congress 
adopted a resolution approving the pact 
after attaching a number of restrictions 
on the US Government. However, 
it is unlikely that the full congress will 
pass the resolution — a step necessary 
to make it binding on the administra- 
tion. 

Republican Sen. Richard Lugar, 
chairman of the Senate Foreign Rela- 
tions Committee, drafted the resolu- 
tion, taking into account how keen the 
administration was to go ahead with the 
agreement as well as the congressional 
concern. The resolution laid down that 
no export licence be issued for nuclear 
material for China until the president 
had certified that the material would be 
used solely for peaceful purposes. He 
would have to state that China "has pro- 
vided additional information concern- 
ing its nuclear non-proliferation policies 
and that based on this and all other in- 
formation available to the US Govern- 
ment" existing US laws would not pre- 
clude nuclear exports to Peking. 

Under the resolution, the president 
would also have to certify that the obli- 
gation favourably to consider requests 
for the reprocessing and enrichment of 
fuel undertaken in the agremeent "shall 
not prejudice the decision of the United 
States to approve or disapprove such a 
request." Administration officials had 
earlier acknowledged that the accord's 
language is unique but asserted that the 
net effect of Article 5 would be to retain 
the US right to approve or disapprove 
reprocessing or enrichment of Ameri- 
can-supplied fuel (REVIEW, 17 Oct. ). 

In addition, the resolution stipulates 
that no licence for export or approval 
for transfer or retransfer of nuclear 
material may be given until the presi- 
dent has submitted to the congress an 
unclassified report with classified ad- 
dendum “detailing the history and cur- 
rent developments in the non-proli- 
feration . policies and practices" of 
China. 

While the resolution made congres- 
sional reservations clear, it refrained 
from any call to revise the agreement. 
An administration official said that 
the resolution “will not undercut 
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the implementation of the agreement.” 

[his reflected the views of a large 
majority of members of the foreign af- 
fairs committees of both houses of the 
congress that, though the agreement 
was not fully satisfactory, it was the best 
that the US could get in reconciling its 
objectives to develop further its ties 
with China and help boost US exports, 
while at the same time keep sight of its 
non-proliferation goal. 

While many are critical of China’s 
past opposition to the non-prolifera- 
tion concept — which Peking has view- 
ed as an attempt to keep a nuclear 
monopoly among the world’s major 
powers at the expense of the Third 
World — they seem to accept the ad- 
ministration’s argument that the pros- 
pect of beneficial cooperation rather 
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than the threat of sanction is the more 
effective way to dissuade China from 
exporting its own nuclear-weapons ex- 
pertise abroad. 


hina’s recent decision to accept vol- 

untary international inspection of 
some of its nuclear facilities has been 
welcomed by the administration. Al- 
though, as a nuclear power, China is not 
obligated to accept safeguards in deal- 
ing with another nuclear power, Peking 
has privately informed the US that it 
would not “discriminate against the 
United States" in its nuclear dealings — 
implying that Peking might voluntarily 
place material imported from the US 
under International Atomic Energy 
Agency safeguards as it recently agreed 
to do for nuclear material obtained from 
Argentina, Brazil and Japan. 

he congressional resolution was 
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| ride a veto. 
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adopted after a CIA briefing reassured 
key foreign affairs committee members 
that China was not aiding or abetting 
the spread of nuclear weapons. Earlier 


Sen. Alan Cranston, a strong critic of 
| the 


Sino-American agreement, had 
charged that China was engaged in “the 
most egregious effort in history to ex- 
port nuclear bomb-making know-how" 
to Pakistan 

Stephen Solarz, who chairs the 
House-subcommittee on Asian and 
Pacific affairs, said the CIA briefing 
had convinced him that some of the 
allegations about Chinese nuclear poli- 
cies were untrue and others had been 
superseded by new policies curtailing 
contact with non-nuclear weapons 
States. 

Cranston countered that the CIA 
briefing did not contradict his cone 
cerns. In the end, Cranston conceded 
that the new restrictions imposed by the 
resolution made it a “very good agree- 
ment." 

Despite Cranston's qualified surren- 





unlikely. And unless the resolution is 
adopted bv both houses of congress and 
is signed by the president it would have 
no legal standing. 

A curious coalition of liberal non- 


| proliferation advocates and nghtwing 


ideologues remain opposed to the 
agreement. “If it goes to the senate 
floor,” a congressional source said, 
“some crazy amendments — |opposing 
alleged] forced abortion in China or 
something in support of Taiwan — may 
be attached to the bill making it unac- 
ceptable to the administration 

At the moment it seems unlikely that 
within the few remaining weeks before 
the 12 December deadline, the resolu- 
tion could be passed in the senate in à 
form that would not invite a presidential 
veto. And the critics would not have the 
necessary two-thirds majority to over- 
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| Re-thinking the plan 


— | Foreign criticism forces relaxation of needed population control 


By Mary Lee in Peking 
None upsets China more than 
interference in its internal affairs, 
whether they be Taiwan or control of 
pulation growth. Recently, Peking 
has been fighting a propaganda war 
through its state Family Planning Com- 
mission as well as Foreign Ministry 
against what it calls “slander” of its 
population policy, largely in the Ameri- 
can press. 

Peking regards as interference the 
L| US Government's decision to reduce by 
| US$10 million its 1985 contribution to 
| the United Nations Fund for Population 

Activities. The US move was based on 
— concern that UN and/or US money may 
be funding the promotion of abortion in 
China. 
China is in a dilemma. Its stringent 
"one-child family” policy has already 
drawn a great deal of international op- 
| probrium because local bureaucrats 
“| have coerced women in advanced stages 
—]- of pregnancy to abort and because the 
| desire to have a male child has led to 
f female infanticide. But if China relaxes 
—]- measures to control population growth, 
| it will overshoot targets. One suggestion 
—]- for the long term is that raising rural in- 
comes would reduce fertility rates. 

Chinese officials, while not denying 
| that some over-zealous cadres have 
forced women to abort and that female 
infanticide is a problem. countered criti- 
cism, saying it is "absurd to seize upon a 
few mistakes in our family planning 
work to slander our basic policy." 

As Prof. Wu Cangping of the Peo- 
ple's University in Peking said recently, 
"while practising family planning in a 
| big country with a population of 1 bil- 
| lion... it would be unimaginable to 
make no mistakes at all." However, Wu 
added: "Although the defects accumu- 
lated from some localities constitute à 
big number, they cannot represent the 
— | overall situation.” 

E Quoting a reader's suggestion in the 
—] Washington Post. a People's Daily re- 
- port in January retorted that if China 

were to abandon its family-planning po- 

licy, the principal aim of which is to limit 
— the population size to 1.2 billion at the 
| year 2000, years later the US newspaper 
! will be reporting in detail the deaths of a 
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~ | great number of Chinese peasants from 
EF unger. 

Ro According to Wu: “The one-sided 
- conclusion claiming that China resorted 
— | to coercive means in practising family 


planning, which encountered strong op- 
position from the masses, does not tally 
with the facts . . . Is it not true that very 
powerful force would be necessary to 
compel several hundred million people 







to do something which they were not 
willing to do?" 

Nonetheless, critics point out that 
the single-child policy has failed in many 
rural areas despite high-handed im- 
plementation. The failure of the policy 
among the rural majority — 80% of the 
population — is due not so much to lack 
of force as the unwillingness of the rural 
population to comply, the critics argue. 

China's population policy is contro- 
versial largely because of the numbers in- 
volved: its 1984 population growth rate 
of 10.81 per 1,000 would have been con- 
siderably higher had there not been 
nearly 9 million abortions last year — 
against the total number of births of 
18.02 million. Official statistics show 
that so far only 130 million (men and 
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women) are practising birth control. 
Among this group, sterilisation (12.6% 
for men and 38.1% for women) consti- 
tutes the most important form of birth 
control, followed by intra-uterine de- 
vices (IUDs) used by women (40% ). 


s things stand, the outlook is not good. 

In a recently published report en- 
titled China by the Year 2000, Wang 
Huijiong, a fellow at the State Council's 
Technological and Economic Research 
Centre, said: "It will be hard for China 
to achieve its population goal of 1.2 bil- 
lion, though good work has been done 
in recent years. The total might be kept 
to 1.25 billion if every means is tried [to 
achieve the annual population growth 
rate of 1.1595]." Wang calculated that 
China's annual population increase 
would have to be reduced to 0.95% in 
the 1983-2000 period in order not to ex- 
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billion. * 

Chinese officials maintain that all 
abortions and sterilisations are volun- 
tary. The problem then is one of ensur- 
ing that population workers do not 
overstep their bounds in educating 
peasants on the need for family plan- 
ning. This will not be easy, given the 
structure of bureaucratic administration 
in China, where the line between per- 
suasion and coercion is particularly 
blurred. 

For example, in 22 of Gansu pro- 
vince's 73 counties, the —— — 
licy is said to be “out of control.” The 
rate of births in these counties has ex- 
ceeded “the correct number” by 33- 
45%, the official media report. The 
cadres in family planning work in these 
22 counties were summoned to a meet- 
ing to analyse the reasons for the back- 
wardness of their districts and “discuss 
ways of improving things.” 

In another poor region — Guangxi 
— where there were 11,000 more births 
in the first half of 1985 than should have 
been allowed, the regional government 
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nning campaign: patchy success. 
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issued a circular in October demanding 
that population workers publicise fami- 
ly planning, deliver contraceptives to 
households and “render the service of 
sterilisation to the masses.” The circular 
added that “we must continue to advo- 
cate the insertion of IUD for women of 
child-bearing age who have given birth 
to one child and sterilisation for women 
of child-bearing age who have a second 
child.” 

To make the family planning cadres’ 
work more difficult, the central govern- 
ment has adopted a more “flexible” 
one-child family policy since in January. 
According to the new rules, certain 
ethnic Han couples are allowed to. have 
two children — but no more than two — 
and some minorities —*— in remote 
areas can have as many children as they 
wish. 

But while flexibility in approach 
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gives the authorities some protection 
against hostile foreign media coverage. 
it does not help China meet its popula- 
tion goal. In 1983, four years after the 
single-child policy was adopted, first 
births constituted only 56% of all births. 
while second births made up 25% and 
third and onwards, the remaining 19%. 
By the end of 1984, only 28 million 
"one-child certificates," cumulatively, 
had been issued to couples who pledged 
to have no more. (In many regions. 
these certificates entitle holders to 
enjoy educational, health and other in- 
centives.) The one-child rate — indicat- 
ing the proportion of married eligible 
women having a single child — in rural 
areas is a disturbingly low 13% , whereas 
the national rate is 18%. 


5 ics discouraging figures should be 
seen against the one success story — 
the Peking municipality. In the capital, 
the proportion of couples practising 
family planning has grown from 84% in 
1979 to 93% in 1984, when the national 
average stood at 86%. In the first half of 
1985, a total of 747,000 couples who had 
already had their only child and who 
wanted no more (and were thus given 
one-child certificates) accounted for 
95% of the total. The multiple birth rate 
has fallen from 8.7% in 1979 to 0.62% in 
the first half of 1985. 

Peking's success and the failure of 
Gansu and Guangxi mirror what 
Chinese studies have shown: that the 
higher an area’s per capita industrial 
and agricultural output and hence in- 
come, the lower its fertility level. A 
comparative study showed that while 
Shanghai's per capita industrial and ag- 
ricultural output value was 16 times that 
of Guizhou, the fertility rate in the pro- 
vince was 2.3 times that of Shanghai. 

Chinese demographers are certain 
about what needs to be done: "Since 
80% of the population live in rural 
areas, the hope for a fundamental 
change in the country's fertility pattern 
to a considerable extent lies in the deve- 
lopment of those areas," said a research 
fellow at the China Population Informa- 
tion Centre, Feng Fanghut. The official 
Xinhua newsagency reported that “de- 
mographers believe that with moderni- 
sation and economic growth and efforts 
to raise the people's education level, the 
prospect of China's family planning is 
bright." 

This may be true in the long run since 
more women, as a result of economic 
development particularly in the cities, 
are likely to want careers, enjoy life 
more and provide their children with a 
better quality of life. But the coun- 
tryside is the greater problem and the 
fact that the government has had to in- 
troduce "flexibility" is a bad sign. The 
poverty of large sectors of the rural 
population will take decades to al- 
leviate, by which time the year 2000 will 
have come and gone and the population 
will have overshot the target. 
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Stacked flight deck 


Peking wins another hand in aviation talks with Britain 





By Michael Westlake in Hongkong 


he second round of Sino-British aviation talks, which ended on 15 Novem- 

ber, has produced results that do not augur well for airlines based in Hong- 
kong and has left observers 
achieve — particularly since the talks were initiated by Peking. 

A joint statement issued after the talks in London said the scope of discus- 
sions was limited to “the need to improve services between London and Pe- 
king, and between Hongkong and Peking" — thus side-stepping the British 
side's desire to reduce the huge imbalance in flights between 
tions (which, until China resumes qe. idc Hongkong in 1997 includes 
the British-administered territory) and ; 

The outcome of the talks — the first round of which had ended in deadlock 
in September — is that the Civil Aviation Administration of China (CAAC), 


China's national airline and aviation regulatory authority, will have two more 

scheduled services between H and Peking next year, plus an extra 

weekly flight between Peking and . At the same time, 

Cathay Pacific Airways will start flying two scheduled services between Hong- 

kong and Peking. There is to be further discussion “in due course.” The results 

so far at least allow Cathay to realise its long-sta goal to fly to Peking. 
Observers the additional - 


kong-Peking scheduled services w 
add about 1,000 seats a week to the pre- 
sent 3,400-3,500, which should be suf- 
ficient to meet demand. ^t the mo- 
ment, the Hongkong-Peking flights are 
about 70-80% full. One observer said 
that fe current unavailability of seats 
was due, ex during seasonal peaks, 
more to CAAC’s inefficient reservations 
system than to any excess in demand. 
3 gr iue - into better balance 
the Hongkong-Peking route, the talks 
will inertaie ‘the overall imbalance in 
China’s favour. CAAC and British Air- 
. ways have one flight each between Lon- 
don and Peking. with the rest of the 
between Hongkong and China 
t 58-3 between CAAC and Cathay, 
respectively. 
Sources said the Chinese side was ex- 


—— tremely t in the talks and “protec- 
China passengers: waiting for seats. tive" tow H ong. One observer 
— commented that sees no flight im- 


kong as a Chinese destination. The im- 
balance was created by the Sino-British aviation ement signed in 1979 
when, according to sources close to those talks, B “gave away the store" 
in the interest of obtaining the agreement. Unfortunately, “the store" was 
landing rights in Hongkong. 

In December, Hongkong hea are to be conducted into 18 Hong- 
kong-China route applications by Cathay and two other H ong-based car- 
riers — onair, widely believed to have strong links with China reaching as 
high as Premier Zhao veers and Caledonian Far East Airways (CFE 5), an 
o t of the British- British Caledonian Airways. It may be that Pe- 
king is waiting to see what these hearings conclude before deciding whether to 


balance because Peking regards H 


` allow Hongkong-based airlines further access to China, though the feeling 


—* some observers is that the joint statement’s “in due course" meant the 
seco 





half of 1986. 

CFEA has yet to obtain its air operator's certificate (AOC). ir has 
its AOC and a leased Boeing 737, which it uses for occasional to 
Sabah. Its influence in China — increased by shipping magnate Sir 
—— Pao's — acquired 30 a Ls airline — : te ight of 

ve run u n ose trying to protect s interests. 
the denen dn talk 


talks both newcomers may face a delay in starting Chin: 
services — and, in Dragonair's case, an —— 





about what the Chinese side was trying fo — 
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| By Suhaini Aznam in Kuala Lumpur 
Y 4 E) forces are tugging at Malay- 
-— WM sia’s legal system, drawing it in dif- 
| ferent — though not necessarily oppo- 
| site — directions. The eighth Malaysian 
| Law Conference on 14-16 November 
| heard speakers focusing on a much 
needed upgrading of the Muslim syariah 
| courts into a family court with greater 
| jurisdiction for Muslims, others ad- 
|  vocating reforms to bring the secular 
| legal system closer to universal practice 
| and yet others, in trying to make the sys- 
| tem more accessible to lower income 
- groups and more familiar to the rural 
| population, recommended solutions to 
| specific Malaysian problems. 
— During the three-day conference, it 
became very clear that Islam and the 
common-law system take very different 
- approaches to law — and the concept of 
justice. In discussing punishments for 
adultery and extra-marital sex, Prof. 
Datuk Ahmad Ibrahim, head of the law 
- faculty at the International Islamic Uni- 
- versity, pointed out that Islam viewed 
_ crimes as an exception to the norm, and 
thus dealt with the offender severely. 
_ Four witnesses were necessary to ensure 
that no one was falsely charged. But 
under the secular system, it seemed that 
everyone is expected to commit an of- 
- fence at some time, and thus lighter sen- 
_ tences existed to protect the offender, 
he said. 
| |J Lord President Tun Mohamed Sal- 
| leh Abas suggested a revival of a court 
| similar to the traditional "penghulu's" 
| (village chief's) court, now almost de- 
= funct because of its limited jurisdiction, 
| to resolve small claims cases in rural 
| areas, where civil suits tended to re- 
| volve around such things as buffalo 
iP trampling a neighbour's paddy field or 
| 
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a disputed boundary. 

M estern-style litigation was adversa- 
| rial, with a definite winner-loser out- 
| come. If the village had become divided 

Over the issue, as often happened in 

| small communities, that split would re- 

| main, he said. But the penghulu's objec- 

| tive was conciliation and peace rather 

| than establishing blame. Since there 

| | _ was no absolute victor, the two parties 

| would be less likely to bear a lasting 
| grudge. 

4 The success of such a system, how- 
_ | ever, depended on the political neutral- 
— | ity of the person judging such disputes. 
— | He might or might not have legal train- 

| ing but it was imperative that he com- 

| manded respect from the community, 
asserted Salleh. 

E His suggestion coincided with sev- 

—] eral lawyers complaining about back- 

logs in the lower courts, largely attribut- 
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D ifferent, not opposite 


; Malaysian lawyers talk of religious and secular reforms 


— — 
Malaysian women: lagging behind. 


stitutional cases in January 1978, and in 


E] 


able to the high turnover of magistrates 
leaving for better paying private legal 

ractice, as Malaysians become more 
litigious. 

Justice Harun Hashim pointed out 
that even in the High Court where he 
serves, the backlog would take six years 
to clear. In the interests of efficiency, 
Harun recommended reorganising the 
work and thus the jurisdiction of the 
subordinate courts, and reclassifying 
the duties of district judges, circuit 
magistrates and resident magistrates as 
"it is too much to expect a witness to re- 
member the details of a particular case 
some five to six years later at a trial." 

The abolition of appeals to the Bri- 
tish Privy Council in criminal and con- 
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civil cases in January 1985 — which 
raised the former Federal Court to the 
Supreme Court without introducing a 
substitute intermediate appelate tier — 
evidently troubled many lawyers and 
several judges, Several spoke up for the 
need to reinstate the three-tier system. 
“Itis a universally accepted norm that in 
any judicial system citizens must be 
given one right of appeal and a further 
one by leave on points of law,” said Bar 
Council vice-president Param Cumaras- 
wamy. 


T he topic of offences against women — 
and whether there were adequate 
safeguards — sparked lively debate, 
underscoring how far Malaysian women 
lag behind others in achieving legal re- 
dress. The papers and discussion dealt 
largely with proposed amendments to 
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| laws against sexual assault, tara ssment 
and domestic violence, a problem that 
has of late grown in prominence. 





Lawver Chew Swee Yoke stressed 
that much of the legal limitations in pro- 
tecting women were caused by a psycho- 
logical barrier in men, judges included, 
to understanding the victims’ experi- 
ence. Noor Farida Ariffin, president of 
the Association of Women Lawyers, 
suggested that Malaysia remove the as- 
sociation of sexual assault with women, 
and widen its definition to encompass 
crimes which could be committed 
against both women and men. 

Other recommendations by 
panelists on this subject included: 
» Raising the age of consent from 14 to 
16. 
> Imposing a minimum sentence of five 
years imprisonment for rape. The pre- 
sent minimum sentence is left to the 
med discretion. 
> Not allowing a complainant's charac- 
ter and reputation as evidence for the 
defence. 

» Hearing rape cases in camera so that 
they did not turn into side-shows for 
voyeurs. 

The conference also debated the Of- 
ficial Secrets Act, 1972 (OSA), a British 
legacy, which has come in for attention 
since two journalists have been arrested 
and charged under its provisions within 
the last two months. Only two previous 
convictions have been recorded in its 
13-year history. 

Britain's own rationale for introduc- 
ing the law — fear of defence leaks on 
the eve of World War I — no longer 
existed, remarked Prof. M. P. Jain of 
the University of Malaya’s law faculty. 
The major complaint against the OSA 
in Malaysia was that no definition of 
"official secrets" exists and thus its 
catch-all phrasing leads to restrictions 
on information even when the issues in- 
volved do not involve national security. 
As such, the OSA was eminently open 
to bureaucratic abuse, said its critics. 

Chandra Muzaffar, president of Ali- 
ran, a social awareness group, sug- 
gested that the OSA be replaced 
with a Freedom of Information Act, 
which approached the issue from the 
perspective of the need for information, 
rather than the need for secrets. He said 
that part of the problem lay in Malay- 
sian political culture. Before the con- 
cept of public accountability and thus 
the public's right to know could take 
root, Malaysian society had first to 
throw off its “propensity for unques- 
tioning loyalty to power-holders. " 

Opening the conference, Prime 
Minister Datuk Seri Mahathir 
Mohamad had warned, however, that 
“except for very tiny states, direct gov- 
ernment by the people is quite impossi- 
ble.” He added: “Free speech and a free 

ress do not mean unlimited licence. 
inorities too do not have unlimited 
rights. Pressure groups must know 
when to stop.” Oo 


the 


2 Ir 3 


eA ai m e PE 





ome to where the flavor is 


r ADE IN USA 


FILTER CIGARETTES 


+ 
Z3 
| (| M 
> 4 


The Number dais Mar ITE 


dao lun 4 inthe U.S.A.and the World 


D. 


Ee, m 1985 





Choice of 
Connoisseurs 


e people who make Asia's big 
ec ns relax with a arink ona o OV í 
ne y E ISICTT - f C1 * 
n fact, over 8: f Review reader 
COMSUME IMDONES IUO INE re mar 
74% have downed a ICI [ n 1l 






' Ac +1 } 4 
WO weel Ir Xx nw owas of Term no 
a - — ~ 4 4 , 7 
avoured a coanac. More that Ove 
—— -~ M j " Q 1l 
enjoyed wine ana a tunner AU 75 preterea arr 
^ Y "71 /£ | j , ^o" /^ ^ oP +a ' fi 
AQNO fi Cli Ur AVOTOUE OU PACIEN 
pend more Mon U55125 on liauor every 
$ / pe " 1 3 " 
ry Or f VV NICI | ) NT V Y Ld | nr RA M | KN J 
—— — ms | bhm 
Ozen of the world's D -KI 1L X OF) fe 
re f Tha | MESA ‘LA 
DOES ( Ne IKKeVview 
ee & am pm rms ym d P *e 
W PEN vou Consider#r Th 
readers hold senior positions in | 
IT ec [ [ ffi , JAN, X) S f 1 yi Ny 
YOU |i realise we ony i 
LL YA JH se uf 5 


wer arinks means 


Serious DUSINESS 


— ‘a 1e 





Authori 


All figures cre from The Far Eastern Economi 
For further information on advertisers, see our Advertisement Composite 


© Weview Subscribers Study 








It took 21 years to cultivate 
this taste for Scotch. 


It's impossible tO ECE SCOTCH FO Taste 
this smooth, overnight. You see, it takes 21 years of 
aging and delicate blending to create this extraordin 
taste. And only Chivas Brothers could create it. Royal Sah 


Presented in an elegantly handcrafted china | 


with matching velvet opera sa | 


Royal Salute by Chivas Brothers. 


Because you can’t be every place your money is, you need 
a private banker who can. 





If you're an individual who has substantial assets to manage 
worldwide, you need a partner who has a global —— 

No one can give you that like a Private Banker from Chase. 

Your Chase Private Banker will work closely with you to gain an 
intimate understanding of your financial goals, then utilize the power and 
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reach of the Chase network to make those goals reality. 
Our record of performance is enviable. And the fact that most oj 
our new clients are referred to us by our existing clients pens for itself. 
We invite you to talk with a Chase International Private Banker. 
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hen it comes to cellular mobile telephone 
networks, eve ry body wants Lo get into the act 
With svstems that are supposed to be the latest 
thing in communications technology. But making 
high-flow claims about a cellular network is one thing 
Backing up those claims is something else again. 
Nokia's mobile telephone concept is called Mobira 
We supply everything from mobile tele ‘phones to com 
plete cellular ne tworks, including base stations and 
exchanges. 
We can back up our claims with the best referenci 
installation of all. Mobira helped develop the fully 


automatic Nordic Mobile Telephone System. now in 
use throughout Scandinavia. NM Tis the most 





adv; "ELI ed { ellul; IF ty idio L lephone System H1 the 
world, and Mobira is the Scandinavian market leadei 
1983. 


Mobira can be delivered to meet any standard foi 


SINCE 


cellular networks. These light-weight mobile tele 
phones are ahead of the « ompetition everywhere. 
From Malaysia to the US. Austria and the UK. 

\nd Mobira equipmen! is already being delivered 
lor the new 900 MHz band. 

Like all Nokia communications equipment, 
Mobira systems are truly « ompatible. No matter what 
type of telecommunications network you have today. 
its compatible with Mobira! 

Mobira Is based oT the Nokia concepl al controlled 


We will get you 





growth. Start with the system you need today, and 
expand it as conditions ¢ ‘hange. The system grows to 
fit your needs—not vice versa. 

WHO IS NOKIA? 
We're a Fortune 500 company and one of the leading 
industrial groups in Seandinavia. Nokia employs 
30,000 people worldwide and has an annual turn- 
over of USD 1.7 billion. 

Our state-of-the-art expertise ranges from infor- 
mation systems and dedicated ne — to public 
and mobile te lephone systems. 

We pionee red digital transmission in the late 
1960's, and in 1982 we installed the first fully digital 
local e exe xchange i in Europe. 


Our customers have specific problems that 
demand specific solutions. Like the systems we ve 
designed over the past two decades in more than 35 
countries, including Hong Kong, Singapore, Indonesia 
and the People’s Republic of China. 

So if telecommunications is one of your top 
priorities, give us a call. We've got the answer. 
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Those who travel regularly on business This guarantees you an aisle or a window 
will value comfort and convenience all the — seat, so you're never stuck in the middle. 
way. And with the world’s favourite And when you take the American 
airline and the world’s favourite charge Express® Card with you, you can relax in 
card, that’s the package you'll get. the knowledge that you have all the 
Only British Airways’ SuperClub offer financial security you’ll ever need for 
seats that provide 2-abreast comfort, all business trips. 
the way from the Far East to the UK. Don’t leave home without it. 
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@ THIS column, and a 5TH COLUMN I 
penned — REVIEW, 25 July — have 
animadverted on some of the more in- 
explicable initiatives of Hongkong’s At- 
torney General. A reader, who wishes 
to remain anonymous, has been suitably 
inspired by Gilbert and Sullivan to put it 
to verse: 


I am the very model of a mod Attorney 
General, 

I have a three-year contract which I hope 
will be perennial. 

The trappings of my office — ranking 
fourth — are so enjoyable 

(In other jurisdictions I may now be 
unemployable.) 

I'm out to make the purge of undesirables 
much speedier, 

I know I’ve found a licence for my drive 
against the media; 

It's time they learned their station and to 
give their tongue a civil edge; 

Respect must be commanded by the law 
of Power and Privilege. 

For complicated fraud, I had to reach the 
inescapable 

Conclusion that our judges and our 
juries were incapable. 

The former were too ignorant, the 
latter too confusable; 

Appointment of more sympathetic 
experts was excusable. 

You see my subtle legal brain has quickly 
turned political; 

l even get confused between hyper- and 
hypo-critical! 

In matters pornographic, colonial and 
criminal, 

I am the very model of a mad Attorney 
General! 


€ SPARE a thought for an unlucky 
Filipino, Juan Acabo, a man the stars 
did not favour. His sad story began 
when he received a letter from his 
ounger sister who also had her trou- 

les: her husband had left her after she 
gave birth to her first child and she 
asked her brother for money. To help 
her, Acabo pawned his P500 (US$28) 
wrist watch to his cousin for P200, but 
his cousin then lost the watch to a rob- 
ber. Neither was his cousin's life a 
happy one: his father was treating him 
like a slave, and Acabo himself had 
known the sharp end of his uncle's 
tongue. When he visited his uncle, he 
was sharply rebuked and spent a 
sleepless night at his uncle's house, 
as caretaker since it was under re- 
pair. 

Alone with his thoughts, Acabo de- 
cided to end his life and at the same time 
make a funeral pyre of his hated uncle's 
house. He obtained some matches and 
kerosene which he poured over the mat- 
tress. He then stripped the insulation 
from an electric wire and wound it 
round his neck, set fire to the mattress 
and threw the switch on the fuse box, 
expecting electrocution. 
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Unfortunately a fuse blew, cutting 
off the power, and Acabo decided 
against death by burning. Untying the 
wire, he leapt out of the second-story 
bedroom window. He was then set upon 
by an angry mob of neighbours whose 
homes were being threatened by the 
fire. He sought refuge with the local au- 
thorities, who promptly arrested him on 
a charge of arson. The Manila tabloid 
People's Journal Tonight, which report- 
ed Acabo’s tale of woe, added insult to 
injury with its headline: 





e OVER in Indonesia, the Jakarta Post 
on 5 November 1985 had another story 
of suffering to tell in a cutting sent in by 
M. Dowling of Hawaii. This one was 


headlined bluntly: “Security man 
beaten for breaking wind,” and, quot- 
ing the daily Kompas, reported that En- 
dang Sudrajat, chief of the Manonjaya 
village in West Java, was being ques- 
tioned by the authorities. Apparently 
the chief had taken great offence when a 
man named Suhana "loudly broke wind 
as Sudrajat strode into his office." 

The account continued: “Sudrajat, 
visibly startled, stopped and turned 
back towards Suhana who was joking 
with other office assistants in the cor- 
ridor. In a fit of anger, Sudrajat tore off 
Suhana's belt and beat him with it. The 
paper said Suhana spent a week in hos- 
pua with serious injuries to his face and 

ody. 

The account concluded: "Sudrajat 
told investigating officers he wanted to 
teach Suhana a lesson for indisciplinary 
flatulence." 
€ INDISCIPLINARY flatulence? Poor 
Suhana might well have made good use 
of a new product from China, purchased 
recently by Tony Evans: 





On the other hand the balm may 
have been of more use to Sudrajat for, 
as Evans comments, though he has care- 
fully studied the instructions on the pac- 
ket for the balm, he is unable to decide 
whether it should be used by the perpet- 
rator or the perpetratec. 












e THE Taiwan makers of a "Magic 
Stick," which appears to consist merely 
of a small metal bar with a cord loop 
through a hole in one end, make ex- 
travagant claims in a brochure sent to us 
by Alan Sycip. They allege that it can 
"cultivate every one's faith, courage 
and perseverance," that it will "prompt 
your potential wisdom and reaches the 
affect to acquire wisdom from playing." 
that, coming from “the Orient's mysti- 
cal ancient game," it demands "full at- 
tention to the motion of ‘Knots 
Opened,’ you will enjoy a self-denying 
spirit level.” 
But that's not all. The blurb goes on: 


“+ Semel os is 2, it iociodes le le te 
eahencing more attraction than 
“Magic Cube” 

* To test your power to think, 
to ensty se and to speculate. 





And another advertisement, in the 
China Post, for a Magic Pen, spotted by 
M. G. Bielarezyk: 


EVESDROPPING PEN 


Iestathad rrscraphone will t: ansme to FM radin reonvers 
in thé dia! wavelength of BA to 108 


New Remote Controling Pen 
Controls the aft/on switch of afi home appliances 
within 10-20 metert. can be weed as Alarm vystem 


REMINDING POP (MEMORY ALERT) 
PUT REMOTE CONTROLLER IN WHAT BUONO WITH U WHEN 
FORGET THE RECEIVER WILL MAKE AS SOUND AS 81-81 


@ THIS from a tin of “Honey-Bitter 
Sweeties” purchased by L. J. Lamb: 


WITH A HUNDRED HISTORY & 


POPULAR IN EVERY WHERE. 
Chieh Dong Bitter Tea Candy is 
relined from honey. It not only 
has excellent quality but also 
good in efficiency. It is cool and 
reduces temper, so is popular a- 
mong users. Please dont chew 
it and let it melt in mouth to keep 
its special taste 


BE CALM & UNMOVED. 


e DR Ernst Illsin- 
ger may or may not 
sing ill in his bath 
but was silenced by 
a notice in the 
shower he was us- [ 
ing at a beach bun- 
galow at Carita, In- 
donesia. 

He was not be- 
ing invited to retain the facility: the 
Indonesian above means, “Please turn 
off the tap.” 
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The latest rebellion did not show the way to full democracy 


The coup mentality 


By John McBeth and Paisal Sricharatchanya in Bangkok 


Never in Thailand's 
history of 15 attempt- 
ed coups have so many 
crucial questions been 


left unanswered as 
those which remain 
after the abortive 


none 9 September rebel- 
lion. Although the government is tak- 
ing the unprecedented step of prosecut- 
ing 40 people allegedly involved in the 
bloody revolt, it is clear that only half 
the story is likely to emerge — either 
in official statements or in court testi- 
mony. 

While it serves no particular purpose 
merely picking over the bones of ru- 
mour and speculation — well-founded 
and well-sourced as much of it may be 
— it is important to examine the nature 


- of the latest upheaval and what impact it 


may have on the kingdom's faltering 


| steps towards fully fledged democratic 


rule. Perhaps the best that can be said is 
that the coup did not succeed and that it 
is now eight years since one did. On the 
other hand it has demonstrated once 


- again a depressing fact of Thai life: that 


armed insurrection is still looked on by 
some as the only effective instrument of 
change, whether the motive is honoura- 
ble or not. 

Most coups in Thailand have been 
launched in the name of national secu- 
rity, a particularly convenient excuse 
for intervention during the guerilla war 
against the Communist Party of Thai- 
land (CPT) and one which many fear 
could be used again if Vietnamese 
troops apply more direct pressure along 
the Cambodian border. The last two un- 
successful attempts, however, have had 
an economic justification. 

In 1981, the Young Turks under Col 
Manoon Roopkachorn homed in on 
ethnic Chinese monopolistic capitalism 
and threatened partial nationalisation 
of commercial banks. On 9 September, 
it was simply the effects of the current 
downturn in the economy — the only 

ossible explanation that could have 
* offered, even if at least two of the 
leading suspected supporters have been 
associated with the very commercial in- 
terests Manoon sought to break up four 
years earlier. 

The majority of opinion indicates 
the real motives had a lot more to do 
with a marriage of elements: those who 
were hurt by the collapse of the chit- 
fund schemes early this year and those 
who were driven by the oldest reason of 
all — ambition and a thirst for power. 


E 
The king: the people have faith. 


Still, it would be misleading to call it an 
aberration because there are many 
Thais who remain unconvinced that the 
military — or at least factions in it — is 
prepared to accept a significant shift in 
the balance of power which the politi- 
cisation of the grassroots population 
would inevitably bring about. 

And it is not simply the military in 
isolation. Former supreme commander 
Gen. Saiyud Kerdphol points a finger at 
big business as well and at the way 
senior executives have traditionally cul- 
tivated relationships with senior gener- 
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als to secure an advantage over their 
competitors. 

"Business people do not want to fol- 
low true democracy because they have 
to compete with others in à fair game," 
he said in an interview. "All they had to 
do up to now to make quick money has 
been to back the right horse [in the mili- 
tary|.” And what of the retired generals 
who still retain some of their influence? 
"Old soldiers never die — we allow our- 
selves to be used for personal gain. We 
should honour ourselves and others will 
honour us." 

One example of the power of money 
may lie to a degree in the downfall of the 
Young Turks themselves, the group of 
Class 7 graduates from the Chulachom- 
khlao Military Academy who in the lat- 
ter half of the 1970s became the most 





important and cohesive faction in the 
Thai army. It was they who brought 
Kriangsak Chomanan to power in the 
October 1977 coup and it was they who 
pulled the rug from under him two years 
later and gave the same leg-up to 
Prime Minister Prem Tinsulanond — 
only to see their ambitions fall apart 
when the palace intervened openly 
against them in the abortive 1981 coup 
in which they tried to replace Prem. 

In a revealing interview with the 
REVIEW, one of the group's founders, 
newly elected Bangkok governor retir- 
ed major-general Chamlong Srimuang, 
said he dropped out of the Young Turks 
shortly before the 1981 rebellion "be- 
cause some of our members changed 
their ideology . . . I had always believed 
that if we wanted to do something big. 
we would have to have an unwavering 
and genuine ideology. " 

Asked about the nature of thé 
change, he referred to vested interests 
and money, but at the same time he de- 
clined to say whether his views had been 
reinforced by the circumstances sur- 
rounding the September plot and the 
personalities and financiers said to have 
been involved in it. 


Mic analysts agree that the latest 

upheaval probably did little — on 
the surface at least — to set back the 
growth of democracy. But the suspected 
involvement early on of sentor serving 
army officers has muddied the waters 
enough to raise questions over the long- 
term prospects for a country whose 
feudalistic past still acts as an obstacle to 
fundamental change. Saiyud notes that 
a good many people tend to feel that 
Thailand has to be ruled by the military 
and that without it, nothing will suc- 
ceed. “It might be true,” he said, “but 
this is a transitional period and the mili- 
tary cannot do everything; it should 
gradually divorce itself from non-mili- 
tary affairs, but continue to support 
elected civilians.” 

While they acknowledge that per- 
sonal ambition will always be an indivisa- 
ble and disturbing factor, both Satyud 
and former 4th Army commander Gen. 
Harn Linanond — the two generals who 

robably did more than most in shap- 
ing Thailand’s successful Counter-in- 
surgency strategy — are convinced that 
the military in general is genuine in its 
support of democratic ideals. The prob- 
lem, as they see it, liesin the perception 
shared by certain personalities that the 
only way to solve a crisis or a fundamen- 
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tal problem is by di 


'ect intervention. 

‘This manifests itself in particular in 
the continuing debate over Prime 
Ministerial Order 66/2523, a policy di- 
rective issued in 1980 which prescribes 
political rather than military. action 
against Thailand's communist rem- 
nants. Regarded as a direct offshoot of 
the strategy adopted by Prem and Harn 
during their service together in the 
northeast, the document lays down four 
tasks for the military — national de- 
fence, the internal struggle against the 
CPT, national development and the en- 
hancement of democracy. 

What many senior officers cannot 
agree on is the correct interpretation of 
"enhancement." Some hold to the view 
that this means the military — because 
of its experience in fighting rural in- 
surgency — should take the leading role 
in the move towards so-called “full 
democracy” — a favoured phrase which 
in itself has never been clearly defined. 
But Harn, who was recently elected a 
deputy leader of the 
Democrat Party and has 
been a dynamic cam- 
paigner in a series of by- 
elections over the past 
year, has no such illu- 
sions, 

“The armed forces 
are not the builders of 
democracy," he says em- 
phatically. “They should 
only support its growth. 
The real enemy of the 
armed forces is dictator- 
ship. The military people 
should come around to 
thinking that they and 
the political parties are 
something that should go 
well together. It is a pity 
that some of them still 
look on the political par- 
ties as their enemy.” 

There was no clearer 
an illustration of just 
how certain elements in 
the military do look 
down on civilian politi- 
cians than in a strongly 
worded commentary over the army- 
operated radio network on 11 Novem- 
ber, which attacked election overspend- 
ing, accused parties of self-interest and 
insincerity, and hit out at one in particu- 
lar for allegedly selling itself to a foreign 
power. Despite the bloodshed on 9 Sep- 
tember and the unsettled political at- 
mosphere that has prevailed ever since, 
the army gave itself a pat on the back. 
"Only the army has never abandoned 
the people and is sincere towards the 
people," the radio said, referring point- 
edly to.a statement by supreme com- 
mander and army commander Gen. Ar- 
thit Kamlang-ek that "only the armv 
promises hope for the people." 

Such outbursts, the latest coming 
only two days before Bangkok's first 
gubernatorial elections in 10 years, in- 
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n. "I have been a soldier all 
my life," he told the Review. "How 





could I join a party that is the enemy of 


the armed forces." And in a later com- 
ment to the Bangkok Post, he added: 
"The army might have forgotten the fact 
that democracy did not prosper here be- 
cause some army officers staged coups 


to seize power every two-and-a-half 


years." 


AY from strong indications that the 
bulk of the military votes went to 
Chamlong. the exact impact of the 
army's radio campaign on the average 
Bangkok voter was not clear. Mam 
analyses contended that the anti-politi- 
cians attack made it too obvious that the 
army was backing Chamlong; and thus 
might have been counter-productive for 
a period. However, his overwhelming 
victory reflects — at least in part — a 
general disenchantment against the es- 
tablished political parties. 

The broadcast was similar to strident 
FINANCIAL TIMES 


military criticisms of the civilian politi- 
cal structure that accompanied an army 
campaign in 1983 to force through a 
series of ill-fated constitutional amend- 
ments (REVIEW, 7 Apr. '83). Backed by 
Arthit, current chief of staff Gen. 
Chaovalit Yongchaiyut and then Ist Di- 
vision (now Ist Army Region) com- 
mander Lieut-Gen. Pichit Kullavanich, 
the amendments would have extended 
the powers of the military-dominated 
appointed senate and allowed serving 
military officers and civil servants to 
hold ministerial posts. 

The amendment issue may now have 
faded somewhat, but there is plenty of 
evidence that the military still sees it- 
self as the cutting edge. Clearly the man 
to watch is Chaovalit, who developed 
66/2523 from a raw anti-insurgency stra- 
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tegy into what he sees is a programme of 
military-guided national political deve- 
lopment. While his relationship. with 
Arthit and Pichit appears ambiguous at 
best, complicated as it is by his links to 
Prem and the backing he receives from 
the strongest faction in the army, 
Chaovalit appears to articulate the army 
establishment line 

In a 66-page manifesto released in his 
name in 1983, Chaovalit said the sover- 
eignty of the masses was in the hands of 
political parties who did not understand 
and were not interested in the problems 
of fighting communism, Last month. in 
a similar summary dealing with progress 


in the implementation of 66/2523, he — 


told 800 senior government and military 
leaders that the immediate task was to 
expand the sovereignty of the people 
and to give them a real stake in demo- 
cratic rule. 


Surprisingly, Deputy Prime Minister - 


and Democrat Party leader Pichai Rat- 
takul does not appear to be worried 
fanccoxrost about such rhetoric, 
which at times seems pur- 
posely vague. Talking of 
Chaovalit — who is tip- 
ped both to succeed Ar- 
thit and possibly move 
on to the premiership — 
he said: "I think [he] is 
honestly and sincerely 
democratic-minded and 
his thinking is similar to 
mine.” The chief of staff 
has said on several oeca- 
sions he intends to retire 
at 55, coinciding with the 
scheduled 1987 general 
election. 





n a more direct illustra- 

tion of the army posi- 
tion in politics, Pichit 
says the military has to 
be the pillar of demo- 
cracy, both in à leading 
and supporting role, 
“Anytime democracy 
tends to crumble, the 
military will have to step 
in,” he told the REVIEW, 
clarifying at a later point that the inter- 
vention should only be temporary. “The 
people have a high regard for the mili- 
tary [which] was born with the country 
747 years ago. We don't think we are 
warlords because many of us are the 
sons of peasants.” [n making this point, 
however, he indicated he was not in 
favour of applying the same Golkar- 
type system as in Indonesia — some- 
thing that has been talked about often in 
Thai circles, but which demands as a 
prerequisite complete unity in the mili- 
tary. 

Pichit, West Point-trained and gen- 
erally regarded as the country's most 
capable combat general, agreed there 
had been a slight improvement among 
the political parties in terms of their 
structure and organisation, but said 
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coalition, saying they had been fighting 
against each other and complaining that 
some ministers had dismissed civil ser- 
vants whom they did not like. 

While the coup may still be looked 
on in some quarters as the overnight sol- 
ution to a perceived national crisis, 
¿palace constraints and rival ambitions 
and divisions within the military have 
made the chances of it succeeding an in- 
_creasingly difficult proposition. 
. Military traditionalists are critical of 
¿what they feel is a deterioration in the 
chain of command and the way it has 
been replaced by what one calls "father- 
and-son" relationships. Leaving aside 
the 1932 revolution which brought an 
.end to the absolute monarchy but in- 
¿stalled in its place the absolutism of mili- 
stary and bureaucratic rule, seven of the 
15 coups over the past 53 years have 
been successful, largely because they 
were what Saiyud likes to call "co- 
)perative" coups. "To stage a success- 
ful coup.” he says, "you must have 
unity.” 
—. Few anaylsts these days overlook the 
position of the palace in the overall 
scheme of things. particularly in the 
context of the vacuum that was left 
when the era of the military strongman 
came to an end in the 1973 student-led 
uprising. While the monarchy is re- 
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course of events — as was evidenced in 
1973, during the 1981 Young Turks 
coup and possibly this year as well. As 
King Bhumibol Aduly adej told a BBC 
interviewer in. 1980: "It seems to be a 
very bad thing to defuse a crisis because 
one touches polities, but if we try to put 
reason into the heads of people I don't 
think that is so bad . 
fuse a bomb, it will blow up. 


alking to a Harvard International 

Review researcher m 1983, the 
monarch was asked whether he consider- 
ed himself a kingmaker in choosing prime 
ministers and others in the Thai Gov- 
ernment. His reply was equally i- 
luminating. "We must go back to the 
principle of the constitution for a mo- 
ment." he said. "In the constitution it ts 
written that the king appoints the prime 
minister. This i5 a system in which. 
perhaps, the experience of the king can 
be of use in looking for people who 
would be a suitable prime minister. The 
president of parliament will come for 
consultations, but the king may have 
more power because the people have 
faith i in their king. 

.in principle itis exactly the same 
as any constitutional monarch when 
there ts a constitution which says that 
the monarch or chief of state appoints 


the explanation. for changes in the 
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 berstamp. But if the chie 





f of state is bet- 
ter, they will perhaps ask for his opinion 
because the opinion is respected — that 
is the difference." He added: "But how 
can I have the respect of the people? It is 
because I don’t use the power as vou de- 
scribe — if there is a rule I go by the 
rule. But if there is no rule, then my 
opinion would be heard.” 
Knowledgeable | observers would 
find it difficult to disagree with the mili- 
tary's criticism of political parties, even 
if civilian politicians do not have the 
only mortagage on self-interest, ambi- 
tion and opportunism. But times may be 


changing. Under Pichars able leader- 
ship, the resurgent Democrats have 


been showing the way to other parties in 
seeking to stre ngthen its grassroots sup- 
port, winning three out of four by-elec- 
tions it has contested over the past year 
and looking very much a force to be 
reckoned with in 1987, 

Thailand's oldest party, one of the 
four partners in Prem's coalition. gov- 
ernment, now has 102 branche cs in 47 of 
Thailand's 73 provinces and a claimed 
nationwide membership of 300,000, 
which Pichai hopes — perhaps over- 
ambitiously — will touch the | million 
mark by the end of next year. Although 
it has been dogged by financial difficul- 
ties throughout its 40-year existence, 
the party has now finally acquired its 











own land and headquarters — a Baht 8 
million (US$300,000) building on which 
it still owes Baht 2.7 million. In an effort 
to keep ahead of running costs, each of 
the party's nine ministers pay Baht 
2,500 a month into a central fund, and 
its 57 parliamentarians weigh in with 
Baht 800. Sull, the signs are encourag- 
ing. “Many businessmen have ap- 
proached us offering to help,” said the 
affable party leader. “We tell them to 
please donate money — but not with 
Strings attached.” 

The branch offices, the bulk of them 
in the Democrat strongholds in the 
south and the northeast, are looked on, 
as they should be, as stepping stones to 
wider grassroots support. So too is the 
party's growing involvement in provin- 
cial and municipal elections, with 
Democrat-affiliated members recently 
securing all 18 municipal seats in the 
central plains province of Chachoengsao 
and taking a similar hold on both the 
municipal and provincial councils in 
northern Kamphaeng Phet. 

But Pichai, who plans to retire in five 
years time, is far from satisfied. "We 
are still weak and there are still many 
drawbacks," he says. “We haven't been 
able to go down deep enough." 

The other major parties — coalition 
members Social Action (101 seats) and 
Prachakorn Thai (33 seats) and the op- 
position Chart That (109 seats) — do 
not seem to have done nearly the leg- 


work of the Democrats, who are quietly 
confident of significant gains in the next 
general elections. Pichai feels that a 
two-party coalition could. very well 
emerge in 1987, possibly with former 
prime minister Kukrit Pramoj's Social 
Action — a party with the same general 
platform as the Democrats, but one 
whose ideals and sense of direction have 
been blighted by all-too-familiar inter- 
nal rifts. Some political observers take 
the view, however, that such a result 
would require pre-election coordina- 
tion carried out through an umbrella- 
type bipartisan council — an arrange- 
ment neither party seems particularly 
keen on. 


hether the military is genuine in its | 


professed desire to see a strong po- 
litical party structure remains an in- 
triguing question, given the fact that it 
would tend to cause a serious erosion in 
its customary place in the sun. It has 
often been felt that the Democrats have 
been a target of military criticism for no 
other reason than its recent run of elec- 
tion successes. But though it is no secret 
that Harn's conflict with Arthit during 
his latter years in the service did not 
end with his retirement, Pichit also 
singled out the Democrats as the only 
party whose politicians seem to take 
pleasure in making personal attacks 
against senior army officers, including 
himself. 














The Ist Army commander claimed 
sources in the party itself had told him 
that the logic of the Democrats was that 
if they could attack "the big men" and 
get away it, they would gain consider- 


able face among the people. "I have 
never considered mvself an enemy of 
the Democrats. so why do thev trv to hit 


me from behind," he complained. “H 
they are just trying to defame the army, 
then we cannot be friends. Everyone 
has a limit to their patience.” 

Pichai prefers to put a brave face on 
it all. “The military as an institution 
does not look at us as an enemy, it looks 
on us as a party which has tried to ex- 


pand with the support of the grass- 
roots," he said. "But vou do have 
micro-elements [in the military] who 
| continue to believe that they must have 
| a vital role to play. I agree that they 


should have a role to play, but I also be- 
lieve it should gradually recede 

The last word probably belongs in 
the countrvside, so long ignored by the 
powerbrokers of Bangkok. Asked what 
system of government he preferred, 
Suphanburi province village headman 
Prod Phopaichitr told the REVIEW: “I 


prefer parliamentary democracy be 
cause there is a built-in flexibility and 
people can air their complaints to get 
| a better deal. The other wav, it is one 
person talking, and everything comes 
down from the top — there is no flexi- 
bility.” o 





nium And by the first week 
of —— Chamlong was sudden- 
ly being 


er. 

What remains to be seen now is how 
Chamlong can work with the Demo- 
crats, whose candidates won 35 of the 
54 seats in the somewhat overshadowed 
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Economic ills stir support 
for leadership change 


The old assertion of 
critics that Prem was 
indecisive — an often 
expressed view in the 
initial years after he 
assumed power in 
1980 — has been re- 
dude vived in the wake of 
the failed 9 September coup attemp. At 
the height of the day-long rebellion, a 
broad section of Bangkok's populace, 
particularly the less educated, was 
cheered at the prospect of a change in 
the national leadership. This attitude 
was linked to a vague and somewhat il- 
logical hope that à new administration 
would somehow help correct the vari- 
ous ills now afflicting almost every sec- 
tor of the Thai economy. 

In a society where people easily grow 
tired of things and personalities, the de- 
sire for change did not come as a sur- 
prise. And it was made all the more pro- 
nounced by the fact that under Prem's 
five-year-old administration, the coun- 
try has been battered by a series of eco- 
nomic woes. Depressed international 
commodity prices since the early 1980s 
have been aggravated by a domestic au- 
sterity programme. Businesses here — 
especially small- and medium-sized en- 
terprises — have been increasingly com- 
plaining about consumption cutbacks 
and spending curbs. 

Many people wanted to see a change 
in government simply because, for 
them, change means hope. These peo- 
ple disregard the fact that a change in 
leadership is no guarantee that the 
economy will improve. 
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There is little doubt that Prem's 
popularity has suffered in this unfavour- 
able light. Aside from the renewed alle- 
gations of the prime minister's indeci- 
siveness, his government has frequently 
come under fire for being unable to im- 
plement à comprehensive programme 
to tackle problems of lost business con- 
fidence, stagnated investment, high in- 
terest rates and growing unemploy- 
ment. 

Belving his critics, Prem has at times 
demonstrated decisiveness, and his po- 
litical backing from the country's most 
powerful quarters has diminished lit- 
tle from the days when he assumed 
power. 

Despite the controversy which lin- 
gers on over the November 1984 cur- 
rency devaluation, Prem's decision to 
approve the devaluation and his firm 
stand against a challenge to his author- 
ity from Arthit in the devaluation after- 
math won him widespread admiration 
both at home and abroad (REVIEW, 22 
Nov. '84). 


he prime minister was also praised 

for effecting an emergency decree 
early this year outlawing the country's 
various high-yield pyramid money pools 
— a move he took, a source said, de- 
spite his awareness of possible serious 
political consequences. Resentment 


against this action is said to be one of 


several motives behind the recent coup 
attempt. 

Pichai said: “Among the people, 
Prem's popularity might have dropped 
somewhat because government actions 





have not produced good results. [It is 
true that] the people are feeling de- 
ressed and there is a state of despair — 

ut not to the extent that they wanted to 
get rid of him. Prem is still the best 
leader available. He is a man of excel- 
lent leadership. He can make up his 
mind after all sides have aired their 
views." 

Despite intermittent anti-govern- 
ment grumblings within factions of the 
SAP, the largest coalition partner of the 
present government, Kukrit fully sup- 
ports them. Sources close to Kukrit told 
the REVIEW the elder statesman would 
like to see Prem remain in power at least 
until the government completes its cur- 
rent term in 1987 as part of his political 
conviction that this would help bolster 
the growth of Thai democracy. 


Perhaps more significantly, Prem 


continues to enjoy favourable backing 


Kukrit: full support. 





gion chief Lieut-Gen. Pisit Hemabutr in the northeast. 
It was Suchinda and ——— then commander of the 
-based Ist Infantry 


on, who were credited 


with playing s significant role in choking off the abortive ? 


was 51-year-old Maj.-Gen. Wimon W 


At last count, 17 ofthe original 138stong 138-strong class were be- another Class 5 officer and former commander of the Ist 
lieved to be still in service, handful of those in the air Special Forces Division at Lopburi, north of Bangkok. - 
~ force and the police. About 30 among them are now holding Informed sources say Wimon organised the airlift of a 
the rank of two-star ¢ company of crack I forces — ok after 
The leader of the class of 1958 is Lieut- then deputy army commander Gen. 
Gen. Suchinda Kraprayoon, appointed assistant — a one-time commander of the il Warfare 
chief of staff for operations who is known to be close Centre — Minot lm In the carly Bowie oF 9 S tember. 
to Chaovalit. behind him in seniority is his Alt h he is regarded as a soldier’s er, Wimon has 
classmate and —— sen. Issarapong, already da dabbled in the d user ys ring, throwing 
52, now a deputy commander 2nd Army Re- port behind the army- 


FAR EASTERN ECONOMIC REVIEW e 28 NOVEMBER 1985 





September coup a bitter rivalry with Manoon 
Class $ graduates at eur and probably in reality, which pus. its be be gs in the turbulence of the mid-1970s. 
the Chulachomkhlao Apart ormer infantry colonel who is now under- 
oday hold the balance stood to tae acta qui cina of communication, Mano- 
"al Thal Army. With- on's power play apparently did not involve any of the other 
out them, it is difficult to imagine a coup 37 officers sacked with him following the abortive 1981 
s given the command they have ya 
— combat psa ssara 's replacement as chief of the ponen im- 
try, cavalry, artil rtant Ist "ia We simeal TOctober miitary CON 


from the palace. The latest coup at- 
tempt, while exposing rifts in the mili- 
tary, also demonstrated that Prem's 
military supporters had the clout to 
crush those who would like to see him 
removed. 

And despite his eroded popularity in 
Bangkok, Prem still has strong support 
in the countryside where he is fondly re- 
garded as a good, honest general worthy 
to carry on the leadership. Rather than 
blaming Prem, the average rural worker 
does not hesitate to direct his criticism 
at ministers below Prem for the govern- 
ment's failure to solve the current eco- 
nomic problems. 

This broad-based up-country view 
reflects Prem's unique style of leader- 
ship in which he often gives the appear- 
ance of being aloof from the decision- 
making process on sensitive issues. A 








Prem's style resembled that of Han Fei 
Zi, a Chinese ruler who lived in the time 
of Confucius — around 500 BC. A 
Chinese philosopher described Han 
thus: 

"He causes the wise to bring forth all 
their schemes and he decides his affairs 
accordingly: hence his own wisdom is 
never exhausted. He causes the worthy 
to display their talents, and he emplovs 
them accordingly: hence his own worth 
never comes to an end. Where there are 
accomplishments, the ruler takes credit 
for their worth. Where there are errors, 
the ministers are held responsible for 
the blame. Hence the rulers name 
never suffers. 

"Thus, though the ruler is not worthy 
himself, he is the leader of the worthy: 
though he is not wise himself, he is the 
corrector of the wise. The ministers 


senior Thai official suggested that | have the labour, the ruler enjoys the 
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1983 aimed at restoring the powers of the military-domi- 


nated senate. 


In an interview at that time, he said senators should be 


E 





; F ` 2 a 
Ceramics factory: small business enterprises complain about spending cuts. 


given authority to protect matters involv 


terest “otherwise parliament will only be a forum to protect 
the interests of a privileged group" — a reference to MPs 


who he claimed had been elected b 


ence and naturally would be seeking a return on that invest- 


ment. 


ots leading lights of the class include 2nd Cavalry Di- 
Maj.-Gen. Ariya Ukhotkit, whose 

command covers tank units in Bangkok and the central 
| Anti-Aircraft Division chief Maj.-Gen. Viroj 
it, Artillery Division commander Maj.-Gen. 

Nilkam, 2nd Special Forces Division commander 
Maj.-Gen. Kachorn Ramonwong, newly 
Cavalry Division chief Maj.-Gen. Pairoj 
Cherdchai Theerathanon, Boontaen Nienchaloei and San 
Sripen, all also major-generals, whose 9th, 6th and 2nd divi- 
sions quur frontline and reserve positions along the Cam- 


vision commander 


r. 


The two combat formations that do not 
are the Haad Yai-based 5th Division in the so 
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| the government should revert 
| pansionary 


success. This is called the maxim of the 
worthy ruler." 

Partially dictated by the standard 
prescriptions of such multilateral lend- 
ing agencies as the IMF and the World 
Bank, Thailand's economic policy ac- 
cords high priority to the austerity 
drive. This is seen as the only way to 
prevent the country accruing excessive 
debt at a time of shrinking export earn- 
ings. 


hile government leaders have 

openly conceded that the country 
is experiencing difficult times, they also 
argue that Thailand's current economic 
performance is comparatively better 
than most other countries in the region. 
Against a 6% expansion of GDP last 
year, growth is variously projected at 


between 4% and 4.5% this year. In re- 
| cent months, Thai officials have fre- 
quently compared these figures with 


| the previous three decades 
| and-gloom sentiments now sweeping 


Singapore s negative growth 

But Thailand's 1985 performance 
will still be substanatially below the 
more than 7% average annual growth of 
[he doom- 


the country have seriously eroded confi- 
dence in the business community, damp- 
ened investment and threatened to 
deepen the general economic slowdown 
over the next two years. In a recent in- 
ternal memorandum, Bangkok Bank 
president Chatri Sophonpanich 
scribed the current economy 
as the worst in 20 years 

Many in the business community feel 
to an ex- 
policy reactivate the 
economy. However, any radical change 


de- 
situation 


to 


| is unlikely given the authorities’ de- 





Ist Special Forces Division, both of which are now com- - 
by Class 8 officers. Analysts note that though Class 


clared firm intention to stick with the re- 
strictive approach 
— Paisal Sricharatchanya 


linked to Prem; Viroj, Puchong and director of army per- 
sonnel Maj.-Gen. are linked to Arthit: 

use of financial influ- Suchinda and are linked to Chaovalit. 
“They have the a to shift with the times," 


one experienced observer said. “More recently, they have 
distanced themselves somewhat from Arthit, but Arthit still 


as the 
ed Ist  Sitthi Chirirote, 
anurai and a trusted 
Boonchu 


Boonchu has been 


to Class 5 
. and the 


feels comfortable with them d the apparent su 
they have been Prem on certain political issues. 
Class 5's also extends elsewhere, with police 


Maj.-Gen. Boonchu Wangkanon he the Crime Sup- 
pression Division, and class caves ai Sa 


nlet Pongpak 


-serving senior aide to Interior Minister 
army chief of staff in 1977 and 1978, and 

of Prem. 
| Boonlert worked together in the investiga- 
tion into the 1982 assassination attempt against Prem, and 


ent in newspaper headlines over 


the past year for his role in the prosecution of chit-fund 
ron rss a M ae ue feel was the trigger 
or the 9 September inci 


nt. — John McBeth 
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The 4th Cavalry Bat- 
talion, with its Ko- 
rean War-vintage M- 
41 tanks, has played 
a central role in most 
y of the powerplays in 
Thailand over the past 
15 years. But in the 
urks coup, Thai- 


QUESTIONS OF LOYALTY 


April 1981 Young 
land's oldest and probably most pres- 
tigious armoured unit was suddenly in 


the unaccustomed position of being on 
the losing side. And on 9 September this 
ear, rebellious tank commanders in the 
attalion found themselves impotent, 


- without the necessary infantry support 


to guard their flanks against threatened 
rocket attack. 

Senior officers have ruled out any 
thought of permanently stationing the 
battalion outside Bangkok, pointing out 


| By Rodney Tasker in Bangkok 
es Thailands friends 
M often despair that 


those in the military 
who feel that a coup is 
the acceptable way to 
change are not con- 
cerned at all about 
how their actions are 


-— 
Li 


But as the aftermath of the 9 Sep- 


| tember coup has shown, most interested 
- parties believe that such armed at- 


tempts to change the leadership do not 
normally shake the general stability 
which exists here. Apart from some ini- 
tial negative reaction to the coup, illus- 
trated by jitters among tourists and 
some foreign businessmen with limited 
experience in Thailand, the pervading 
atmosphere is one of business as usual. 

Some foreign analaysts looking into 
more basic issues involved in the coup, 
are expressing some concern about the 
future, however. While it is true that the 
onp failed and the all-important factor 

f the Thai monarchy remains intact, 
the fact that this latest attempt at violent 
change and a similar exercise which pre- 
ceded it in 1981 involved younger mili- 
tary officers suggests to some that a 
more fundamental element is creeping 
into what has been seen as a “Thai way ` 
of changing the power equation. 

Until 1981, the regular coups in 
Thailand were traditionally carried out 
bY senior military leaders as a way of 
changing personalities at the top. There 
Was never any threat of any dramatic 
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that it is the men and not the machines 
that are at fault. But in a scheduled 
move shortly after the latest coup at- 
tempt. part of the unit was reportedly 
ordered to join the armoured force on 
the Thai-Cambodian border — the first 
time it has been on active duty outside 
the capital. The deployment was appa- 
rently part of a routine rotation in which 
the Kanchanaburi-based 9th infantry di- 
vision took over frontier defence duties 
from the 2nd division. 

The 4th battalion was formerly at- 
tached to the 4th Cavalry regiment gar- 
risoned 100 miles away in Saraburi, 
north of Bangkok. But after the 1981 
coup, in an effort to bring it under 
tighter control, it was made part of the 
Bangkok-based Ist Cavalry Regiment 
— à move which also automatically dis- 
mantled a forward headquarters the 


| Confidence sustained 
| but the tremors linger 


political rupture or changing of Thai- 
land’s abiding anti-communist, pro- 
Western ideology. But the fact that 
oung army officers, under the Young 
urk banner, played a more prominent 
role in the two latest attempts gives 
foreign observers pause for thought. 
While there has been no visible sign that 
the contemporary coupmakers are left- 
ists, they apparently envisaged more 
radical political change — under the 
nominal leadership of old-generation 
frontmen such as Kriangsak Chomanan 
— than their older predecessors. 

The bloodshed incurred on 9 Sep- 
tember was also a new factor which 
alarmed friendly foreign governments 
and their businessmen. Almost all the 
previous coups have been peacock-like 
displays of military strength, with no 
one hurt. If tanks are ordered to open 
fire in future coup attempts, as they 
were on 9 September, there are fears 
that the Thai coup mentality may be em- 
barking on a more dangerous course as 
regards the country’s stabilty. 

The implications for Thailand's 
image abroad are fully realised by gov- 
ernment leaders. Prem spent most of his 
recent tour of the US and Western 
Europe trying to shore up Thailand's 
image after the coup attempt. In an in- 
terview with the REVIEW, Pichai admit- 
ted: “|The coup] has done great damage 
to the image of Thailand as a whole — 
especially the deaths of two foreign 
journalists." 

Yet Pichai also pointed out and ob- 
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kachorn, had established at the battal- 
ion's Kiakkai base to keep him strategi- 
cally placed in the capital. 

It is understood as well that the then 
newly appointed Ist Infantry Division 
commander, Maj.-Gen. Arthit Kam- 
lang-ek wanted to move the division's 
17th tank company from Saraburi to 
Bangkok to act as a partial counter-bal- 
ance to the 4th Battalion, but the plan 
was abandoned because there was 
nowhere to put the company. 

As things turned out, the changes 
made precious little difference, largely 
because of Manoon's charisma and the 
following he had built up. first as 4th 
Battalion commander in 1974 and then 
as chief of the 4th Regiment in 1980. 
Four years after being sacked from the 
army for his role in the 1981 upheaval, 
the 50-year-old colonel was still able to 
call on a hard core of $i ie to go 
through with the 9 September revolt — 
a tribute in many ways to his reputation 


servers agreed — with some reservation 
— that the coup had resulted in few if 
any tangible repercussions. The most 
immediate effect of a coup attempt 
which led to an officially estimated five 
deaths should be shown in the num- 
ber of foreign visitors to the coun- 
try. E ux 
Tourism is Thailand's biggest for- 
eign-exchange earner, with a net earn- 
ing equivalent to Baht 27 billion 
(US$1.03 billion) in 1984. Tourism had 
already been faring rather badly in 
Thailand in recent months, as well as 
other countries in Asia, but one major 
specific result of the coup was the can- 
cellation of a 400-strong convention of 
the prestigious Million Dollars Club. It 
was shifted from Bangkok to Singapore. 
Executive director of the Thai Con- 
vention Promotion Association Staporn 
Sirisinha commented subsequently: 
“Countries like the Philippines and Sri 
Lanka which have been suffering from 
protracted political unrest are going 
down the drain. The [coup] is a draw- 
back to our current efforts in bidding for 
the international convention trade over 
the next four years. It may have some 
medium-range impact . . .” 


Dey Secretary-General of the 
Board of Investments Staporn Ka- 
vitanond was more cautious in his as- 
sessment of the damage done by the 
coup. He said that while it would take 
some months for the real effect of the 
coup to show, there were no worries as 
regards multinational companies with 
global conceptions of where to put their 
money, but medium-sized and smaller 
companies — which Thailand hàs been 
anxious to attract into its export- 
oriented fabrication and light engineer- 
ing sectors — might think twice. 
Shaken foreign confidence may be 





ai ahi 
as a capable and caring comman- 
der. 

This quality does not apply to all 
commanders, it seems. One young rebel 
officer complained to the REVIEW 
about self-interested commanders as 
one of the reasons why he joined the 
coup, a disturbing and often-repeated 
reference to unit commanders who do 
not always give their poorly paid subor- 
dinates their full due in per diem and 
other benefits, 


he fact that Manoon was able to get 

the tanks on the move, as he had 
often boasted he could, put paid to the 
careers of 4th Battalion commander 
Lieut-Col Pinit Chomprom and his im- 
mediate superior, Col Boonsong Phat- 
tharasongkram, both of whom have 
been shunted into inactive posts. Dep- 
uty 2nd Division commander Col Tot- 
saporn Songsuwan, himself a former 4th 
Battalion commander, is reported to 
have called Pinit twice during the night 
and been told that the situation was 


Ministry of Finance: brandishing viability. 


reflected in a downturn in Bangkok's 
stockmarket. Until 9 September, trad- 
ing by foreign investors in the stockmar- 
ket over the previous two years had 
comprised a useful average 5% of total 
turnover, but post-coup figures are ex- 
pected to show a decline. The main 
reason for the decline may be the de- 
pressed state of the Thai economy as a 
whole but the political factor has un- 
doubtedly also guided foreign fund 
managers. One large British stock 
brokerage told the REVIEW that im- 
mediately after the coup a few of his 
panicky clients had asked him to offload 
their portfolios on the Bangkok market. 

On foreign loans, Thailand has so far 
managed to keep up a brave front. A re- 
cent Euroyen loan of 70 billion 
(US$343 million) arranged by the Thai 
Finance Ministry was at the cheapest 
rate ever obtained by any country — at 
an initial interest rate of 0.12575 over 
the London inter-bank offered rate. But 
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quiet. Boonsons m ic taid to have chased 
half-dressed after the departing ar- 
mour, sending for his men to turn back. 

No one is saying why the two officers 
were not aware of what was going on, 
given the fact that the rebel cavalrymen 
— many of whom had driven from 
Saraburi or even from the Cambodian 
border — spent up to four hours or 
more fuelling and loading the ammuni- 
tion hoppers of the 22 tanks involved. 
The 4th Battalion is understood to have 
about 40 M-41s. But many are out of ac- 
tion because of maintenance problems. 
Its two sister battalions in the Ist Regi- 
ment are equipped with light reconnais- 
sance tanks and armoured cars. 

Broader questions centre on Man- 
oon's apparent conviction that he could 
expect infantry support, a textbook 
necessity for any tank commander and 
certainly in a situation where he could 
anticipate opposition from a coterie of 
two-star generals who now represent 
the most powerful faction in the army. 
In this context, some Bangkok-based 
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Thai officials involved had to work very 
hard among the nearly 20 major Japan- 
ese and two US banks involved to ob- 
tain this favourable rate, and it was ap- 
parent to all that the Thai Government 


| was intent on using the exercise to bran- 


dish to the world their country's viabil- 
ity following the coup. 


iplomats from friendly countries 

would like to categorise the coup as 
a minor blip in the general move here 
towards a more democratic system of 
government. They also point out that 
two failed coups in a row should caution 
would-be coupmakers against future 
adventures. "After the last coup, future 
coups will be more difficult to carry 
out," commented a diplomat. "Each 
one that fails makes it more difficult for 
the next one." The diplomat, and many 
others, felt that the lack of unity in the 
Thai military leadership illustrated by 
the coup would also make it difficult for 


Ist Infantrv Regiment es initially 
seemed to have little idea of what was 
going on or even what side they were 
on. Correspondents, for example, came 
across a near-confrontation between two 
units close to Ist Division headquarters, 
which one officer lamely explained was 
due to a misunderstanding. 

Then there was the seeming confu- 
sion over the contingency plan for the 
counter-coup headquarters, despite the 
fact that it was drawn up shortly after 
the 1981 coup. Perhaps the most puzzl- 
ing aspect of all is why more was not 
done to nip it in the bud. “Many active 
generals have said they knew about 
the coup beforehand,” former sup- 
reme commander Saryud told the 
Review. “Well, if they Knew, why 
didnt they do anything about it? 
Why didn't the Bangkok peacekeep- 
ing force do anything? There were only 
a few tanks and infantry could have 
neutralised them easily. How can you 
explain it?" How indeed 

— John McBeth 
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one faction to gather enough support to 
launch another one in the near future. 

Some diplomats feel that, in the cur- 
rent climate of licking wounds, any 
fresh coup in the near future would 
probably be an act of desperation by 
those who feel they lost out in the last 
one. Rightly or wrongly, supporters of 
supreme commander Arthit are looked 
on as those who might still view violent 
change as a feasible vehicle for achiev- 
ing their objects. 

Another 9 September-type action 
would be truly damaging for Thailand. 
Even Pichai told the REVIEW that the 
prospect of another coup was "some- 
thing I fear." 

Thailand's friends appreciate Prem's 
ordering of a full investigation of the 9 
September incident in order to show to 
the world the effectiveness of the Thai 
legal system. But they also doubt that 
the coming trial of the alleged coup 
leaders will reveal the true story and 
that justice will be carried out fully. 

Japan, traditionally the biggest 
foreign investor in Thailand and an im- 
portant source of loans and grant aid, 
takes a particularly sanguine view of 
Thailand's future. One Japanese dip- 
lomatic source, who believes that Japan 
with its emperor and Thailand with its 
king enjoy a special relationship. com- 
mented: "While Thailand continues to 
be a monarchy, all change under it will 
have to have royal consent . . . the king 
has the power to either stop or condone 
coups." Like many Western countries, 
Japan believes that as long as the Thai 
monarchy remains intact, there will be 
no radical change — even though there 
is general agreement among diplomats 
that some leaders of the recent coup 
may have felt that they enjoyed a degree 
of backing from certain elements in the 
palace. oO 
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29 BAREFOOT 
REPORTER 


The best of the Richard Hughes 
columns from 1971 to 1983 









FarEastern Economic 


Soft Cover: 184 pages 








The life of Richard Hughes spanned nearly eight EST Publications fuut >$ m 
decades, most of them spent as one of Asia's leading RAR RASTERN. PCONONMEC ERU DEW] 
foreign correspondents. And Hughes' world was G. P. O. Box 160 

peopled by the memories of those decades. 


Hongkong. 
It was a world of the hilarious ...like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre...like the Teikoku For surface mail delivery add US$1.00 
poisoner who massacred a bank's staff for a haul of and for airmail delivery add US$3.00 


| 
| 
| 
| 
| 
| 
| 
US$800. | dissi dd R1128BFR 
| 
| 
| 
| 
| 
| 


Yes! Please send copy(s) of the 
Barefoot Reporter for which I enclose 
US$7.75 each. 


It was a world of the touching . . . like the slave send to: 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. | 710 77 T MEE 
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On the borderline 


Sino-Indian relations improve but border problems remain 


By Mohan Ram in New Delhi 


cbe contacts are burgeoning 
and their relations have not been 
more cordial since they fought a border 
war in 1962. But the latest round of talks 
at the official level — the sixth in five 
years — has failed to achieve the expect- 
ed breakthrough on the border dispute 
which both sides agree is central to their 
relations. 

In fact the Chinese have brought in a 
new element of controversy by reviving 
some of their old claims. Both sides are 
keeping up the pretence that progress 
has been made and the discussions on 
the border dispute will continue. But 
they have yet to evolve an acceptable 
basis of a comprehensive settlement and 
to agree on what would constitute a just 
solution. 

The dispute dates back to the 1950s 
when the Chinese built a strategic road 
linking their Xinjiang and Tibet pro- 
vinces across the Indian-claimed Aksai- 
Chin plateau on the western sector of 
the border. When India raised the issue 
the Chinese advanced claims in the east- 
ern sector. Thére are also minor dis- 
pu in the middle sector. According to 

ndia, 12.000sq. miles of its territory in the 
western sector was under Chinese occu- 
pation when the war broke out and they 
extended it by another 2,500 sq. miles as 
a result of the war which they ended by a 
unilateral ceasefire. 

The border dispute itself has remained 
un-negotiated since all the discussions 
before the war and after their resump- 
tion in 1981, following a thaw in rela- 
tions, have been in the nature of “talks 
about talks.” 

In June 1980, Chinese leader Deng 
Xiaoping had proposed a package solu- 
tion and repeated the offer in April 
1981. Although the contents of the 
package were never made public, it was 
understood in India to broadly mean 
that in return for India's recognition of 
the reality in the western sector 
(perhaps with a few Chinese conces- 
sions), China would formally abandon 
its claims in the eastern sector, mean- 
ing recognition of the reality on the 
ground. 

India was not enthused by the pack- 
age idea and has been insisting on a sec- 
tor-by-sector approach in view of the 
peculiarities of each of them, and wants 
an internationally acceptable geogra- 
phical criterion applied to demarcate the 
boundary. Two years ago the Chinese 
had agreed to a sector-by-sector exami- 
nation without prejudice to their insist- 
ence on a package solution. This raised 
hopes of a breakthrough. 

At the latest round, the Chinese 
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began with a reiteration of Deng's pack- 
age proposal, but said if India had any 
reservations on it, they were prepared 
to consider any counter-proposal that 
would help carry the dialogue forward. 
India had no counter-proposals but reit- 
erated that the package proposal was 
unacceptable. 

In reality, the two sides began with 
an examination of the eastern sector. 
The Chinese rejected the Indian con- 
tention that the border on the eastern 


sector extended from the trijunction of 


Nepal, Sikkim and Tibet. They did not 
recognise Sikkim's integration with 
India — but an informal assurance was 
given that nothing would be done to im- 
pair interests there pending a com- 
prehensive settlement. The Chinese 
said India was in occupation of 33,000 
sq. milesofitsterritory and theunion ter- 


XINHUA 


Deng; Bhagat; Vaidya: hopeful signe. 


ritory of Arunachal Pradesh had been 
set up on it without any legal justifica- 
tion. 

From the repeated use by the 
Chinese of the term “concessions” In- 
dian officials gained the impression that 
while it was reiterating the old position 
for record it was not pressing for the 
33 ,000sq. miles disputed territory but only 
some political and strategic segments by 
way of compensation for similar conces- 
sions India expected in the western sec- 
tor. 


[9 aradoxically, while the border dis- 
pute looks as forbidding in its in- 
tractability as ever, there is a marked im- 
provement in the climate of Sino-Indian 
relations. Prime Minister Rajiv Gandhi 
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met his counterpart 
Ziyang in New York in October and this 
is the first exchange at this level since 
former premier Zhou Enlai's visit to 
New Delhi in 1960. The Chinese have 
been suggesting that the border dispute 
be taken up at the political level and In- 
dian analysts think that a Gandhi-Deng 
meeting — on which the Chinese are 
keen — would help a political approach 
to the border dispute which so far has 
been handled by offictals 

India has accepted in principle the 
need for a political approach but there is 
no gainsaying that any such initiative 
needs a great deal of diplomatic prepa- 
ration. In the Indian view, any political 
initiative on the border can succeed only 
if China recognised India's geopolitical 
interests south of the Himalayas. Tangi- 
bly, China should refrain from any se- 
cret assistance to Pakistan's nuclear 
bomb programme, refrain from deeper 
involvement in Nepal and accept the fi- 


nality of Sikkim's integration. with 
India. 

There are a few hopeful signs in the 
situation. China has not reacted 


strongly to unofficial suggestions that it 
is involved in the Pakistani bomb pro- 





gramme. There are only polite denials. 
Significantly, though India's army chief 
Gen. A. S. Vaidya has spoken about 
this, Foreign Minister B. R. Bhagat has 
clarified that India never has said China 
is helping Pakistan with the bomb. On 
the other side, for quite some time the 
Chinese media has not been assailing 
India’s strategic relationship with the 
Soviet Union 

India no longer insists that improves 
ment of bilateral relations would have 
to await a settlement of the border dis- 
pute. It is almost axiomatic that any bor- 
der dispute would cast its shadow over 
such relations. But recently Gandhi said 
improved relations and an attempt fo 
solve the border problem could proceed 
simultaneously. 


Prémier Zhéo | 
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Zia; Benazir; Asghar Khan: new moves. 
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Making new friends 


By Husain Haqqani in Islamabad 

E: within Pakistan's 11-party 
M: Opposition Movement for Restora- 
tion of Democracy (MRD) have started 


negotiations with politicians outside the 


alliance — including members of Presi- 
dent Zia-ul Haq's non-party parliament 
— in an attempt to build a new united 


- front for the phase of politics expected 
| to begin after withdrawal of martial law. 
- MRD members, who refuse to recog- 


nise legislatures elected under military 
rule, have included Jamaat-e-Islami and 
the Pakistan Muslim League — two par- 
ties formerly considered close to Zia — 
among their new contacts. 

Zia and Prime Minister Muhammad 
Khan Junejo have promised to termi- 
nate martial law by the end of the year, 
and the national assembly is now debat- 
ing a draft law which would revive poli- 
tical parties subject to certain condi- 
tions. "Broader alignments cannot be 
ruled out as the political situation deve- 
lops," said MRD associate secretary 
Arshad Chaudhury, who has been in- 
volved in the recent negotiations. “The 
MRD has always aspired for a national 
consensus, though we will not give up 
our key demand: restoration of the 1973 
constitution.” Among the possibilities 
being discussed is the holding of a po- 
litical parties convention sometime 
soon after the lifting of martial law to 
review the new situation and devise a 
fresh strategy. 

The new moves reflect growing con- 
cern among MRD moderates over the 
failure of the opposition’s confrontation 
strategy and the rise of the Independent 
Parliamentary Group (IPG) as an alter- 
native focal point for opponents of the 


- Opposition parties seek post—martial-law alliances 


present government. They coincided 
with the departure from the country of 
MRD's — figure, Benazir Bhutto, 
who heads her late father’s Pakistan 
People’s Party (PPP). 

Benazir was arrested on her return 
from exile in August to attend the fun- 
eral of her brother Shahnawaz — leader 
of an urban guerilla group formed to 
avenge their father’s execution — and 
immediately went to France after her 
release from detention. She will remain 
there in connection with court proceed- 
ings relating to Shahnawaz’ death by 

oisoning in July. PPP activists, who 
had built up the younger Bhutto as 
another family martyr, were shocked by 
the arrest in France of his wife Rehana 
on charges of “failure to assist a person 
in danger,” coupled with reports that 
Shahnawaz committed suicide because 
he was depressed. 


A’ one political observer put it: “Bena- 
zirs departure and the scandal 
surrounding Shahnawaz' death has cer- 
tainly disappointed MRD hardliners, 
who have so far pinned their hopes on 
the charisma of the Bhutto name. MRD 
politicians now consider the time ripe 
for re-evaluating their strategy, and 
they might adopt a more pragmatic po- 
sition in the months to come.” But 
senior MRD leaders deny any 
backtracking and have refused to pub- 
licly acknowledge discussions over a 
new alliance including MPs. 

The government also continues to 
put pressure on the extra-parliamentary 
opposition, indicating it is not impress- 
ed by prospects of a change of heart. 
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D ‘leaders 


the alliance’s smaller components — 
Tehrik-e-Istiglal, led by Asghar Khan 
— from holding its party convention, 
Zia has ruled out rapprochement 
with the MRD by declaring again that 
boycotters of February’s general elec- 
tion would have to wait until the present 
parliament's five-year term expires in 
1990 to be able to return to mainstream 





politics. 
MRDS's fears of being left out of the 
political process were further 


strengthened by the presentation in par- 
liament of an amended version of the 
Political Parties Act. According to 
Junejo, restoration of political parties 
after lifting martial law would depend 
on their regulation under the proposed 
law. The Political Parties Act, which the 
draft law expands, was amended by Zia 
under martial law in 1979 to include pro- 
visions for registration of parties by the 
Election Commission. Several parties, 
including the PPP, objected to the regis- 
tration clause which would continue to 
remain in force under the law. 

The most controversial clause of the 
proposed law on political parties forbids 
floor-crossing by MPs and provides for 
automatic loss of their seats in parlia- 
ment if they change parties. Officials as- 
sert that the law is necessary to maintain 
political stability and insist it would not 
be used to bar political parties or pres- 
surise MPs. But the proposed law has 
been criticised by both independent 
MPs and opposition politicians, who 
consider it an attempt to circumscribe 
politics in the post-martial-law phase. 

Most critics of the draft law say that 
registration of political parties should 
not involve any discretionary powers for 
the registering authority while others 
object to the very concept of registra- 
tion. The law, they say, would be used 
to keep certain pre-martial-law parties, 
notably the PPP, out of future elections 
which Junejo says will be held on a party 
basis. 

The proposed restriction on floor- 
crossing has also come under criticism 
from some legislators who consider it a 
devious method to strengthen Junejo's 
Pakistan Muslim League (PML), which 
is likely to emerge as the ruling party 
after the planned revival of politics. An 
overwhelming majority of MPs have 
signed up to join the Official Parliamen- 
tary Group (OPG) but, if Junejo de- 
cides to convert the OPG into his party, 
MPs feel they will not have the option to 
remain outside the PML under provi- 
sions of the law. 

Members of the IPG have promised 
to resist the Political Parties Act in the 
national assembly and have so far re- 
jected government offers of negotiating 
a consensus similar to the one reached 
on constitutional amendments. m 
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The finest years of a great scotch whisky 
are those spent achieving perfection. 





WWF Kojo Tanaka BCI 


‘Lhe 
Giant Panda 
needs your help 
to survive 


NCE every eighty to a hundred years the 

bamboo forests in China's Sichuan 
Province, burst into flower and then dic off. And 
that’s bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

lo ensure that it has a future it 15 vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 


Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
a r p Nr. historic partnership between WWF and the 
A titt 1 Pb... Pcople's Republic of China. 

WWE has agreed to contribute US 
$1,000,000 towards a total of about US 
$3,000,000 needed by the Chinese Govern- 
ment to mount a major Panda Conservation 
Programme. This includes construction of a 
research and conservation centre in the largest of 
the Panda reserves - Wolong Natural Reserve in 
Sichuan Province. 


^us 


A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, 1s already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

Ihe Giant Panda is an endangered animal 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 


But WWF needs money — your money. 
Please send contributions to the WW F 
Vatt mal Organisation in VONT COHHIFN 01 dii ect li 
WWF International, 1196 Gland, 
A e Switzerland. 


7% 
WWF i WORLD WILDLIFE FUND 
WH Lees tht " , i ef 
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In 
the fast 
world of 
express delivery, 

Purolator has seen that haste 

can sometimes make waste. So we've made it a 
point to use intelligence with basic speed, and to 
add anticipation to plain reliability. 


This shows in the well-thought-out, 


intelligent product innovations that anticipate 

vour needs. The no-weight-limit PuroLetter is one ti 7^ 

example. You can stuff it to full capacity and 

still enjoy a standard rate. Purolat 0f 


At Purolator, we stopped to think, and that COUP TEPnm 


gave us a headstart. With a name like ours, 
we've got to work miracles. 
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Safety is very important 

to Esso. Our workers are 
constantly aware that safety 
is the number one priority, 


Extensive safety and 
health programs 

To ensure a safe and 
healthy working 
environment and to 
protect our employees 
from occupational injury 
and illness, Esso 
implements safety 
programs and 

health checks 

throughout the year. 

All employees are 

taught safe practices 

and trained to do their 
jobs safely. Those working 
in the operations areas 
attend frequent drills which 
teach them to anticipate 
and prevent accidents. 











Compulsory use of 
safety equipment 

Esso ensures that all its 
safety equipment are of the 
highest quality and 
reliability. All employees 
are aware of Esso's 
stringent safety standards 
and everyone makes sure 
that even a small 
regulatory piece of 
equipment is not forgotten 
while on the job. 


An exceptional safety 
standard 

In the area of safety, we have 
sel ourselves the challenging 
objective to operate with 
no accidents because we 
see the safety of 

our employees 

as a serious 

responsibility. 
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THE SOVIET OCCUPATION OF 





AFGHANISTAN 


A moving account of a proud nation’s struggle 
and a penetrating study of Soviet intentions 


THE SOVIET OCCUPA! ION OF 


AFGHANISTAN 


JOHN FI LLERTON 


On Christmas Eve, 1979, the Soviet Union 
launched a massive air and land assault on 
Afghanistan’s capital, Kabul. A KGB “hit 
squad” gunned down the country’s communist 
leader Hafizullah Amin and his immediate 
family. Babrak Karmal’s regime was installed 
on December 27th. The invasion left Western 
observers wondering not only why, but also 
whether, this latest major turn in 
Afghanistan’s bloody history spelled the 
beginning of Moscow’s “Vietnam.” 

Pitched against the Soviets are the 
ideological warriors fighting in the name of 
jehad, or religious struggle. Based in Peshawar 
in neighbouring Pakistan and scattered in 
guerilla units throughout the country, they are 
tough if ill-equipped adversaries who have 
drawn the Soviets into a confrontation they 
never intended. The Russians moved into 
Afghanistan militarily to shore up the unsteady 
and besieged regime it had installed, not 
become embroiled — at a cost said to be US$2 
billion annually — in skirmishes with an 





Don’t miss this best 
possible account of the latest colonial 
rape of a nation and the implications 
for the rest of the world! 


e 16 pages B&W photographs 
e 205 pages 


unseen enemy adept at hit-and-run tactics in 
equally hostile terrain. 

Author John Fullerton spent two-and-a-half 
years based in Peshawar covering the growing 
resistance movement for the Far Eastern 
Economic Review and The Daily Telegraph. 
He witnessed at first hand bloody encounters 
with Soviet troops and gunships as he 
accompanied guerillas several times into 
Afghanistan. 
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To: Publications Division, 
Far Eastern Economic Review, 
G. P. O. Box 160, 
Hong Kong 


Yes! Please send copies of The Soviet Occupa- 
tion of Afghanistan for which I enclose US$9.95 each 
(surface postage inclusive). For airmail delivery please 


add US$2.00. 
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SPENIN SULA Tw HONG KONG 


Where majestic columns soar, This is truly one 
luxury has a name in the Orient, of the world’s 


great hotels. 


The Peninsula Hong Kong. You arrive 


ina deir d Rolls Royce and 
enter a world of unabashed luxury, 
following in the footsteps of some of 
history's most famous travellers. 

The Peninsula Hong Kong is managed 
by The Peninsula Group. With a hundred 
year heritage of dedicated service to 
business and pleasure travellers in the 
Orient, we know how to make your trip 


live up to all. The Peninsula 
your expectations. Hong Kong 
The Peninsula Group 
Fulfilling the promise of the Orient 
Reservations: Contact your travel agent, Cathay Pacific Hotel Reservations Service, 
SRS (Steigenb — Preferred Hotels Worldwide 
The Peninsula Group of hotels are located in Hong Kong, Singapore, Manila, Beijing and Guangzhou. 
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FarEasternEconomie 


The Far Eastern Eco- 
nomic Review is now 
publishing a quarter- 
ly index which details 
by country and date 
everything that has ap- 
peared in the Review. 
The index is available 
on a quarterly basis. 
Subscribe now and 
each quarterly index 
will be sent to you 
automatically as soon 
as it becomes avail- 
able. A vital research 
tool, the Review in- 
dex will save hours 
of needless search- 
ing for information. 
ORDER YOURS TO- 
DAY! Only HK$175 
(US$25) for 4 quar- 
terly issues. Just com- 
plete the coupon 
below and send with 
your payment. 
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The Board of Directors of Arab- Malaysian RE TE Berhad (formerly known as 
Taiping Textiles Berhad) is pleased to announce the following audited results for the 
year ended 31st March, 1985. 


RESULTS 










" | 
15 mths Change 12 mths | 15 mths | Change 
$'000 (*) $000 | $000 Ü) 


22203 | +107 | 10593 | 7.154 | +84 






Net Profit Before Tax 
Earnings per share of 
$0.50 each 

(before tax) 

Turnover: 

(not including 
Arab-Malaysian 
Merchant Bank) 


Export 


6.6 sen* 






+ 3 | 258994 | 31,968 | +3 
+ 61 | 28,501 | 41,863 






25,894 
79,732 


31,368 
62,081 


Local 
* Annualised 


Banking, Finance & Insurance 

Arab-Malaysian Merchant Bank Berhad (AMMB) made a pre-tax profit of $42.7 million 
(compared to $42.0 million previously) and contributed $19.2 million to Group profits for 
the year ended 31st March, 1985. The Banks profits are expected to show some 
improvement in the coming year. 


Properties : | 

Properties contributed $15.0 million: in pre-tax profits compared to $5.2 million in the 
previous year. However, due to the depressed property market the level of profits is not 
expected to be maintained in the coming year. 


Manufacturing 

The textile operations made a pre- -tax profit of $1.0 million as against $0.5 million for 
the previous period. However, it is anticipated that in view of the worsening market 
environment affecting the whole industry (both locally and overseas), our textile 
operations will show poorer results for the coming year. 


Outlook 
The continuing economic slowdown — its effects on the business environment will 
affect the rate of growth of the Group and its profits but every effort will be made to 
minimise its impact on the Groups profitability. 

Dividend eg 
An interim dividend of 2% less tax was paid on 29th December, 1984. The Board d 
Directors is not recommending the payment of a final dividend. E 


Azian Hashim 
Group Secretary 
28th October, 1985, 
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Backstage at the Cantonese opera; Academy of Performing Arts: display case of the arts fragility. 


A concrete answer to 
transit-lounge arts 


By Margaret Scott in Hongkong 


O: the harbour's edge, construction 
workers this month finished a bold 
addition to the skyline and this city's 
view of itself. It is an addition shaped of 
glass and concrete as well as the desire 
to defy Hongkong's image as an uncul- 
tured outpost of commerce. 

The building is the Hongkong 
Academy for Performing Arts, the 
brainchild of the Royal Hongkong Joc- 
key Club and government luminaries as 
a way to win Hongkong a spot on the 
cultural map. 

There are 220 students (eventual- 
ly there will be 600) who: make up 
the first class in a four-year programme 
to train professional artists in both 
Chinese and Western dance, drama, 
music and technical arts. The academy, 
while eye-catching in its architecture 
and ambitions, is also a display case of 
the fragility of the arts in Hongkong. 
The performing arts capture a sparse 
audience here, and, as a consequence, 
to be an artist is an oddity and to work as 
an artist a rarity. The city’s cultural ter- 
rain is not only barren but marked by 
fissures between government-ordained 
arts — such as the Hongkong Philhar- 
monic Orchestra and a series of arts fes- 
tivals — and popular art forms, such as, 
for example, Cantonese opera. 

The towering academy ts now part of 
the landscape, exposed to all of the ob- 
stacles facing the arts. And, perhaps in- 
dicative of the difficulties, the academy 
had barely opened before it faced finan- 
cial problems and a government uneasy 
about how much it will cost to run the 
structure built by the Jockey Club. 

Artists fit awkwardly in Hongkong, a 
city of immigrants driven here by a fear 


FAR EASTERN ECONOMIC REVIEW e 28 NOVEMBER 1985 


of communism. Chang Tsong-zung, the 
owner of a gallery that exhibits contem- 
porary art, calls Hongkong a transit 
lounge, a place to flee to, make a new 
life and then flee somewhere else. A 
transit lounge offers little sense of place 
or the room to nurture a cultural iden- 
tity and creative vision. 

“And now it is a place with a dead- 
line for a future. It is a city that is going 
to metaphorically die,” says Chang. 
Death in the form of reversion to China 
in 1997, adds yet another layer of cul- 
tural discontinuity on a city already cul- 
turally stagnant. 

With commercial activity prized and 
artistic activity virtually ignored, most 
artists who remain in Hongkong wind 
up working in some sort of commercial 
project from films to advertising to 
popular music. And the few actors and 
dancers and musicians who belong to 
one of the five performing arts groups 
supported by the government labour in 
search of an audience. 

Like many cities, the duet between 
overnment and the arts in Hongkong 
as been directed at earning a sophisti- 

cated reputation. Government support 
has flowed for festivals. The city is re- 
nowned as the host of the Festival of 
Asian Arts and the International Film 
Festival. They are mostly showcases for 
artists from elsewhere, not from Hong- 
kong. Government funds also flow to a 
——— orchestra, a Chinese or- 
chestra, a ballet company and two 
theatre companies. Cantonese opera, 
perhaps the only indigenous popular art 
form, receives no government support. 

“The arts scene was started out of a 
desire to improve Hongkong’s image,” 





says Nicholas James, general manager 


of the autonomous from government 
and nearly bankrupt Hongkong Arts 
Centre. “Back when the festival [of 
Asian arts] began (1976) we were still 
looked at as that cheap place filled with 
factories where broken toys come from. 
Hongkong decided to go upmarket and 
the arts were part of that." 

Lately, the government also has 
been building theatres and cultural 
centres as evidence of its interest in the 
arts. The academy. for instance, was 
conceived as a performance venue as 
well as a teaching centre. It will add a 
2,188-seat Lyric Theatre and two small- 
er theatres to the city's inventory which 
rman po theatres at the Arts Centre and 

City Hall. Then, in 1987, the HK$374 
million (US$47.9 million) Tsimshatsui 
Cultural Centre with a 2,300-seat cone 
cert hall will be completed by the Urban 
Council. In the New Térritories, the 
government has completed four smaller 
cultural centres, each with theatres of 
about 1,000 seats, and two more are 
under construction. 

“The way government has ap 
proached things is to say: “To have arts 
we must have buildings'," says James 

"So much emphasis on building is part 
of Hongkong's way, but it’s like build- 
ing supermarkets and not having any 
food to put in them. Unless there are 
people who care about the arts and have 
something to say, the buildings are use- 
less." 


he Academy for Performing Arts 

appeared on the government s con- 
struction wish list during former gow- 
ernor Sir Murray MacLehose's tenure, 
and it was born under a scheme in which 
the Jockey Club, obliged to spend a por 
tion of its horse-racing profits on civic 
projects, would pay the capital costs. In 
return, the government would donate 
the land and put up the operating costs 
set at HK$33 million a year. 

With its completion this month, the 
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ockey Club spent HK$3 
building praise 
‘more expensive to operate than bar- 
gained for by government. Electricity, 
‘for instance, was supposed to cost 
- HK$1.5 million a year, but it turns out 
| about HKS8 million will be needed. The 
| result is a nettlesome gap between what 
| the academy says it needs and what gov- 
T ernment is willing to pay. 
| For fiscal year 1985-86, the academy 
| budgeted for HK$35.5 million to launch 
| its programme with 220 students. The 
| government gave HK$28 million. 
T Academy officials will not say how 
- much they need for next year when 
- there will be 370 students. 
f “It’s the first of its kind and none of 
' us knew what we were getting into,” 
| says Michael Stone, who as the former 
{| assistant secretary in charge of culture 
| had been the government's go-between 
—with the academy. “On the one hand, 
— what's the point of putting up a second- 
E. 
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- By Cecil Rajendra in Bali 
n idyllic setting with a name to 
savour and conjure with — 
oyabungkah in Bali. A little village on 
"the undulating foothills of a still active 
—wolcano — Mount Batur — overlooking 
—aà scenic crater lake. 
1 Here, some 12 years ago, Prof. S. 
| Takdir Alisjahbana, Rector of the Na- 
| tional University, Jakarta, father of the 
- Indonesian language and visionary, set 
|] upan arts centre which he offered as the 
| Site for the second conference of South- 
| east Asian writers. 

— — The theme — tradition and change 
‘| — and thrust of the conference were 

Stirring enough. Twenty-five young 
- writers, representing the generation 
_ that grew up following the Pacific War, 
were invited to focus their attention on 
—the rapid changes affecting the cultural 
- life of the region. 

— Under the avuncular eyes of F. Sionil 
Jose and Mochtar Lubis (both re- 
nowned novelists and past recipients of 
| the Magsaysay Award for literature) the 
| conference kicked off promisingly 
| enough with an opening speech by the 
| legendary Prof. Takdir. 
| He took us on a historical trip from 

| the past to the future; reminded us that 
| because of our fortunate geographic po- 
|. sition we have been the inheritors of all 

} the great cultures, religions and 

- philosophies (Chinese, Indian, Islam, 

x uddhism, Hinduism, etc.) and urged 
| delegates that it was time they made 
!J 


T Cecil Rajendra is à Malaysian lawyer and poet 
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pay’ 
For the present, the academy has 
curtailed some hiring and cut back some 
of its programme to close the gap. How 
that gap, which is bound to grow much 
bigger, will be closed in the future is un- 
clear. For his part, Li Fook-wo, deputy 
chairman of the Jockey Club, says: "It's 
not my worry. It’s the government's 
worry. We said we would build it and 
that's all." Li also pointed out that "if 
some Jockey Club members had their 
way, it would have been more lavish and 
cost a lot more money. maybe it would 
have gold ceilings." 


T 





Di financial troubles and the 
obstacles facing the arts here, those 
at the academy cast themselves as 
pioneers with much to offer and much at 
stake. From teachers to students, there 
is a Sense of creating cultural guerillas 
eager to infiltrate Hongkong. 


Little meat in Bali but 
lashings of salad dressing 


a contribution to world civilisation. 

He warned against narrow national 
and provincial thinking as a barrier to 
true unity and cooperation between 
people. He later amplified his remarks 
saying that an obsession with national 
language and identity naturally leads to 
an obsession with national security 
which in turn leads to national arms 
build-up, which eventually would lead 
us all to a nuclear holocaust. 

Having started on such a lofty note 
one would have expected the confer- 
ence to take off for the stars. Alas, such 
was not the case. 

The earnest young writers had come 
with prepared papers and were deter- 
mined to have their say. And have their 
say they did. To hell 
with the dreams of 
visionaries. Not 
realistic! Too idealis- 
tic! 

There were five 
literary sessions: the 
writer and his roots; 
the writer and his au- 
dience; the writer as 
a person, and a look 
at the future. And 
each session sounded 
like the last... 

Papers on sub- 
jects sometimes so 
petty and provincial 
as to be of interest 
only to nit-picking 
academics were de- 
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Through the academy, it can evolve its 
own style.” says Basil Deane, the 
academy's director and formerly head 
of music for Britian's Arts Council in 
London. “When the first genius or in- 
ternationally recognised artist comes 
from the academy, then there will be a 
Hongkong style and then we will be a 
true success. " 

Talk of the melding of and the bor- 
rowing from East and West is common 
parlance at the academy. Even its 
means of instruction are hybrid; a Can- 
tonese-speaking dance student spends 
the morning in a modern dance class 
conducted in English and the afternoon 
with a Mandarin-speaking instructor 
from Peking conducting a class in classic 
Chinese dance. 

The 220 students, most between the 
ages of 17 and 20, chosen this year are 
mostly from middle- and lower-class 


livered in such a dry, didactic manner 
that a stranger dropping in could well be 
forgiven for mistaking this conference 
of young writers for a convention of 
company executives discussing the fu- 
ture of the microchip industry. 

After two days of unrelieved paper- 
bashing, this author in collusion with 
the Thai delegation pushed the confer- 
ence to have dramatic readings and pre- 
sentations to add more fillip to the pro- 
ceedings. 

The reaction was abysmal. On the 
night of the scheduled readings about 
five turned up. The others had hived off 
for huddled meetings to discuss or pre- 
pare papers. In the event, we cancelled 
the reading and took off for Marini's, a 
rustic cafe in the village of 
Toyabungkah, where by flickering oil 
lamps we drank, danced and sang the 
night away. 


tricken by pangs of conscience 

perhaps, the organisers rescheduled 
the aborted reading for lunchtime the 
following day (“when everyone would 
be present”). 
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Cantonese opera star: popular. 


The evergreen Takdir opened pro- 
ceedings with an animated summary 
of his latest novel. Arak Kakanart 
(Thailand) and I then read some poems 
and Hamsad Rangkuti of Indonesia 
wound things up with one of his short 
stories. 

This short presentation, coordinated 
by Kanjana Spindler (literary editor of 
the Bangkok Post) was easily the most 
lively session. of the conference and 
there were immediate requests for more 
readings. 

It was easy to see why. There is no 
substitute for the work itself. What real- 
ly matters is a writer's work. No amount 
of papers, expositions, analyses, theses 
or interpretations can add or subtract 
one jot to a novel or a poem. And it is in 
that novel, short story or poem that a 
writer comes most alive. The work is the 
meat, the rest is merely salad dressing. 
Organisers of future writers’ confer- 
ences please take note. 

Meanwhile, the conference proper 
droned listlessly on. To be fair, there 
were a couple of excellent papers but 
the gems were lost with the dross. 


Rajendra chairing a session: critical. 
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and loans for those 
the annual tuition of 


es. 
lion for schol 
who cannot affor 
HK$5.500. 

There has been some criticism that 
the academy is too Western in outlook 
and staff, as though the British were 
hoisting the flag in the territory through 
the arts before it is lowered forever in 
reality. Deane dismisses the criticism, 
saying 50% of the 105-member staff is 
Chinese. However, all but one of the 
department heads is European or Ame- 
rican. 

While Chang views 1997 as an end- 
point that further stifles the creation of a 
cultural identity, others, such as the 
dance instructor Frederic Mao believe 
that activity in the arts more than in 
politics will give those who live here a 
sense of place. For the first time, Mao 
says, the generation coming of age was 
born and raised in Hongkong. It is a 
generation concerned with more than 


Perhaps the main reason for the un- 
inspiring tone of the conference was 
that it was too top-heavy with academics 
and writers manque. Also, the estab- 
lishment apologists outnumbered the 
“rebel” writers by about three to one. In 
fact, most of the young writers were 
more conservative and establishmenta- 
rian than the older people . The Malay- 
sian delegation, for example, sounded 
like a chorus from the Tourist Develop- 
ment Board intent on selling Malaysia 
as a writer's paradise. 


A" this in a country that refuses to 
recognise any writer not writing in 
the national language (by historical acci- 
dent or otherwise) no matter how perti- 
nent or authentic his/her writing may be 
or how rooted in the society; while at 
the same time embracing as part of na- 
tional culture and literature piddling lit- 
tle travelogue reminiscences of Berlin, 
Mexico, the Mekong and what have you 
by piddling little poets simply because 
they happen to be written in the na- 
tional language! 

Again, while most of the assembled 
writers were willing 
to pay lip service to 
the social responsi- 
bility and commit- 
ment of Southeast 
Asian writers, few, if 
any, showed any real 
knowledge or grasp 
of the social realities 
of the region. Typical 
comment: “Sure I be- 
lieve that the writer 
must be socially re- 
sponsible, but 
enough of this politi- 
cal stuff, let's hear 
some love poems." 
Wasn't it Orwell who 
once remarked: "A 
novelist who simply 
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survival. The academy can teach the 
techniques and skills necessary to give 
this generation a voice, he says. 

Like the city around it. there is a 
pragmatic cast to the academy. Most of 
the students who have enrolled say they 
came to launch a career, carn the cre- 
dentials to land a job. Whether or not its 
graduates find jobs may have more to 
do with the academy's success than is 
budget or its aspirations for gaining am 
international reputation. TM 

In four years, there will be 600 stus 


dents, and every year thereafter a batch ^ 


will finish, looking for work. Francis 
Ma. administrator for the Chung Ying 


Theatre Company, a small government 


supported theatre group. wonders 
where all the graduates will go. The 
existing performing arts groups struggle 


to find an audience now. he says. And if - 


academy graduates do not find work, 
the academy's recruiting efforts may 
flounder. 


disregards the major public evénts of 
the day ts generally a footler or a plain 
idiot.” And later: “In our age there is no 
such thing as ‘keeping out of polities, all 
issues are political issues . . ." 

With the notable exception of the 
Thai delegation (“The first duty of a 
writer in a repressive regime is to op- 

se the government!”) and a couple of 
Filipinos. the calibre and political come 
mitment (or should I say naivety) of the 
young writers present do not augur well 
for the future of writing in the region. 

| can see them at the turn of this cen- 
tury ensconced in high professorial 


chairs debating such earth-shattering ” 


papers as The relevance of punctuation 
marks in the novels of E. M. Forster; 
The future of the English language 
among the poets of Ridkains and such 
esoteric themes while burying the 
exhortations of Prof. Takdir for univer- 


sal brotherhood and an abolition of na- ~ 


tional and provincial boundaries. 
In his closing remarks Frankie S 


Jose, architect of the conference. said? 
“The conflict then, as | see it. is not be- 


tween the old and the new or the North 
and the South but between those whe 
speak the truth and those who want to 
silence them, between those who want 
to maintain and extend the frontiers of 
freedom and those who want to destroy 
this freedom, between those who strive 
for dignity, and those who want to de- 
grade and diminish man. 

"In making this distinction, let us not 
forget Solidaritvs motto which, in 
Latin, is ubi boni tacent, malum pros- 


perat — where good men are silent, evil} 


succeeds.” 

In Southeast Asia and the Third” 
World today it is not so much that good 
men/writers are silent. They make a lot 
of noise but too often, as m 


& 
q | 
5 
* 
D 
L 
| 
jè 


Toyabungkah, about the wrong issues | 


and things. That is silence of a sort. And 
that silence is deafening. 
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į - Stones of the Wall by Dai Houying, translated by Frances Wood. Michael 
Joseph. £9.95 (US$14). 
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ai Houying is a remarkable woman. 
M: She is now in her late 40s, and 
teaches Chinese literature at Shanghai 
University. She first distinguished her- 
self nearly 20 vears ago, by denouncing 
her professor in the Chinese depart- 
ment of Huadong University, Qian 
Guyong, for his “rightist” (meaning lib- 
eral) views. As a result of this she be- 
came quite a "party pet," and went to 
work at a very young age for the Shang- 
hai Writers Association. 


| During the Cultural Revolution she 


was again prominent among the leftists 


— red!” one of her friends 


om that time has described her), and 


was involved in the persecution of sev- 


_eral Shanghai intellectuals, including 


the well-known poet Wen Jie. It was 
during the investigation into Wen's case 
(for which she was personally responsi- 
ble) that she found herself first ques- 
tioning the charges laid against him, and 
then falling in love with him — though 
which came first is not quite clear, and 
was probably not quite clear to her 
either. News of this liaison reached the 
higher authorities, and they promptly 
denounced Wen for seducing his inves- 
tigator. Wen subsequently committed 
suicide. 
From this time on Dai began to ques- 
tion her own ideological position, and 
-eventually in the late 1970s began to 
write novels based largely on — and in a 
sense expiating — her own experience. 
The first, Death of the Poet, which has 
not been translated, drew on the 
tragedy of Wen. The second, which has 
now been translated and published in 
London, draws on her earlier experi- 


—] ences during the late 1950s and on her 
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more recent experiences in the late 
1970s. It was originally published in 
Canton in November 1980, by 


e — Press, one of the more enter- 
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inese publishing houses, and 
- by May 1983 it had been reprinted at 
least five times. 

It was certainly not, as the publicity 
for this English translation claimed in 
the local Hongkong press, “smuggled 

ut of China." On the contrary, it was 
idely read and discussed in China, 
especially among the intelligentsia, at- 
tracted a great deal of criticism from the 
cultural commissars, and eventually 
caused its author to become one of the 
identified targets of the spiritual pollu- 
tion campaign of 1983-84. In China it is 
a well known and important book. 
Its real Chinese title could be plainly 
translated as Humanity! In many ways 


Cultural Revolution: excess. 


To be human or not 


this rather awkward English title with its 
old-fashioned ring (reminiscent of 
Hugo, Zola, Tolstoy and so on) would 
be a more honest and appropriate one 
for this almost didactic book. 

Stones of the Wall — a title created 
specially for this. English. version. — 
sounds trendy, almost suggesting some 
sophisticated novel in the manner ol 
Milan Kundera. This is not only mis- 
leading, it turns out to be based on a 
serious mistranslation of the Chinese. 
The passage in question is in chapter 
four. One of the main characters is tell- 
ing the story of his 10 years “on the 
road.” He has joined a gang of casual 
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labourers (all like himself vagrants with- 
out proper papers) working near the 
Great Wall, shifting stones, and be- 
comes involved in a dispute with the 
leader of the gang. an escaped convict 
from a labour camp, who has tried to 
cheat him of some of his wages. 

He thinks to himself (this is a word- 
for-word translation from the Chinese): 
"['ve lifted countless 200 Ib stones in my 
time; why should I be afraid of being 
beaten by this man?" In the present 
translation this inexplicably becomes: 
". . . all the stones of the Wall, all those 

cople, could defeat the tyrant . . .” 
[his phrase is then removed from its 
context, and made into a title, for which 
a Chinese "original" is invented (which 
anyway looks as if it should really mean 
Stone Wall). The two new almost- 
matching titles are printed on the glossy 
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red cover; together with five disinte- 
grating stone stars. The deception is com- 
plete: “Humanity!” has been transmog- 
nfied. 

Unfortunately mistakes such as the 
one that provided the material for this 
false title are perpetrated throughout 
the book. Thisis not nit-picking. The re- 
sultant distortion is fundamental. This is 
an intelligent and passionate book, con- 
cerned with difficult but very real 
philosophical and psychological issues. 
It is a novel of ideas, full of intensely ar- 

ued debate. How can it succeed in 

nglish, if (to give only a few examples) 
the "cynic" is turned into a "super-Con- 
fucianist," and the “individualist” into a 
"humanitarian"; if "subjective" become 
“objective” and the Confucian 
philosopher Xunzi, famous for his de- 
fence of the proposition that human na- 
ture ts fundamentally evil, becomes the 
military strategist Sunzi, whose treatise 
influenced Mao Zedong? 


begins of the spirit of the origi- 
nal does come across despite it all — 
though in an impressionistic fashion. 
Perhaps this is because the overall style 
of the English is pleasant in its own right 
(at times eloquent), and because of the 
intense empathy the translator clearly 
feels with her author. But the cumula- 
tive effect of errors such as the ones 
listed is still to make whole sections of 
the book (especially dialogue) strangely 
purposeless and banal in English. Some 
readers may even mistake this for 
Chinese inscrutability, when one of the 
finest features of the original novel is in 
fact its convincing reproduction of long 
and carefully sustained dialectical dis- 
cussions. In the English they sometimes 
sound like scenes from a Marxist Mad 
Hatter's tea party. 

"Humanity!" (and to a much lesser 
extent Stones) gives a fascinating por- 
trayal of the mental and spiritual di- 
lemma of the Chinese intellectual in the 
period of the late 1970s — principally of 
a group of university graduates, the 
"class of 1960," old enough to have im- 
bibed the idealism of the early 1950s in 
their teens, and lucky enough to have 
survived, in their different ways, the 
purges and persecutions of the late 
1950s and the Cultural Revolution. 
They have come through more or less in 
one piece and are now living and work- 
ing together again with some semblance 
of normality, trying to repair the dam- 
age done to their lives and their society. 
It is a book full of articulate soul-search- 
ing, and conveys the most authentically 
acrimonious atmosphere on a contem- 
porary Chinese campus. 

[t is also one of the few full-length 
novels of any significance to have been 
written by the post-Mao generation. of 
writers (whose preferred form is the 
short or medium-length story). Dai has 
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ously, and has chosen to use a multiple 
viewpoint, speaking through the 


mouths of several different characters, 
including one called The Writer. The 
student-bond is a structural device, link- 
ing characters with differing life his- 
tories into one novelistic unit, and also a 
starting point in her search for “human- 
ity,” an alternative to the official ten- 
sion of fragmented Maoist society, a 
more flexible and humane mode of re- 
lationship in which friendship can strive 
to be personal and not merely a function 
of class struggle. 

Many Chinese will testify to the fact 
that where all other forms of trust have 
been destroyed, when everyone has 
learned systematically to suspect their 
closest friend and to repress their in- 
stinctive emotions, when sadism, depres- 
sion and embitterment have come to be 
accepted as norms of human behaviour, 
the camaraderie inherited from school 
and university days acquires a special 
meaning. 

In a key chapter, the “class of 1960" 
is reunited in Shanghai after nearly two 
decades. They drink, they recite poetry 
(alas, untranslated), they compare ex- 
periences. (This is one of the many 
chapters that shows Dai's indebtedness 
to The Story of the Stone.) These peo- 
ple, it must be emphasised, are mostly 
within the party. In the period of relaxa- 
tion that followed the return of Deng 
Xiaoping, they are seen groping, trying 


to stretch ideology as far as they can 


within the system — much as a their 
counterparts did in Eastern Europe in 
the 1950s and 1960s, to move on from 
'the Maoist obsession with class-struggle 
'to a broader Marxist concern for hu- 
manity. Human nature, humanitarian- 
ism, humanism are the themes of the 
book. It is read by the Chinese reader 
in this very specific ideological con- 
text. 


pisei has always been a vague 
concept, defined more by what it op- 
poses than what it professes. It has often 
emerged as a reaction to a threat — re- 
ligious fanaticism, extreme nationalism, 
nuclear war, or as in this case, fossilised 
party dogma. In the recent Chinese con- 
text it has been used as a label to identify 
any kind of thinking that substitutes a 
human value for class in historical and 
philosophical equations, and has been 
associated, from Yan'an days onwards, 
with opposition to Mao in particular. 
Simultaneously with the controversy 
surrounding Dai's "Humanity!" there 
was a fierce ideological debate on the 
whole subject of humanism, in which 
the key figures on the “humanist side" 
were the veteran party ideologue, Zhou 
His and the younger deputy editor of 
the People's Daily, Wang Ruoshui. In 
January 1983 Wang wrote: "Socialist 
humanism is developing from day to 
day. Why treat it as something strange, 
something alien. A spectre haunts the 
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Man.” Wang later lost his job, while 
Zhou's own speech on humanism and 
the problem of alienation delivered at 
the Marx centenary celebrations in 
March 1983 led to an attack on him and 
to his own self-criticism in the spiritual 
pollution campaign. 

Zhou had not always been on the 
side of the angels, however. “The mod- 
ern revisionists,” he wrote in 1964, “try 
to cover up their betrayal of the revolu- 
tionary cause of the proletariat by harp- 
ing on the fashionable slogan of 
‘humanism’.” Further back still, in the 
early 1950s, it was Hu Feng, one of Lu 
Xun's closest disciples and one of the 
first victims of Zhou and Mao, who in- 
sisted that "the fundamental spirit of 
socialist realism is its concern with man, 
with the emancipation of man, the spirit 
of humanism.” 

In one sense, Hu (whose recent 
death passed almost unnoticed in the 
Chinese press) is the ghost haunting this 
entire debate. In another sense, behind 
Hu's ghost looms the vaster (and to Mao 
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even more threatening) spectre of tradi- 
tional, indigenous Chinese humanism 
— the liberal tradition of Taoism, 
Buddhism and Confucianism. 

In her novel Dai clothes this whole 
debate in flesh and blood. She poses in 
fictional form the question: “After 30 
years of ‘liberation,’ can we still re- 
member what it feels like to be human? 
Can human [humanistic] values be re- 
vived within the diseased body politic, 
after so many years of inhumanity? Is 
spiritual renewal possible?” 

It is a strong theme and Dai deals 
with it courageously, within the limita- 
tions of her talent as a novelist and 
within the constraints of party loyalty. 
She has created in He Jingfu an almost 
Tolstoyan character, a man of suffering, 
an intellectual who as a student is ex- 
pelled from his university during the 
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anti-rightist campaign, and eventually 
wanders into the wilderness, taking lit. 
tle with him but a copy of The Story of 
the Stone and The Selected Works 6 
Marx and Engels. 
His great mission in life is to "work 
out an answer to the problem of how 
Marxism-Leninism should deal with 
human feelings." In his wanderings he- 
becomes a part of the Chinese under 
ground, the “black society" made up o 
the unemployed, of "all sorts of peopl 
who have been driven out of hw 
mainstream for all sorts of reasons.” 
is rehabilitated in due course, and me 
turns to the city, where he continues to 
search for the answer to his philosoph 
cal question. He lives in mona 
simplicity, and completes his treatise 
Humanism and Marxism, only to have 
its publication blocked by his old enem 
the party secretary Xi Liu. 


i 
å 4 
e also rediscovers the woman he 
loved when he was a student, Sun 
Yue. who has since married and been de 
vorced. A great deal of the book is de- 
voted to the tortuous path these two tol 
low in their attempt to outgrow The 
paranoia, the withdrawal and bitterness 
that have poisoned their relationships. — 
"There must be pee xe ahead, 
Sun Yue, we can't go on feeling hurt.” © 
"What kind of happiness? T cant see 
iN. | 
"It's freedom, spiritual freedom.” 
At the same time Sun Yue is extricat 
ing herself from the paralysing after 
math of her own divorce. She too is a 
erson who suffered a great deal, seek? 
ing to rediscover her own inner 
strength. H. 
These two are fine and memorable 
characters. This is not always the case 
with the others. There is sometimes too 
grcat a gulf between the ideas which the- 
author sets out to explore, and the peo- 
ple and situations she actually creates, 
Characters may seem two-dimensional, 
their relationships strangely static = 
though they talk a great deal about 
change. Their problems and the resolt 
tion of them are sometimes senti 
and unconvincing, and the ending ofthe 
book is weak and inconclusive. 7 
It is a flawed work. We are left witha 
tantalising sense that here is a theme for 
a truly great novel on a grand scale, but” 
that the author has not been able to rise 
to the challenge. In part this is an artistic 
failure. However much Dai may have 
wanted to reject the clumsy technical le- 
gacy of socialist realism, she has not. 
been able to do so in one blow. But | 
more than anything else her creation is | 
crippled by the ideological constraints 7 
within which she is working. She ha 
mentioned the unmentionable, she has 
opened the door and looked out (or inj? 
For her to venture any further into that 
forbidden territory would be suicic T 
long as the spectre of Mao continues | 
haunt China, and cannot find a reincar- 
nation. — John Mintord 
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Reagan; Thurmond; US textiles worker: simmering 


The US Senate approves the controversial Jenkins Bill 


A spectre rises again 


By Robert Manning in Washington 


rotectionist zeal in the US has main- 

tained enough momentum for the 
Senate to approve a much-feared tex- 
tiles import-quota bill, with amend- 
ments limiting footwear and copper im- 

rts as well. Approval on 12 

ovember by the Senate of a modified 
version of the so-called Jenkins Bill by a 
60-39 vote faces almost certain veto by 
President Reagan, but may, nonethe- 
less, have great impact on US policy 
toward imports of textiles and cloth- 
ing. 
The Senate move marks the first 
piece of protectionist legislation to gain 
congressional approval since the recent 
upsurge of protectionist sentiment. A 
more stringent version of the bill passed 
the House in October. But as was the 
case with the House bill, the Senate 
failed to gain the two-thirds majority re- 

uired to override a presidential veto. 
Shortly afer the vote, US Special Trade 
Representative Clayton Yeutter told 
the REVIEW he would be “very, very 
surprised” if Reagan did not veto the 
bill. 

Under the version of the bill ap- 
proved by the Senate, textiles and gar- 
ments exports to the US from South 
Korea and Taiwan would be slashed by 
30%, while such products from Hong- 
kong would be reduced by 14%. In ad- 
dition, exports of these products from 
China, Japan, Pakistan, India, In- 
donesia, the Philippines, Thailand and 
Singapore would be frozen at 1984 
levels. Export growth would be limited 
to 1%. 

An amendment to the bill also limits 
imports of non-rubber footwear to 60% 
of the US market, with exemptions for 





athletic shoes and shoes with a market 
value of less than US$5. Currently, im- 
ported shoes — mainly from South 
Korea, Taiwan and Brazil — enjoy 77% 
of the US market. The bill would cut 
shoe imports for eight years. Moreover, 
the Senate adopted by voice vote 
another amendment directing the 
Reagan administration to begin talks 
with copper-exporting countries to ar- 
rive at so-called voluntary restraints on 
their share of the US market. 

The bill now goes back to the House, 
and well-placed congressional sources 
said the House is willing to accept the 
Senate version of it. The textiles lobby, 
led by Republican Sen. Strom Thur- 
mond, is conducting a final push to gain 
the votes to override a presidential veto; 
but Senate sources said advocates of the 
bill probably would lose support in an 
override vote. “Legislators love to vote 
for a bill that has backing in their consti- 
tuency that they oppose, knowing that it 
will be vetoed," said one. "Then they 
win both ways.” 

Senate Trade Subcommittee chair- 
man, Republican John Danforth, said 
many senators backed the bill because 
of constituent pressure despite “many 
qualms.” Danforth added that approval 
of the bill “is an embarrassment to con- 
gress.” 

Although senior US officials have 
said repeatedly that Reagan will veto 
the bill, the president himself has not 
explicitly revealed his hand. While not 
mentioning the textiles bill by name, 
however, in a 12 November letter to Re- 
publican Sen. Daniel Evans, a leading 
opponent of the textiles bill, Reagan 
said he would "continue to fight off 





trade protectionist measures . . . and 
will seek the opportunity to promote ex- 
ports of US products and we will assist 
workers . . . hurt by import competi- 
tion." Reagan added in the letter: “I will 
not sign any protectionist legislation 
that diminishes competition abroad or 
in the US." 

The debate over the bill reveals the 
contradictory domestic forces at play in 
trade-policy issues. Textiles production 
is concentrated in the southern and 
northeastern US. It is in these areas 
where protectionist sentiment is 
strongest. Textiles and garments im- 
ports accounted for US$16.2 billion of 
the US$123 billion 1984 US trade de- 


ficit; they also account for about 22% of 


the US market. 


he coalition opposing the legislation 

comprises major retailers, import- 
ers, farm groups and congressmen from 
the western Us. Opponents fear a trade 
war could devastate already be- 
leaguered US agricultural exports. 
China retaliated by embargoing US 
grain exports during a 1982 textiles dis- 
pute (REVIEW, 3 Feb. '83), and has 
threatened to do so again if the textiles- 
quota bill becomes law. Similarly, 
South Korea and Thailand have raised 
the spectre of retaliation. 

Aside from triggerin 
the textiles bill raises a 


2 a trade war, 
ifficult domes- 


tic political issue for Reagan. There are 
several Republican Senate seats up for 
re-election next year, in a context where 
the Democrats stand a fair chance of re- 
capturing control of the Senate. The 
economic impact of textiles and gar- 
ments imports on the economy of the 
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Danforth; Yeutter; Chinese textiles workers: threat of retaliation. 


US south could provide the issue for the 
Democrats in the congressional elec- 
tions. 

The textiles bill, however, has been a 
bipartisan affair, with the determining 
factor the amount of industry affected in 
a legislator's district rather than party 
affiliation. Said Yeutter: “I'm not con- 
vinced that a veto would be a political 
negative; the Republican Party might 
gain from a veto." 

The original intention of the legisla- 
tion was to force the Reagan adminis- 
tration to tighten the textiles and gar- 
ments imports regime and toughen its 
stance on the next round of the Multi- 
Fibre Arrangement (MFA), which ex- 
pires next July (REVIEW, 18 July). 
Yeutter said congress might put the bill 
on hold, adding, “it could be useful for 
the administration to have the textiles 
bill pending. going into the MFA talks." 

The administration currently is re- 
viewing its stance on renewal of the 
MFA. Some in the administration pri- 
vately say the MFA may be scrapped. 
The next round of MFA talks is in 
Geneva in early December, and the tex- 
tiles bill will loom large in the evolution 
of the administration's position. 

Southern senators such as Thur- 
mond and Democrat Ernest Hollings 
have suggested that Reagan may not 
veto the bill out of a commitment to 
Thurmond. But there is a compromise 
scenario. Well-placed sources told the 
REVIEW Reagan may adopt a tough, re- 
Strictive stance towards a renewed 
MFA, along the lines of the textiles bill, 
to console Thurmond. A larger ques- 
tion raised by the Senate's passage of 
the bill is whether it reflects continuing 
protectionist sentiment. Said a congres- 
sional source: “The textiles bill is decep- 
tive. It passed on the momentum it had 
before Reagan launched his trade-po- 
licy initiatives [in September and Oc- 
tober] but the administration now has 
the momentum." 

Reagan's moves — launching un- 
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fair trade-practice suits, pro-free-trade 
speeches, mixed export credits and 
coordinated intervention to bring down 
the US dollar's value — have changed 
the character of the trade debate in 
Washington. All of the many trade-po- 
licy packages being introduced in con- 
gress focus on export promotion, cur- 
rency re-alignments aid fair-trade prac- 
tices rather than protectionist measures 
(such as an import surcharge). 


Most recently, a bipartisan group of 


18 senators has put together a trade 
package that many analysts feel is likely 
to gain approval. The omnibus legisla- 
tion is backed by Senate majority 
leader, Republican Robert Dole, Dan- 
forth, Senate Foreign Relations Com- 
mittee chairman, Republican Richard 
Lugar, Republican John Heinz and in- 
fluential Democrats including Daniel 
Moynihan and Bill Bradley. 


fen trade legislation would alter trade 
remedies such as Section 201 (im- 
port relief) and Section 301. Reagan 
overruled the International Trade Com- 
mission in refusing to grant relief to the 
footwear industry in a Section 201 case. 
The bill would grant Reagan authority 
for a new round of the General Agrec- 
ment on Tariffs and Trade, require 
greater currency coordination to re- 
align exchange rates and set up a 
strategic exchange reserve in the US 
Treasury to intervene in the market. 

Despite new, more sophisticated 
views here about trade problems, after 
the final 1984 figures are revealed next 
year another surge in protectionism is 
anticipated. One congressional source 
said: “I think next time around the focus 
will be Japan." Of a projected US$150 
billion US trade deficit in 1984, about 
US$50 billion of it will be from US- 
Japan trade. 

With the agreement by the Group of 
Five (G5) industrialised countries fi- 
nance ministers two months ago to 
adopt concerted strategies to reduce the 


value of the US dollar in foreign-exe 
change markets, most Asian countries 
had hoped that the threat of protec- 
tionism would recede 
that the US Congress would at least wait 





The hope was ‘ 


to see how effective the dollar moves = 


were in reducing massive US trade de- 


ficits before pushing ahead with the Jen 


kins Bill and other protectionist legista- 
tion. 

That hope appears now to have been 
aborted, despite the strenuous efforts by 
the Bank of Japan and other central 
banks to force down the value of the 
dollar in foreign-exchange markets, 
The congressional moves are all the 
more disappointing because they ape 
pear to denote a degree of intransigence 
on the trade issue — at least in congress 
— which could make it difficult for gov- 
ernments to justify higher exchange 
rates with their possibly deflationary 
impact. 


» Nayan Chanda writes: The US steel 
industry lobby is expressing concern that 
some of the 15 steel-exporting countries 
which signed voluntary-restraint agree- 
ments with the US may be shipping steel 
above their quota through third coun- 
tries. 

While in the first nine months of the 
year steel imports from these countries 
dropped by 14.4%, imports from other 
countries, including ones which have no 
steel-producing capacity, increased by 
19.8%, according to a recent study. 
Among the non-stecl-producing coun- 
tries which have exported steel to the 
US figure four countries from the Asia 
Pacific region — Bhutan, Laos, Macau 
and New Caledonia 

The US Commerce Department fig- 
ures show that in the first nine months, 
Macau exported 909 tons of steel pro- 
ducts and New Caledonia, 604 tons; 
Laos, whose industry consists 
cigarette and soft-drinks plants, ex- 
partea 174 tons of steel products to the 
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The error of its ways 


The Paris of the East begins taking competitors seriously 


By Louise do Rosario in Shanghai 

W hile most Chinese provinces and 
cities are boasting of high growth, 

Shanghai — for decades China's econo- 

mic centre of gravity — is showing slow 

and even negative growth in some sec- 

tors. In industrial output, the rule of 





thumb for measuring performance in. 


China, the large gap that once existed 
between Shanghai and the rest of the 
country has narrowed. Its export vol- 
ume has declined and its level of foreign 
investment is low. 

Shanghai's lacklustre performance 
shows up long-term weaknesses and im- 
balances not apparent until the recent 
economic reforms and the rapid deve- 
lopment of other parts of China. And, 
with its high expectations of Shanghai as 
the vanguard of growth along the east 
coast, the central government has be- 
come impatient at the slow pace of pro- 
gress. Late last year, the State Council 
sent special teams to investigate the 
situation and Premier Zhao Ziyang paid 
a personal visit in December, when he 





A: ambitious scheme to bring to- 
gether some of eastern China's 
wealthiest cities for closer cooperation 
is under way, with Shanghai as the focal 
point. On paper, the Shanghai Econo- 
mic Zone, as the plan is called, provides 
extensive intra-regional cooperation, 
with efficient exchanges of goods and 
services in the Yangtze delta region to 
employ resources better. 

But the theory is proving difficult 
to implement. After nearly three years, 
results are confined to small, piece- 
meal projects rather than the extensive 
cooperation envisaged. The problems 
are provincial competition, coordina- 
tion difficulties and bureaucratic bar- 
riers. 

Success or failure, the experiment 
will provide valuable lessons for Peking, 
which has called for greater cooperation 
among regions' under the proposed 
Seventh Five-Year Plan revealed in 
September. Chinese policymakers hope 
to see the eastern part of the country, 
being more developed, take the initia- 
tive and encourage the more backward 
central and western regions. 

The idea of a large, powerful zone 
with Shanghai at its centre was ap- 
proved officially in early 1983 to include 
Shanghai and four cities each from its 
neighbouring provinces, Jiangsu and 


openly criticised the city's performance. 

The upshot of all this was a six-point 
proposal on Shanghai's development up 
to the year 2000 — approved by Peking 
in February — according to Lu Hexiang, 
deputy chief of the city's planning 
commission. "The plan proposes that 
Shanghai should emphasise not only in- 
creased output but also develop its ser- 
vice industries, urban services and 
human resources," Lu said. Peking also 
approved an ambitious regional-deve- 
lopment plan with Shanghai as its centre 
in an attempt to boost the city's status 
and better use its resources. 

In striving for better economic re- 
sults, Shanghai will probably have to 
work much harder than other, newly 
prosperous cities — which have inherit- 
ed fewer problems than the huge muni- 
cipality. The city, China's most popul- 
ous, is overburdened with 12 million 
people, which has stretched its re- 
sources to the limit. 

Its past success has, ironically, be- 





Not-so-extensive cooperation 


A regional-development plan runs into trouble 


Zhejiang. In December 1984 it was en- 
larged to include all the cities in Jiangsu, 
Zhejiang, Anhui and Jiangxi. Known as 
the Four Provinces and One Municipal- 
ity or simply Larger Shanghai, the 
516,000-km? district accounts for a fifth 
of the national population and a quarter 
of the country's total output. 

Unlike the concept of the three coast- 
al delta regions (the Yangtze delta, the 
Pearl River delta and the so-called Xia- 
Zhang-Quan delta in southern Fujian) 
as economic centres along the east coast 
announced early this year, the Shanghai 
zone proposal goes beyond the pro- 
clamation of a geographical bound- 
ary without special laws or regula- 
tions. 

A think tank, the Shanghai Econo- 
mic Zone Planning Office, was set up in 
late 1982 to promote the plan. In addi- 
tion to conducting research and plan- 
ning, it also has organised important 
meetings for zone representatives. In 
March, it brought mayors and gover- 
nors of Larger Shanghai to Nanjing, 
where they agreed to stay closely in 
touch on future cooperation. At end- 
June, a major seminar was held in 
Jiangxi at which delegates from the zone 
promised to cooperate on 1.700 techni- 
cal projects. Spurred by Peking to seek 
greater regional development, tens of 


come a constraint on its future: as a na- 
tional leader in manufacturing for the 
past three decades, Shanghai also is 
more locked into the inefficient, pre- 
reforms system of production than 
others. And since its annual output 
requirements are based on past years' 
figures, Shanghai must meet high pro- 
duction targets indeed — which means 
less opportunity for factory renova- 
tion. 

Moreover, as the former headquar- 
ters of the Gang of Four, the city has 
suffered more damage from successive 
waves of radicalism and is thus more 
conservative as a result. Shanghai today 
is a demoralised and aging industrial 
town, which lacks both the vigour and 
optimism commonly found in other, 
newly rich areas of China, such as the 
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other smaller but similar meetings have 
been held recently. 

Projects resulting from this coopera- 
tion, the Chinese press has reported, 
are Shanghai's Rmb 15 million (US$4.7 
million) investment in Jiangxi to deve- 
lop the province a mineral resources; a 
Rmb 100 million investment plan by 
Nanjing, Nantong and three other cities 
in Jiangsu to develop Anhut's coal re- 
sources On compensation-trade terms, 
and Zhejiang's Rmb 90 million project 
to develop Anhui's coal mines. 


B: there is scepticism over the im- 
pact of these projects on local 
economies. Wu Hairong, deputy head 
of planning for electricity for eastern 
China, said the energy-development 
projects will have only marginal impact 
on the acute energy shortfall — as high 
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“special economic zones (SEZ) in the 
south. 

But the numbers offer some encour- 
agement. Shanghai remains China's 
most important city, accounting for 
a sixth of national revenue, a ninth of 
industrial goods and handling a fifth 
of exports through its port. Accord- 
ing to the-Xinhua newsagency, Shang- 
hai in 1984 led the nation in per 
capita income (six times the national 
average); industrial productivity (four 
times higher) and efficient use of energy 
(twice as much). 


espite these fundamental strengths, 
Shanghai is no longer always viewed 
as the awesome leader whose products 
and services are necessarily the best. 
Certain Jiangsu textiles products, con- 
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as 20%. in some instances — in these 
areas. 

Some analysts point out that the pro- 
jects would have gone ahead anyway, 
with or without the framework provided 
by the zone. Trans-provincial coopera- 
tion on larger and more complicated 
projects, they argue, is still difficult. For 
example, the dam project at Tai Hu 
(Grand Lake) has proceeded slowly 
despite years of discussion among the 
four provinces and Shanghai — the 
places which suffer most damage when 
the lake floods. 

Xiong Yongshi, deputy editor of 
Shanghai's World Economic Herald, ar- 
gued that intra-regional development 
can be promoted quickly only within a 
framework such as the zone to channel 
cooperation efforts effectively. Despite 
slow progress, he said, the effort has to 
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ceded Shanghainese officials, have over- 
taken Shanghai's in domestic sales, while 
Tianjin-made watches and other light- 
industrial products are also rivalling 
Shanghai-made ones. An increasing 
number of Chinese enterprises of other 

rovinces also are bypassing the Shang- 
hai trading network they once relied on. 
and have set up firms in Shanghai to do 
the business themselves. 

Shanghainese firms have also be- 
come complacent, because of their 
strong position in the domestic market. 
and feel no pressure to improve their 

roducts or seek new ones. But compet- 
ition, once non-existent, is getting seri- 
ous between Shanghai and its fast-grow- 
ing neighbours along the Yangtze delta. 
In 1981, Shanghai produced Rmb 14.3 
billion (US$4.5 billion at current rates) 
more industrial goods than Jiangsu. By 
last year, the gap had narrowed to Rmb 
6.5 billion. This vear, Jiangsu will over- 
take Shanghai. 

Shanghai's reduced manufacturing 
competitiveness is also reflected in stag- 
nant exports, when China has been en- 
joying annual export growth of 16.5% 
from 1978-84. The city s export volume, 
of which some 20-30% are goods 
made elsewhere in China but shipped 
from Shanghai ports, remained around 
US$3.7 billion a year from 1981-83 after 
reaching a record of US$4.3 billion in 


be continued if wastage and overlapping 
of functions are to be reduced. 

In one bicycle co-production pro- 
ject, for example, Shanghai, the na- 
tional leader in such production, pro- 
vides management and other expertise, 
while the four cities of Wuxi, Shaoxing. 
Suzhou and Hefei take care of actual 
production. The products, carrying 
popular Shanghai brandnames, are 
cheaper and of a better quality, Xiong 
said. However, a Shanghai official 
noted that for such projects, there are 
bound to be arguments over profit shar- 
ing and other responsibilities, Another 
problem is the lack of regulations for tax 
assessment for projects that involve fac- 
tories in several provinces. 


hinese enterprises have been ope- 

rating for decades under a rigid, 
centralised system with distinct vertical 
responsibilities. Until recently, they 
rarely crossed paths with their counter- 
parts elsewhere in the country. 

In Larger Shanghai, the intra-pro- 
vincial projects most likely to succeed 
appear to be those in energy develop 
ment and transport. Jiangsu, Zhejiang 
and Shanghai share the characteristics 
of being highly developed in industry 
but short of energy resources, while 
Anhui and Jiangxi are rich in natural re 
sources but short of capital to develop 
them. “Shanghai, as recent cooperation 
deals indicate, can provide money and 
other ‘software’ in exchange [or 
supplies of coal and other minerals from 


1980. Last year, it fell to USS3.6 billion. 
Rising domestic demand and the shift of 
goods to other ports also contribute to 
the decline. 

In attracting foreign . investment, 
Shanghai also has lagged. Between 1981 
and August 1985, the municipality at- 
tracted USS1.2 billion worth of foreign 
investment — about 10% of the na- 
tional total according to Chinese esti- 
mates 


Ithough some qualifications should 

be given to these probably inflated 
and sometimes inconsistent figures, 
they do suggest Shanghai has not done 
as well as might be expected of it. Aside 
from the much-publicised Volkswagen 
car production and the Schindler Tif 
plant, China's government officials 
have difficulty in quoting examples of 
other large-scale joint ventures. The 
200-ha Minhang industrial zone south of 
the city, envisaged two years ago as a 
major conduit of foreign expertise, has 
so far had only two or three foreign 
firms engaged in production 

Traders and bankers doing business 
with Shanghai complain that the city is 
snobbish and tends to look down on less 
well-known foreign firms. Shanghai is 
too tough. is overly price-conscious and 
inflexible, they say. “They are generally 
more conservative than their counter- 





the better-endowed Anhui and Jiang- 
xi," said Xiong. 
In transport, Shanghai also will be 
glad to reduce its heavy cargo-handling 
responsibility by developing neighbour- 
| ing ports in Ningbo, Nantong, Lrianyun- 
| gang and elsewhere in the zone, said 
Cao Lansheng, vice-director of the 
| port's planning department. Zone rep- 

resentatives can also speed up con- 
| struction of the planned Shanghai-Nan- 
jing and Shanghar-Hangzhou express 
| Ways, 

In industry, Shanghai envisages 
| transferring its expertise to its neigh- 
bours while going for projects that re- 
quire higher skills itself. "The problem 
is that other provinces will also want to 
move ahead and will resent Shanghai 
dumping unwanted industries on 
| them," said Lu Hexiang, deputy chief of 
the city's planning commission. 

Xiong admitted that rivalry between 
provinces and cities is an obstacle to re- 
gional development. No cooperation 
projects, however, have yet been forced 
| on an unwilling partner. Major deci- 
sions are made through a voting pro- 
cess. The zone's planning office, while 
being the mastermind of cooperation, 
has not imposed its will on projects. 
Under its terms of reference, Xiong 
said, the office can exercise the same aus 
thority as that of the influential State 
| Planning Commission and has a final 

say in a project. “So far it has not felt the 
need to exercise that power," he added. 
— Louise do Rosario 
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| ese banker. “They have 
learned from the Gang of Four reign 
that a low profile of no performance 
pays off in the long run." 
— Hesaid foreign investors are also dis- 
"| couraged by the overcrowded transport 
| System, congested port, poor telephone 
system and shortage of office, hotel and 
— housing space. Some Shanghai officials 
| quietly admitted that in pursuing the 
| open-door policy, the municipality is 
- two to three years behind southern 
- China where the SEZs are. It is in infra- 
- Structure, more than any other sector, 
— where Shanghai's slowness in respond- 
| ing to changing times is the most obvi- 
—] ous. A European diplomat commented: 
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. By Mohan Ram in New Delhi 

-gndia's planners, who considered 
- several alternative development scen- 
arios for the just-finalised 1985-90 
"Seventh Plan, have settled for 5% 
growth for the next 15 years. Although 
- World Bank president A. W. Clausen 
thinks the 5% target is ambitious, 
E 1dia's Planning Commission thinks it is 
f in line with the achievements of the 
1980-85 Sixth Plan, which attained the 
ta get of a 5.2% annual growth rate. 
I. is was, admittedly, on a low base 
ear (1979-80). Nevertheless, for the 



























first time, the Indian economy, having 
"had a near-stagnant average growth rate 
of 3.5% for the preceding five plans, 
had broken through the 5% barrier. 
The Planning Commission thinks the 
country is now on a higher growth trend 
and heading towards “self-sustained 
$ g owth with social justice.” 
— The Seventh Plan is based on a 15- 
— year perspective which aims at making 
! India a modern. technologically pro- 
' gressive nation capable of growth with- 
‘Out external financial or technical aid 
and meeting the basic needs of the peo- 
pe by the year 2000. The plan mounts a 
direct attack on poverty, unemploy- 
— ment and regional imbalances. It seeks 
- to emphasise programmes and policies 
- that would increase food-grain produc- 
- lion, generate productive employment 
and step up productivity. 
= The plan also seeks to bring down 
| the percentage of population livin 
| below the poverty line from 36.9% (27 
| million) in 1984-85 to 25.8% (211 mil- 
-| lion) by 1989-90, with the bulk of the im- 
x provement to be in the rural areas. 

— Last year, the approach paper for the 
x Seventh Plan had proposed a public- 
| sector outlay of Rs 1.8 trillion (US$150 
{| billion) at 1983-84 prices. The final plan 
| retains this size though at 1984-85 
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a few years ago: everything is slow- 
going, grim and rusty.” 


Fo their part, many Shanghainese 
cite the city’s extraordinarily large 
contribution to national coffers as the 
main reason for its lacklustre economic 

erformance. Until this year, Shanghai 

ad to surrender 85-86% of its revenue 
to the state — a proportion believed to 
be the highest nationwide. The rest 
could not stretch to cover the expenses 
of the expanding metropolis, Shanghai 
residents complained. As of this year, 
Shanghai will keep 23-24% of its re- 
venue. But Vice-mayor Ni Tianzeng 
told the REVIEW that while Shanghai is 


| India grows it alone 


| The country plans for a robust, self-sufficient economy 


prices, it means an erosion of about 5% 
owing to inflation. 

The plan is heavily oriented towards 
energy, which gets about 31% of the 
outlay, agriculture and rural develop- 
ment, which gets 22% and social ser- 
vices, which qualifies for 16%. Trans- 
pon (with 12.75%) gets a marginally 

igher allocation than industry 
(12.5%). The preference is for projects 
capable of high returns or in areas 
where the need for new capacity is more 
immediate. 

The emphasis is on increased pro- 
ductivity of the existing capital stock 
through investment in replacement, 
balancing equipment and modernisa- 
tion. An attempt has been made to en- 
sure a balance among the infrastruc- 
ture, production and human-resources 
development sectors. 

The agricultural sector is projected 
to grow at an annual rate of 4% in terms 
of gross output (food-grain output. at 
3.7% a year) and 2.5% in terms of value 
added. This is significantly higher than 
the growth rate achieved during the 
Sixth Plan, after correcting for the low 
base in 1979-80. Special efforts will be 
made to achieve a breakthrough in rice 
output, especially in the eastern region, 
in the production of oilseeds and pulses. 
raising the productivity of small and 
marginal farmers and afforestation. 

ther aspects of the agricultural 
strategy include an increase in the area 
under high-vielding seed varieties, in- 
creased and efficient consumption of 
chemical fertilisers, timely delivery of 
key inputs and stepped-up pest and dis- 
ease surveillance and control. 

In irrigation, priority is for complet- 
ing projects on hand capable of yiclding 
full or partial benefits before 1990; re- 
striction of new starts to medium-size 
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over will not suffice to solve all its prob- 
lems quickly. 

Shortage of funds has severely ham- 
pered the city’s attempt to beef up its in- 
dustries. Many of its 5,700 factories 
were built in the 1920s and 1930s and are 
still using machinery of the 1950s. The 
municipal government can afford to up- 
grade only 10-20% of the city’s factories 
with new technology and equipment as 
“a simple piece of new. imported 
machinery can easily cost US$1-2 mil- 
lion,” said a Shanghainese official. Asa 
special concession from Peking, Shang- 
hat is allowed this year to keep an extra 
US$300 million to renovate old fac- 
tories. With the recent foreign-ex- 


projects; more emphasis on minor irri- 
gation programmes which can be com- 
pleted quickly, and high-priority utilisa- 
tion of existing potential. 

Rural-development programmes 
would aim at income generation to 
bring down the —— living below 
the poverty line to less than 10% in 1995 
and to less than 5% in 2000. Employ- 
ment potential, mainly in rural areas, is 
expected to increase by 40 million 
standard person-years (a more accurate 
measurement of the actual number of 
jobs) during the plan against an addition 
of 39 million to the labour force. 


he plan aims at an overall annual ave- 

rage growth of 8% in the industry 
sector, The accent is on higher produc- 
tivity and greater viability. The upgrad- 
ing of technology and modernisation ts 
to be combined with more efficient use 
of resources. To be ushered in are sun- 
rise industries with high-growth poten- 
tial and relevance to India's needs — 
telecommunications, computers, micro- 
electronics, ceramic composites and 
biotechnology — with private-sector 
participation, 
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change squeeze, Shanghai officials do 
not expect a repetition next year. 

The city's policymakers realise 
Shanghai cannot hold on to its position 
with its old strategy: manufacturing pro- 
ducts with raw materials from elsewhere 
in China. Its future lies in more sophisti- 
cated industries and service-oriented 
activities such as banking and market- 
ing. During his visit to Shanghai in De- 
cember, Zhao spelled out this message 
clearly: Shanghai should look bevond 
being an industrial base and consider it- 
self as the country's largest economic, 
scientific and financial centre. 

The city plans to increase the service 
sector's share in the economy, now run- 
ning at about 22.8%. But it may be ham- 


` ais — ——— 
Indian farmer: need to upgrade technology. 

The investment pattern and policy 
framework would aim at restructuring 
industry towards high-technology and 
high valued-added and knowledge- 
based production, which would make 
India a leading industrial power. Special 
effort is to be made towards export pro- 
duction in selected fields, which means 
India has opted for export-led growth 
without admitting it openly. 

But the problem is financing the Rs 
1.8 trillion public-sector outlay without 
fuelling inflation. After taking into ac- 
count resources available to the govern- 
ment from various sources (including 
the balance of current revenues, con- 
tribution of public-sector enterprises 
and borrowings), the plan estimates 
that an additional resource mobilisation 
to the extent of Rs 447 billion (by the 
federal and the state governments, in- 
cluding their enterprises) is needed. 

This would be covered through tax 
and non-tax revenues and from enter- 
prises run by the federal and state gov- 
ernments. Specific measures are yet to 
be decided. Recent budgetary trends 
and projections for the Seventh Plan, 
excluding the additional resource 
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ed b a fübour tint, The Xinhua 
newsagency warned that in the years 
1985-87, Shanghai will be short of at 
least 65,000 skilled workers, with the re- 
tirement of 270.000 and the entrance of 
210,000 new ones above 18 years of age. 
Of the city’s 4.87 million workers, 1.81 
million are employed in services. 
Whatever difficulties lie ahead. 
there is no sense of a looming crisis in 
this bustling city which has seen its for- 
tunes rise and fall many times in the past 
100 years. It was the largest monetary, 
trade and shipping centre in China and 
in the Far East in the 1930s and 1940s. It 
continued to survive as a leading city in 
ensuing years, despite a mass exodus of 
capital and manpower in 1949. Today, it 





mobilisation needed, point to a serious 
resources crunch in the public sector; 
and this calls for a long-term strategy for 
fiscal management and improved pro- 
ductivity in that sector. 


poo savings are projected to 
grow from Rs 507.38 million (23.3% 
of gross domestic product) in 1984-85 to 
Rs 689.97 million (23.3% of GDP) in 
1989-90. Public savings should account 
for only 19% of total domestic savings 
estimated for the Seventh Plan period. 
Within the private sector, which ac- 
counts for 81% of domestic savings, the 
share of the household sector is as much 
as 71.5%. 

All this plus projected external bor- 
rowings of Rs 180 billion for the private 
sector still leaves an uncovered gap of 
Rs 140 billion which can be filled only by 
resorting to the printing press. But con- 
sidering the current price situation, this 
is considered a safe limit. In the past, 
total deficits of the federal budgets far 
exceeded the limits, leading to inflation- 
ary pressures. 

The projected external-borrowing 
programme of Rs 209 billion for five 





faces challenges of another sort. but its 
inhabitants are confident that though 
the city's role may be modified, Shang- 
hai will not decline further. 

"Our neighbouring provinces cannot 
prosper without Shanghai. From tech- 
nology to final marketing. they are still 
relying on the city to an extent — 
though less than before.” said Xiong 
Yongshi, deputy editor of Shanghais 
World Economic Herald. "New indus 
trial centres may emerge around Shang- 
hai, such as Hangzhou in Zhejiang and = 
Nanjing in Jiangsu, but they cannot 
rival us seriously. Our excellent geogra- 

hical position and our fine port. which 
ave brought us prosperity in the pasty; 
can never be re placed 


years (Rs 180 billion of it for the publie= 
sector needs) is regarded as adequate to 
maintain levels of imports needed to 


achieve the GDP growth target. During 


the plan period, debt-servicing obliga- 


average terms of external debts, includ- 
ing commercial borrowings, contracted s 
in recent years, repayment to the IMET 
of the 1981 loan and a substantial fallin 
concessional aid flows. 

While a structural adjustment i$ 
needed to strengthen the balance-of 
payments position, the plan assumes 
that the projected external borrowimg 
would maintain future debt-service obe 
ligations within manageable limits — 
the debt-service ratio remaining below 
20% and the current-account deficit re- 
lating to GDP averaging 1.6% over 
1985-90. 

A breakthrough in exports leading to 
a substantial rise in the real growth of ^ 


export earnings is a key element of the 


foreign-trade and payments strategy of 
the Seventh Plan. The volume of exe 
ports is projected to rise at 6.8% annue 
ally against a 5.8% rise in imports dur 
ing 1985-90 

The plan was formulated in an ae 
mosphere of robust confidence result- 
ing from a huge buffer food-grain stock, 

enign monsoon and a comfortable 
forie exchange position. It reflects 
Prime Minister Rajiv Gandhi's determi- 
nation to lead the country into the 21st 
century and make it a world power. The 
overall planning strategy has not 
changed. The difference is in the em- 

hasis. The prime minister has dented 
e is downgrading the public sector or 

that there has been a change in the in- 
dustrial policy enunciated by his grand- 
father almost 40 years ago 

The success of the plan depends on 
the behaviour of the monsoons, the aid 
climate, the international economic cn- 
vironment and, more than anything, is 
dynamic implementation. There ts con- 
sensus among all, including the state 
governments run by Gandhi’s political — 
opponents, on the strategy. But doubts” 
remain over the ability to implement the 


plan. o 
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- |Malaysian exports; Daim: more incentives. 
- POLICIES 


| By James Clad in Kuala Lumpur 
Ln the rush of local business relief 
lover a “mild” or “painless” budget for 
| 1986 (REVIEW, 7 Nov.), the policy sig- 
nificance of Finance Minister Daim 
| Zainuddin’s second fiscal package is 
| being overlooked. As another link in a 
|. chain of economic policy decisions this 
| year (REVIEW, 2 May), Daim's long- 
< awaited surgery to investment in- 
| centives follows cabinet-level changes 
| to investment-approval procedures, 
| foreign-equity rules and trade with 
| China. 
| Ina steadily more competitive envi- 


| ronment for outside investment funds, 
| the government has been under pres- 
| sure to overhaul its hotch-potch incen- 
tives system. Over the years, taxation- 
relief approvals, export rebates, re- 
| gional-location incentives, special 
| amenities — such as free-trade zone 
| "pioneer" incentives — and variable 
| tariff-protection rates have grown up 
_ piecemeal. 
|l. A confidential World Bank/UN 
| study received by the Malaysian Gov- 
| ernment at the beginning of the year 
| (REVIEW, 28 Feb.) raised the problem 
1 to the level of urgency: the foreign ad- 
| visers said the overall effect of current 
| ‘incentives and tariffs is actually to 
| penalise existing export industries — 
- the exact opposite of what the govern- 
ment is trying to achieve. Specifically, 
| they urged the government to cut back 
| “the overall level and wide dispersion of 
_ protection in the import-competing sec- 
} tor" and to ease the burden of “severe 
| cost disadvantages confronting the 
| majority of exporters and potential ex- 
| porters compared with import-compet- 
| ing manufacturers.” 
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Piecemeal surgery 


| Malaysia partially revamps its investment procedures 


In his budget, Daim moved to re- 
dress these problems — to a point. He 
retained pioneer status and invest- 
ment-tax credit incentives, while pledg- 
ing moves to chop others out of the 
thicket. 

Even the retained incentives will be 
simplified: pioneer incentives had pre- 
viously given a complete tax holiday 
(that is, exemption from income, deve- 
lopment and excess-profits taxes) for 
two to five years, depending on the 
level of fixed capital investment. 

But after 25 October, the complete 
holiday will be "fixed at five years irre- 
spective of the size of investment," Daim 
said. Previously, only apa commit- 
ments of M$1 million (US$413,223) or 
more earned a five-year holiday. More 
important, all projects consistent with 
the National Agricultural Policy (NAP) 
will get pioneer status. Announced last 
year (REVIEW, 24 May '84), the NAP 
aims to commercialise agriculture and 
fisheries. 


Ar from simplifying incentives, 
Daim also moved to reduce their 
number. The first to be chopped is one 
offering a 5% export allowance and 
double deductions for export-promo- 
tion costs. Replacing it is a new system 
under the general tax law that will abate 
tax liability to the extent of 10% of value 
added in exported goods. Con- 
sequently, for the first time, Malaysian 
exporters with a higher level of local 
processing will gain more than those im- 
porting most or even (as in the free- 
trade zones — FTZs) all of their materi- 
als. 

Bearing in mind disappointing local 


linkages to FTZ firms 
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(REVIEW, 19 
Sept. , Daim has agreed to extend this 
10% abatement to local businesses sell- 
ing products to FTZ and other 
categories of exporters, 

Also under the general tax law, 
Daim will give the first direct tax in- 
ducement (5% abatement on tax 
charge) to firms using local raw materi- 
als. A special tax abatement of the same 
magnitude will also go to small-scale en- 
terprises, defined under Ministry of 
Trade and Industry fixed-assets and em- 
ployment criteria. 

Another 5% will be extended to 
them “if they meet the criteria of the 
NEP” (New Economic Policy — Malay- 
sias 20-year programme, begun in 
1970, to apportion minimum percent- 
ages in employment and corporate 
equity to bumiputras — mainly 
Malays). Sources said this is the first use 
of the tax carrot rather than the licens- 
ing stick to ensure compliance with the 
NEP — a step urged by the World Bank/ 
UN study. 

Finally, in a specific nod to the 
World Bank/UN advisers, Daim has 
also removed some of the anomalies 
arising from differential duty rates 
(ranging from 2-5% ) levied on imported 
raw materials. A uniform rate of 2% 
will now apply. Sources said this is one 
point higher than the rate urged by 
some elements in the Finance Ministry. 
in this change, and in the simplification 
of the five-year pioneer start-up incen- 
tive, the reformers have gained some 
ground. 

But advisers are disappointed that 
surgery did not go further. Some had 
hoped that the whole system could be 
changed to a four-tiered structure pro- 
viding 20% maximum and 5% mini- 
mum rates to give an overall average 
level of around 13% protection to Ma- 
laysian manufacturers, as urged by the 

orld Bank/UN study. Similarly, some 
had hoped that a start might have been 
made to eventually abolish all preferen- 
tial investment incentives, substituting 
in their place “transferable tax credits” 
to overcome the problem of tax-abate- 
ment allowances being “greatly depre- 
ciated by inflation and the passage of 
time,” as the World Bank/UN study had 
said. 

Mostly, though, the budget con- 
tinues the piecemeal approach, giving 
inducements — such as an accelerated 
depreciation allowance — to encourage 
a pick-up in lagging capital-investment 
rates. Specifically, a current “re-invest- 
ment allowance” will be extended 
another three years “to encourage exist- 
ing manufacturers to undertake expan- 
sion and modernisation of their plants,” 
Daim said in October. All these mea- 
sures have been well received — yet, as 
one source noted afterwards in a refer- 
ence to the still-imposing clutter of in- 
centives, "while the medicine may be 
right. the packaging is still too confus- 
Ing." u 
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Valmet Efficiency 





Valmet of Finland is a leading world supplier of high-tech 
equipment. There are many reasons for this: 
Powerful human resources. First-class engineering. Heavy invest- 
ment in product development. Focused international operations. 
Balanced relationship between price and quality. Fluent commu- 
nication and close cooperation between client and manufac- 
turer. Top-notch service. 

The things we do, we do well. We extend and develop our 
operations and products constantly. Our business is organized 
into six operating groups: paper machinery, shipbuilding, auto- 


mation, transportation equipment,tractors and detense equipment. 


At the top of the league of paper machinery manufac- 
turers 

Through continuous investment in product development, Val- 
met has established a global reputation as a leading paper 
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machinery manufacturer. Our operational model is client- 
oriented, to meet the precise and individual needs of every 
paper manufacturer. Valmet has supplied over 200 machines 
or components to mills all over the world. A Valmet paper 
—— is an efficient and productive money-maker for the 
client. 

The Valmet Paper Machine Group is active worldwide. In 
Montreal, Quebec, Canada, Valmet-Dominion Inc. makes paper 
machines and components. In Atlanta, Georgia and Redmond, 
Washington, USA we are represented by the marketing consor- 
tium TVW Paper Machines Inc., which also operates in Britain, 
Australia and the Federal Republic of Germany. Valmet is a 
partner in Ateliers de Constructions Allimand, the leading paper 
machinery manufacturer in France. Valmet is representend 
worldwide through its network of accredited agents and 
dealers, 





Al PPAM AINE? 





Valmet R&D 

To retain its competitive edge, Valmet devotes huge sums to R&D. A recent 
example of a real breakthrough is the new Valmet Sym-Flo headbox, whic! 
adapts to a wide range of machine speeds and widths and a great variety of 
paper grades. Since its introduction in June, 1984, this innovative design has 
been a success by any standard. Over thirty units were sold internationall; 
only eleven months. Valmet is the word - for quality, versatility and skill 


VALMET 


Valmet Corporation, Corporate Head Office 
P.O.B. 155, SF-00131 Helsinki, Finlond Tel. --3580 171 441 Tix 124427 valp sí 


Valmet (East Asia) Ltd. 
Suite 1106 Two Exchange Square, Centrol, Hong Kong 
Tel. +8525 254579 Tix 77449 lala hx 
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One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
history. 
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More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 













































For the business traveller and the and Club 101 Discotheque. 
vacationer who insist on the luxury For the businessman — an Executive products and many, many 
of an international hotel and a convenient Business Centre, complete with secretarial more. 
location, the Tai-Pan Ramada is and telex services. Convention facilities like 
perfect. the Plum Ballroom which can hold 450 

500 rooms and suites lavishly people, four all-purpose function rooms. As the world's premier publi- 
furnished in rosewood; each with its own Still you'll discover more to like cation on Asian affairs, the 
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serve a variety of local, Chinese, Thai, Impeccable yet unobtrusive service. And Review delivers top decision 
Japanese and Continental cuisines — a central location in the business district, makers in business, industry, 
delightful choices when you're entertaining mere walking distance from Raffles City. government and the profes- 
friends or clients. The next time you plan a trip to 

And the most conducive places to Singapore, plan to stay with one of the sions more cost effectively 
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relax in — Kangxi Lounge, 24-Hour Cafe, ^ world's largest hotel chains. Make your 
Poolside Cafe, Health and Fitness Centre reservations at the Tai-Pan Ramada. 
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i epu a week of fiesta INTERNATIONAL HOTELS by advertising in the Far East- 
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WERKS Tai-Pan Ramada Hotel! In Asia/Pacific — Bening (1988) the Review 600 
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Bangkok. For personal export. please contact your nearest Volvo Dealer or Volvo Tourist & Diplomat Sale: 10^ OF 


How do you measure prestige and value in a car? Do you look for 
world/beating safety and outstanding quality? Do you look for 
performance, handling and legendary reliability? Do you look for 
unequalled durability based on superb workmanship? Do you look for a 
host of- built-in luxary-and-comfort features? 

If so, what youre looking for sounds remarkably like the cars In 
the new Volvo /60 series and /40 series 

But dont just take our word for it. You can visit your nearest Volvo 
showroom and see for yourself 

There's the versatile 740 GLE, and the exciting 740 Turbo. The 
luxurious 760 GLE and the high performance 760 ) Turbo All of then 


safe, reliable and very Volvo 


VOLVO 


nation, please contact BRUNEI: United Motors Sdn Bhd. Bandar Seri! Begawan, HONG KONI 
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“KLM offers the most 


complete Business Class 
service.” 


KLM's Intercontinental Business Class. 
More than just a wide, comfortable seat. A truly com- 
plete service. 

The separate check-ins. The 30 kilo baggage 
allowance. The advanced seat selection. The free 
drinks - including champagne. The choice of meals. 
The carefully chosen video entertainment. 

The selection of business magazines. The 
specially designed Delft Blue coaster as a personal 
gift. The world-wide service, in all six continents. 





The home-base, Amsterdam Schiphol, 
recently voted yet again the best airport in the world. 
And the personal, friendly attention. Whether on the 
ground or in the air. 

Which is perhaps why KLM's award-winning 
Business Class has been praised by passengers and 
press alike. Test us, try us, fly us. 
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The Reliable Airline KLIMI 


Royal Dutch Airlines 


New! For travellers 
who take Asia seriously. 


The 13th edition of the All-Asia 
Guide is simply crammed with 
new up-to-the-minute 
information, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 





There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating out in Asia, on 
the best way of using your 
baggage allowance, and on how 
best to carry your cash. 


25 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right thinas, 
to the best places for souvenir 
hunting — wherever you re 


going. 
An even more streamlined 


quide to hotels in the reaion with 
more than 1,600 listed. 


Some 55 new colour pictures, 
and more than 110 new black- 
and-white pictures. 





FarEastern Economic Asia's most complete guide book All of which adds up to over 
Fully Revised 13th Edition * 700 pages of vital information for 
| ! e business and pleasure travellers 
—— 2D Xà s à 
mies 3 — — in Asia. 





Now in its 13th Edition. «5 
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To: Publications Division, The ALL-ASIA GUIDE is 
| Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. published by the Far Eastern | 
i Please rush me copy/copies of the ALL-ASIA GUIDE, 13th Edition, as indicated. | enclose a cheque/postal Economi Review Asia m St i 
order for respected business weekly 
i No. of copies C] by surface L] by airmail” R1128AG13 | 
| ALL-ASIA GUIDE, 13th Edition: HK$89/US$11.95/£8.75/5$25/M$27.50 each FarEasternEconomic ! 
i “For airmail delivery, please add:- HK$45/US$6/£4.25/S$13/M$14 per copy ATA | 
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€ IN the beginning was the share — 
shares of “stock” or capital in single 
companies, that is. Then came trusts 
holding portfolios of shares and in turn 
selling their own shares or units to the 
public. After that came “funds of funds" 
investing in investment and unit trusts 
and once again selling stakes in them- 
selves — twice removed from underly- 
ing equity ownership — to the public. 
Then came the crash. 

That was more than 50 years ago — 
in 1929 to be precise — when the fund of 
funds of Goldman Sachs, among others, 
crashed from dizzy heights to sickening 
M With them went the savings of 
millions of ordinary Americans. But 
memories are short and history has an 
unhappy knack of repeating itself. 

By the late 1960s, the once-discre- 
dited fund-of-funds concept was re- 
habilitated in the shape of Investors 
Overseas Services (IOS) with the 
energetic (“Do You Sincerely Want to 
be Rich?) Bernie Cornfeld sending 
forth teams of smooth-talking salesmen 
to spread the gospel of a diversified in- 
ternational-share portfolio for even the 
small man — via an investment in IOS. 
In 1970, IOS crashed. Once again ordi- 
nary investors lost their shirts. 

Many of those hapless individuals 
were in Hongkong, where market regu- 
lation was even less strict in those days 
than it is now. Moving with customary 
alacrity to bolt the stable door after the 
horse had fled, the authorities intro- 
duced into the Hongkong Code on Unit 
Trusts and Mutual Funds (Section 47) a 
stipulation that trusts and funds must 
not hold more than 10% of their net as- 
sets in the form of shares in other funds. 

Now, Shroff learns, there is a propo- 
sal before the local Commissioner for 
Securities to repeal Section 47 and allow 
funds-of-funds back in Hongkong — 
just as they have been —— re- 
cently in Britain where, it seems, oe 
thing goes nowadays in the craze for fi- 
nancial deregulation. The proposal 
comes, not surprisingly, from the indus- 
try, represented by the Hongkong Unit 
Trust Association (HUTA), and coin- 
cides with a prospectus for a new Hong- 
kong fund of funds prepared by Per- 
sonal Financial Consultants (PFC) 
which is currently awaiting the approval 
of the Securities Commission. 

Shroffs argument is not with the 
PFC fund in particular but with the gen- 
eral principle of permitting funds of 
funds without very specific rules on 
what they should and should not be al- 
lowed to do. Whether such funds offer 
the ordinary investor a valuable chance 
to diversify his portfolio internationally 
among leading investment-manage- 
ment groups (as their promoters argue) 


ux r 
Rang ` nm 
c — 


f : 
nr- n x oc hed 


Gearing up can grind you down 
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or simply add up to the over-dilution of 
investment objectives is something the 
investor must decide for himself. 

There are, however, things he can- 
not be expected to know for himself. 
Some of them are covered in the recent 
submission by the HUTA. The associa- 
tion is right to want safeguards against 
“double charging” when the fund of 
funds invests in other funds. And it is 
right to want prevention of “mutual 
back-scratching" or reciprocal arrange- 
ments whereby separate management 
groupe invest in each other's funds 

nds to maximise fees. Funds of funds 
should not buy each other. 

Whether it is right to suggest that 
Hongkong-based funds of funds should 
be permitted to invest in trusts that are 
not presently authorised in the territory 
is more questionable. A rule like the 
British one Pivenng managers using 
the managed fund as a buffer to support 
specialist unit-trust prices — allow the 
managed fund only to buy newly creat- 
ed units — would be a 
good idea. Something to 
stop funds of funds being 
used as dustbin trusts for 
unpopular managed funds 
is also needed. 

But none of these 
things address the real 
danger of funds of funds: 
that is, of over-gearin 
with one borrowed fun 
investing in another bor- 
rowed fund and thus com- 
pounding or pyramiding 
the risk of a disastrous 
crash if underlying asset 
values fall sharply. Ad- 
mittedly this is somewhat 
less likely to happen with unit trusts, 
where the value of the units is supposed 
always to reflect the underlying value of 
the assets, though unit trusts too can 
gear up. 

It is a much bigger danger with 
closed-end mutual funds and though the 
HUTA talks mainly about unit trusts, 
Shroff learns on good authority that 
mutual-type funds of funds (investment 
trusts of investment trusts, that 9) are 
envisaged too. If the Securities Com- 
mission permits funds of funds, there 
must be rigid rules on gearing. 

Gearing is great while asset values 
(stockmarkets) are rising: it can be dis- 
astrous when they fall, as Kenneth Gal- 
braith's excellent book on 77e Great 
Crash 1929 made vividly clear. Reg- 
ulators should not be deluded by the ar- 
gument that a modern fund of funds 
hedges its risk by an international 
portfolio of investments. Stockmarkets 
can, and do, fall in unison. 
€ ANOTHER area where memories 






















































are notoriously short is that of financial | 
deregulation: in the City of London as |. 
Shroff noted above but equally in New f 
York, Ottawa, Sydney and now even | 
Tokyo. All are rushing to dismantle — 
their Glass-Steagall-type legislation: 
which separates commercial banking - 
from securities transactions. This, it will: 
be remembered — or maybe not — was 
again brought in after the great crash o 
1929 to prevent financial institutions ex. 
sing themselves to a single risk 0i 
oth the debt and equity side. £ 

Now, deregulation is tearing down 

these walls, designed to prevent what 
David Gill of the International Finance 
Corp. terms the “concentration of eco- 
nomic and political power and abuses 
thereof." Chile and Argentina, as Gill - 
notes, have already deregulated and ` 
"seen the emergence of the very prob- - 
lems the Glass-Steagall Act was de- . 
signed to prevent." Tokyo take note. 
e SHROFF may have done Hong- 
kong's Standing Committee on Com- 
pany Law Reform (as 
presently constituted) an 
injustice in implying that 
it might still be Tess” 
TÈ than keen on the princi- 
‘| ple of disclosure of 
shareholdings and deal- 
ings (SHROFF, REVIEW, 
17 Oct.). The committee — 
recently issued an interim. 
report saying it was - 
“strongly inclined” to 
think that the time for dis- 
closure has now come. 

Precisely what level of ` 
disclosure has yet to be 
decided and the commit- - 
tee's proposals are cure 
rently being considered by various pro- - 
fessional interests before going back 
to the relevant standing committee by - 
7 December. The committee proposes. 
that both company directors and "sub- 
stantial" shareholders should have to 
declare holdings and dealings in listed: 
companies (not private ones as in Bri- 
tain). The information would be kept in — 
a register by the company and made - 
available to the public. 

Inspectors would be appointed by 
the financial secretary to investigate any | 
apparent contraventions and companies 
themselves would also be empowered to 
inquire about substantial shareholders. f 
(The committee has yet to decide whe- P 
ther substantial should mean 5% or T 
10% of the voting shares of a company.) — 
Shareholders who fail to provide infor- — 
mation could be subject to sanctions on | 
transfer of shares, voting rights or eve 
dividend payments. Laudable senti- 
ments. Shroff just hopes they make the — 
(Company Law) statute book. 
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By Manik de Silva in Colombo 
resenting his calendar 1986 budget 
to parliament, Sri Lankan Finance 
and Planning Minister Ronnie de Mel 
forcefully drove home the message that 
a continuation of the bloody separatist 


- war in the north and the east, where 


some of the country's minority Tamils 
seek a separate state, can mean econo- 
mic disaster. Pointing out that the con- 
tinuing violence had necessitated a sub- 
stantial increase in defence expenditure 
— more than 10-fold from Rs 600 mil- 
lion (US$21.8 million) to Rs 6.2 billion 
— de Mel said this represented an in- 


Crease from 1.5% to 3.5% of gross 


domestic product. 

“A poor country like Sri Lanka can 
ill afford a military build-up of this na- 
ture without making great sacrifices in 
terms of development and growth, em- 


ployment and living standards. Con- 


tinuation of this violence presents us 
with two options. Neither of them are 
satisfactory as they will both have an ad- 
verse impact on the lives of the people 
of this country,” de Mel told parliament 
on 13 November. 

The first option, de Mel said, was to 
cut back on development to accommo- 
date the escalating defence expendi- 
ture. The alternative was to carry on the 
development programme regardless of 
the financial burden of additional secu- 
rity-related expenditure. Such a course 
would mean a budget deficit that will 
become “unmanageable and unsustain- 
able," de Mel warned, inevitably lead- 
ing to substantial expansionary financ- 
ing. That, he warned, will seriously 
threaten the country's internal and ex- 
ternal financial stability. 

The budget picture, as presented in 
the draft estimates for 1986, was de- 
cidedly gloomy with total government 
revenues just adequate to meet recur- 
rent-expenditure commitments. De 
Mel estimated revenue for 1986, before 
taking his new fiscal proposals into ac- 
count, at Rs 37.3 billion, slightly higher 
than the previous year’s revised revenue 
figure of Rs 36.3 billion. Revenue 
mobilisation was not keeping pace with 
GDP growth, said the minister, which 


he said was due to poor commodity 


prices resulting in lower revenues from 
tea and rubber. 

Allowing for adjustments, including 
Rs 800 million set apart for net lending 
on various advance accounts and a 5% 
slash on the current-account provisions 
of spending ministries, de Mel antici- 
pated a Rs 28.7 billion overall deficit 
which, he said, would top 14% of GDP. 

“The estimated revenue is merely 
sufficient to cover the cost of day-to-day 
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| In defence of deficit 


z -. Sri Lanka's insurgency throws 1986 spending out of line 






administration of the government. The 
capital expenditures are to be financed 
entirely out of grants and loans raised 
locally and abroad," the minister said. 
He cautioned that an overall deficit of 
such magnitude will clearly pre-empt re- 
sources from the private sector, which 
had done better than the public sector in 
generating growth and jobs recently. 
Arguing strongly for the need to 
steer clear of deficit financing, de Mel 
returned to the recurring theme of his 
budget speech: a solution to the prob- 
lems in the north and east and a reduc- 
tion in defence expenditure. De Mel 
was outspoken about Sri Lanka's 
monolithic public sector which, over the 
years, has become a massive drain on 
the budget. De Mel, who disclaimed 
ideological or dogmatic views about 
public enterprise, said that he was only 
concerned about efficiency and proper 
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Civil unrest: counting the cost. 


management. He repeated his oft- 
quoted remark that there was no magic 
in either the public sector or the private 
sector. The only magic was in the man- 
agement. 

“The unfortunate problem in Sri 
Lanka is that many of our public enter- 
prises have been grossly mismanaged. 
As a result, public money is being 
wasted . . . the budget is unable to bear 
the burden of these public enterprises 
without substantially increasing the bur- 
dens on the ordinary man,” he said. 

These remarks, clearly reflecting the 
government's inclination towards 
privatising non-viable state enterprise, 
were underlined by de Mel: “Should 
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country suffer to keep a few hundred in 
employment in public corporations 
which can never be revived? Should a 
few public corporations hold the entire 
nation to ransom? These are a few is- 
sues that have to be faced fairly and 
squarely, objectively and courage- 
ously." De Mel said, however, that his 
remarks only applied to state-owned in- 
dustrial and commercial corporations 
and not to public utilities. 

De Mel claimed the budget had 
been required to meet losses bigger than 
the total of what was spent annually on 
food stamps, free education and free 
health care. He said that since the pre- 
sent administration assumed office in 
1977, Rs 40 billion in budget funds had 
been poured into public enterprises — a 
sum bigger than what has been spent on 
the accelerated Mahaweli River Diver- 
sion Scheme, the country's single 
biggest development project. 


he new revenue proposals de Mel 

announced for 1986 will undoubted- 
ly mean some hardship, and the opposi- 
tion has already seized on these. The 
prices of liquor and cigarettes have been 
increased as have train fares 
and postal, telegraph 
and telecommunication 
charges. The embarkation 
tax at Colombo Inter- 
national Airport has been 
doubled from the present 
Rs 100 to Rs 200. Against 
that, de Mel has announc- 
ed a contributory govern- 
ment-supported pension 
scheme for the country’s 
farmers, and an increase in 
the government's guaran- 
teed price for their un- 
husked rice from Rs 62.50 
to Rs 70 a bushel. The pen- 
sions for the farmers, par- 
ticularly, have been widely 
welcomed and government 
backbenchers thumped 
their tables in approval as 
de Mel made the an- 
nouncement. 

The minister hurt the 
affluent classes somewhat 
by reducing the maximum 
deduction permissible for tax-sheltered 
approved investment from Rs 500,000 
to Rs 150,000. But against that, he 
abolished death duties and gift taxes, re- 
duced the maximum rate of personal 
taxation from 55% to 50% and also an- 
nounced that no taxpayer will be called 
upon to pay more than 60% of his total 
income in tax payments, down from 
80% previously. The middle classes 
were helped by raising the tax-exempt 
income to Rs 27,000 from Rs 24,000 a 
year. 

De Mel said that despite these 
changes, Sri Lanka would still have the 
highest level of personal income tax in 
Asia. He estimated a revenue loss of Rs 


28 NOVEMBER 1985 e FAR EASTERN ECONOMIC REVIEW. 



















| ce that 
| erably de. 


eliminated, in a few years as à esult of | 







- better tax compliance resultin 
duced taxes. ene | 


aeea tax evasion in 
Taxpayers, particul 
who have their « 


























their salaries - as-you- earn 
scheme, áre mos resentful about what 
= they regard asa jueeze on the employ- 
ed while the: self-er iployed often escape 


Iso announced a with- 
% on interest income. 
“Inland. Revenue Depart- 
: reported that there was a.total 
it Rs 30 billion in time and sav- 
eposits. in banks and finance com- 
- panies, and that the interest declared in 
- this category for tax purposes did not re- 
flect the high level of deposits. He 
.promised that he would ensure that 
those not liable to income tax will be 
freed from the difficulties of claiming 
refunds of tax withheld by administra- 
tive means. 


* 


D: Mel estimated a net revenue in- 
crease of Rs 1.8 billion from his | 
budget proposals which included Rs 460 
million for the vital tea, rubber and 
coconut industries which continue to 
dominate the economy. Plantation-pro- 
duct prices have been acutely depressed 
and de Mel has offered them some tax- 
.ation relief to be partly recouped from 
.price-stabilisation funds. He said that 
he had seriously considered a national- 
defence levy on all employees but had 
not gone ahead with it out of considera- 
tion for the lower-income groups. “Tf, 
however, defence expenditures con- 
tinue to escalate, or if it becomes essen- 
tial to seek supplementary budgetary 
. provision in 1986, I would have no alter- 
native but to impose a national -defence 
» levy of the type proposed," he warned. 
The final estimates of expenditure 
- (recurrent at Rs 35.2 billion and capital 
. at Rs 30.1 billion) and revenue (Rs 39.1 
- billion) left an overall budget deficit of 
Rs 26-27 billion. De Mel said that he 
would finance the deficit from the fel- 
_ lowing non-inflationary sources: foreign 
grants (Rs 3.36 billion); foreign project 
and commodity loans ( Rs 10.84 billion). 
and domestic rupee loans (Rs 10.8 bil- 
lion). The remainder is to be bridged by 
borrowing from banks. 
"Since it is just around 1% of the 
projected GDP, I am sure it will not be a 
source of financial imbalance in the 
economy," de Mel said. He announced 
. that he would seek parliamentary ap- 
proval to increase the present borrow- 
ing limit on treasury bills from Rs 23 bil- 
- lion to Rs 25 billion to assist the Trea- 
sury in coping with cash-management 
toblems arising from expenditure 
ids and revenue lags. | | 
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Papua N New Guinea’ s deficit will continue toc 


By lan Andrews in Port Moresby 
apua New Guinea, faced with fall- 


P Australian aid and depressed 
prices for primary exports. has cut ex- 
penditure as well as raising some gov- 
ernment charges but will still have to 
borrow more commercially overseas to 
finance a big budget deficit in calendar 
1986. The Kina 958 million (US$995.8 
million) budget handed down on 12 
November predicts a 22% increase in 
the deficit to Kina 220 million. Total 
public debt is forecast to reach Kina 1 
billion, with capital and interest pay- 
ments on overseas loans of Kina 174 
million. 

While most of the country's borrow- 
ing is from concessional sources, next 
year the government will need to bor- 
row Kina 95 million from commercial 
sources, Of this, Kina 79 million will be 
used for budgetary support; the rest will 
finance commercial investments. 

The decision for new borrowings fol- 
lows a recent IMF report warning that a 






[Kina million) 





(à 10% increase on 1 






failure to phiie out cendi additional 
loans could result in a budgetary crisis. 
The report pointed to Papua New 
Guinea's "record of responsible econo- 
mic management" and expressed confi- 
dence the government would heed its 
advice. Finance officials here have sup- 
ported the principle embodied in the re- 
port of not mortgaging the future. 
However, there is also concern the 
strong language was designed to have an 
impact on political decision-making. 
rather than the unduly negative impact 
on the perceptions of commercial banks 
that has resulted. (Although supposedly 
confidential, the report is known to be 
circulating in some financial circles. ) 
The government believes too much 
attention is being placed by the private 
sector and economic commentators on 
the ) 


rowing and debt-servicing 
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RATES OF INCREASE 


Papua New Guinea's growing debts 


_ opposition 


— rather than on & 
example, the net born 
new borrowing minus 
ments — would be Ki 
1987 and in subsequent 
reduction in net overses 
debt is envisaged. 
Papua New Gume: 
open economy suscep 
tional forces, partic . 
demand for its main expo 
copper and tree crops. 
coffee, cocoa and palm 
Minister Phillip. Bouraga 
handing down the budge 
little prospect of à real impro 
gold and copper prices. — — 
With a prediction of 8.6% € 
growth for next year based k 
expected 5.355 rise inimvesti 
lematic when export items" pi 
falling) the implications. tor 
budgeting are stark. 
Direct budget aid from Aust 
currently around the AS3 
lion (US$202.7 milioni m 
will be cut by 3% a year for 
remainder of the decade — a 
its value has been further erod 
because of the fall in the Aust 
Han dollar. With the bulk o 
ternal revenue conung No 
company and personal taxat 
— and therefore largely dep : 
dent on national econor 
health — and flat projection 
agricultural exports, the eov 
ment i$ being squeezed on. 
sides. 








ts response has beer 

B expenditure on goods. 
vices by 4% next year ti 
704 million and torres 
area of spending m thi 
9% by 1990. The TON 
has said it will attempt to mai 
level of priority services 
streamlining the burcaucrac 
ducing waste, including s 
tuted misappropriation in some 
Overall budget outlays of Kin 
lion are Kina 28 million more tha 
1985 budget but down 2% in real t 
New revenue measures are airs 
generating an additional Kina 15.2 
lion next year. A rise in the genera 
port levy to 5% is anticipated to con 
bute an extra Kina 6.5 million E 
venue. However, extension of tf 
to 3 basic food i ite ms such as 
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The government also met internal re 
Sistance to a 5% rise in air fares which 
would flow from an announced rise in 
duty on aviation fuel, as well as reserva- 
tions about a budget recommendation 
"for a 3% real cut in wages. 
| The budget has become a highly 
- polarised political issue, partly because 
- the opposition is again manoeuvring to 
launch another no-confidence motion 
= against the government, which if suc- 
. cessful would put opposition leader 
- Paias Wingti in power until the elections 
due in 1987. According to opposition fi- 
nance spokesman, People's Progress 
- Party leader Sir Julius Chan, the budget 
would fail because it does not provide 
for economic growth. He said borrow- 
ing had reached a "dangerous level" 
_ when Kina 79 million of the Kina 95 mil- 
- lion being borrowed would be used to 
- repay loans. He added that, of the Kina 
174 million loan repayments in 1986, 
| than 54%, or Kina 91 million, 
- would go to pay interest alone. 
— The opposition has indicated if it 
] won power it could finance continuing 
- government operations through a con- 
is itutional provision for three months’ 
supply without a budget being passed. 
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! Consideration could then be given by an 


incoming government to introducing a 
| mini-budget. The government has ac- 
— cused the opposition of being hypocriti- 
cal by calling for reduced borrowings 
= and higher spending, without admitting 
| this would require higher taxes. 
One difficulty in evaluating the 
— budget is the lack of accompanying so- 
— cial and economic statistics on which 
| budget decisions have been made. 
| Some of the material had evidently not 
| been endorsed by the cabinet for release 
and a decision was made that details of a 
five-year development plan should be 
issued separately next year. The 8.6% 
growth figure, though considered 
overly optimistic in some government 
circles, has however been confirmed as 
the working figure for 1986 estimates. 
The government is conscious of its 
need to limit the level of foreign bor- 
rowings and cut expenditure without 
causing undue social tensions — a task 
f Ere by the projection of a hefty 
| 2.5% population increase. op 
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By Paisal Sricharatchanya in Bangkok 
n a move criticised by many bankers, 
Thailand's monetary authorities have 
pushed through sweeping legal reforms 
substantially strengthening their reg- 
ulatory powers over the financial sys- 
tem, including banks and finance com- 
anies. The changes should equip the 
ank of Thailand (BoT — the central 
bank) to deal with various problems re- 
lating to mismanagement of financial in- 
stitutions. 

At the same time, a new fund — 
similar to the long-mooted deposit-in- 
surance scheme — will be established to 
cushion the impact of any financial fail- 
ures. The legal changes are embraced in 
three emergency royal decrees which 
will amend the 1962 Commercial Bank- 
ing Act (already amended once in 
1979), the 1979 Finance, Securities and 
Credit Foncier Business Act (also 
amended by a previous royal decree in 
1983 in the aftermath of a major crisis), 
and the 1942 BoT Act. 

Approved by the cabinet on 12 
November in the face of opposition 
from the banking lobby, the decrees will 
become law once they are signed by 
King Bhumibol Adulyadej and pub- 
lished in the Roval Gazette — a process 
expected shortly. As a legislative for- 
mality, they will have to be endorsed by 
parliament after it convenes its next ses- 
sion in April 1986. 

Of the three decrees, the most 
widely debated is the one related to 
the banking act. When the non-parti- 
san Finance Minister Sommai Hoon- 
trakul first proposed them at a cabinet 
meeting on 29 October, the means as 
well as the essence of the amendments 
were opposed by ministers from the rul- 
ing coalition — particularly the Social 
Action Party (SAP). the largest coali- 
tion partner, whose leader Kukrit 
Pramoj is chairman of the Bangkok 
Bank of Commerce, a medium-sized 
bank. 

First, the introduction of a royal de- 
cree to effect legal changes is normally 
warranted in serious situations that 
threaten national security. Opponents 
had argued that since there appeared to 
be no impending crisis, the amendments 
should follow the regular (if time-con- 
suming) parliamentary route. 

Perhaps more importantly, the origi- 
ied proposed decree to amend the 
banking act contained some ambigu- 
ously worded clauses, the violation of 
which would have allowed BoT reg- 
ulators to resort to drastic action. Ob- 
jecting to what they described as "uni- 
versal powers" for the BoT, many bank- 
ers contended that there would be seri- 
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ous damage if such powers were abused. 
For instance, the original draft au- 
thorised the BoT to order any bank to 
increase or decrease its capital, or 
merge its operation with other banks — 
if its operation is considered detrimen- 
tal to the public or if its directors’ or exe- 
cutives' activities are regarded as caus- 
ing damage to public interests. Such an 
order would have overruled sharehold- 
ers' prerogative. 

e contentious clauses were sub- 
sequently deleted by a high-level work- 
ing group headed by Deputy Prime 
Minister Boontheng Thongsawasdi, an 
SAP deputy leader. 

According to one local newspaper 
account, the SAP ministers finally gave 
their consent after Prime Minister Prem 
Tinsulanond secured support from 
Kukrit in a telephone call prior to the 12 
November meeting. 

The watered-down version is 
nonetheless a radical departure from 
the old banking laws. Plugging various 
legal loopholes that existed in the past, 
the amended law will, in effect, au- 
thorise the central bank to closely 
examine bank operations, prescribe re- 
medy measures to avert a potential 
crisis, deal — with unscrupulous 
bank directors and executives and hold 
bank auditors accountable for sub- 
standard auditing. 


he proposed BoT power to order 

bank mergers was deleted. How- 
ever, its authority to effect a capital in- 
crease or decrease remains in the 
amended version, which says that if the 
order is not complied with during a set 
period, it would be automatically taken 
as approved by shareholders. 

“When we first spot problems at a 
bank, we should ideally be able to step 
in with corrective measures to prevent 
them from snowballing. However, the 
old laws basically allowed us to inter- 
vene only when a bank was on the brink 
of collapse — there was little else we 
could do in between.” commented a 
senior central banker. 

Informed sources said the rigid con- 
trols were heavily influenced by the 
BoT's experience in dealing with the 
Asia Trust Bank (ATB, taken over by 
the government in August 1984 and 
later renamed Sayarm Bank). For a 
long period before its collapse, the cen- 
tral bank under former governor Nukul 
Prachuabmoh issued numerous direc- 
tives demanding improvements in the 
bank's questionable operations — but 
these were largely ignored. 

The ATB Silene (REVIEW, 13 Sept. 
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784) was a classic case of mismanage- 
ment and fraud. To date, about Baht 5 


billion (US$185 million) worth of bad 
and doubtful loans has been uncovered, 
plus another Baht 2 billion damage re- 
sulting from fraudulent acts allegedly 
committed by the bank's former man- 
agement. Former chairman Johnny Ma 
— alias Wallop Tarnvanichkul, report- 
edly taking refuge in Taiwan — and 
other directors are being sued for Baht 
3.6 billion compensation. 

The fact that Sommai suddenly en- 
gineered the legal reforms by means of 
emergency decree, without prior con- 
sultations with banks, has prompted 
speculation that a banking crisis was im- 
minent. The speculation came amid in- 
termittent rumours that some smaller 
banks, battered by the general econo- 
mic downturn, are strapped. Even the 
two largest institutions — Bangkok 
Bank and Thai Farmers Bank — report- 
ed substantially lower third-quarter 
earnings. 

But officials took pains to emphasise 
that the speculation is unfounded. 





Questioned by the REVIEW, BoT gover- 
nor Kamchorn Sathirakul said: “It is 
normal that some banks have more 
problems while others have less. In the 
present economic sluggishness, there 
are probably more trouble loans. Even 
some large US institutions also have had 

roblems." On the banking decree, 

amchorn said: “We are like the doctor 
who has to [continually] check the pa- 
tient's health . . . it is our duty to 
safeguard the interests of public de- 
positors." 


Mo analysts see the central bank’s 
sharpened legal teeth as a deterrent 
that will force bankers to think twice be- 
fore engaging in wrongful acts. Violat- 
ors are subject to a Baht | million fine 
and/or up to 10 years’ imprisonment. 
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The legal reforms had in fact been 
contemplated since 1982 in a series of 
deliberations that were interrupted first 
by the finance-companies debacle in 
late 1983 (REVIEW, 22 Dec. '83) and 
later by the ATB saga. The decree 
amending the finance-companies act, 
promulgated in the aftermath of the 
crisis, was copied into the draft amend- 
ments for the banking act and additional 
clauses were written in after the ATB 
takeover to make them even more 
watertight. (These additional clauses 
were incorporated into the second of 
the newly approved three decrees to 
further amend the finance-companies 
act, thus putting the instruments on 
equal footing.) 

A BoT insider told the REVIEW the 
completed draft amendments were sub- 
mitted to Sommai shortly after Kam- 
chorn assumed office in September 
1984. This means the minister quietly 
sat on them for more than a year and 
waited until parliament went into recess 
before finally proposing them in the 
form of emergency decrees. Because of 
the decrees’ nature, some of 
the original proposals not 
considered urgent — such 
as those that would have 

ermitted banks to engage 
in provident-fund manage- 
ment or to issue transferra- 
ble and negotiable certifi- 
cates of deposit — were 
dropped. 

Said the BoT source: 
“We originally expected the 
amendments to go through 
parliament. But with hind- 
sight, the minister's tactics 
are probably more effec- 
tive. Given the influential 
banking lobby, they might 
have been watered down if 
we had pursued the parlia- 
mentary route.” 

What was not part of 
the BoT's recommended 
changes, but a matter deli- 
berated on and off since the 
late 1970s, was the third de- 
cree to create a deposit-in- 
surance-type fund by virtue of an 
amendment to the BoT Act. Although 
details have yet to be worked out, banks 
and finance companies will in essence 
be required to contribute up to 0.5% of 
their deposits or lending to this fund 
with the central bank contributing yet- 
to-be-determined counterpart funds — 
to assist depositors or lenders of finan- 
cial institutions that fail. 

A similar scheme was proposed by 
Nukul in the aftermath of the finance- 
companies crisis, but it was rejected by 
Sommai. The minister is apparently 
convinced now that the scheme is à 
necessity. One of the new fund's im- 
mediate tasks is to tackle problems re- 
lating to some two dozen ailing finance 
firms that have been taken over by the 
Finance Ministry. ü 
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Stand-off | 
room only : 


New Japan-EEC talks move 
little closer to trade harmony — 


By Charles Smith in Tokyo Lf 
alks between Japan and the EEC on — 
Japan's big trade surplus with the ~ 

community have traditionally ended in — 

a stand-off, and the heavily billed” 

"ministerial consultations" held im - 

Tokyo on 16-18 November were no ex- f 

ception. The three EEC commissioners ~ 

who led the European side of the talks — 
concentrated most of their efforts om ` 
trying to get Japan to agree to announce 

a global import target. but were cone 

fronted with a series of firm negatives by — 

everyone on the Japanese side from the. 1 

prime minister down. 4 
After the talks, the EEC's Commis- 

sioner for External Relations Willy de — 

Clercq said he was very disappointed | 

by the Japanese refusal. But the truth ` 

seems to be that no one on the BEC side ` 
really expected a positive Japanese re- ~ 

sponse to a proposal which is seen in f 

Tokyo as impinging on Japan's econo- - 

mic sovereignty. as well as being inap- - 

ropriate for a nation which claims to - 

Monet the principles of free trade. 
During the talks, senior figures on - 















| the Japanese side admitted readily — 


enough that Japan had a structural f 
problem with regard to overseas trade - 
that required action on the Japanese 
side — as well as greater sales efforts by li 
the EEC and other developed-country T 
trade partners. Some hint was also given |) 
that Japan might be ready to hold |) 
periodic official-level meetings with the f 
EEC to *monitor" progress in reducing 
the trade imbalance. | 

With their main proposal having ` 
been rebuffed, the EEC trio must now © 
report back to a full session of the group | 
in Brussels, which in turn will presentits | 
views to to the Council of Ministers (the — 
standing committee of foreign ministers 1 
which sets the broad lines of EEC policy - 
towards Japan). The ministers could 7 
show a less-tolerant attitude towards P 
Japan than de Clercq and his colleagues P 
seemed to display at the close of the 7 
Tokyo talks — given that it was the | 
council, not the EEC, which originally f 
decided to press for a firm import target. 

But the majority view seems likely to 
be that now is not the time to punish 
Japan by. for example, demanding talks 
within Gatt under the well-known Arti- 
cle 23, Chapter 2 (which permits any |” 
Gatt member to convene a tribunal of | 
other members to discuss a single na- | 
tion's trade policies). 

The determination with which Japan | 
has forced up the value of the yen during | | 
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on ‘with abal are admired to à have 
n the modest efforts made by Euro- 
'an central banks to lower the dollar' * 
change value against currencies in the 
uropean Monetary System. 

Given Japan's recent record in the 
rency markets, and in view of what 
EC delegates described as the obvi- 
is sincerity of Prime Minister Yasu- 
ro Nakasone's comments on the 
ade-imbalance problem, it looks as if 
e EEC may decide to hold its fire 
ver than seek an immediate show- 
wn with Japan over trade issues. 

“he fact that a trade war is probably 
Xt about to break out right now be- 
‘een Japan and Europe does not mean 
t any significant reduction in the 
EC's bilateral deficit is in sight, nor 
at European exporters are near to 
solving long-standing market-penetra- 
n problems in Japan. During the first 
e months of 1985, the EEC's deficit | 
ened very marginally from year-ago 
els. according to EEC figures — 
hough, if Japanese imports of gold are 
THE EUROPE-JAPAN 

IMBALANCE 






REVIEW DIAGRAM by Araty Tang 


cluded, the gap appears to have nar- 
wed very slightly. 
-More significant than the overall 
ade figures are the trends for imports 
X exports on either side and the 
eakdown of EEC exports to Japan. 
se show a net shrinkage of trade in 
ith directions, witha strong shift away 
om high value-added exports and to- 
s primary products or lightly pro- 
d goods on the European side. 
The message of the trade figures 
ms to be that Japan is still moving ag- 
vely into European markets from 
1 it has not been barred by the 
nerous so-called voluntary-restraint 


ars, while Europe is still unable to 
reak into the manufactured-goods 
markets in Japan. The latest round of 
op-level talks may have differed from 
(revious sessions in revealing more 










ibout this state of affairs than has been 
dmitted before, but practical solutions 
m as far away as ever. 























greements negotiated over the past few | 


enuine concern on the Japanese side - 
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Singapore's depression 
—a — high 


S ince the end of 1984, the Singapore 
# economy has undergone drastic 
changes. The long boom, with high 
gross national product 
since the 1960s, saw a sharp downturn in 
early 1985 — so much so that in the first 
quarter, the growth rate was only 3% 
and in the second quarter it was 1.4% 
on an annual basis. Four major factors 
explain this downturn: 

» The decline in international demand, | 
associated with protectionism among 
developed countries (the US, Japan. 
the EEC and others) and developing 
countries. The world is still in recession, 
with GNP growth fluctuating at a low 
level since 1980. The revival of the US 
economy also is not steady. Demand for 
Singapore's exports was weak in early 
1985 largely because of the US slow- 
down. Exports increased by only 3.4% 
in the first quarter. 

However, weak international. de- 
mand cannot explain the whole picture. 
On previous occasions, including the oil 
crises of 1973 and 1978-79, Singapore's 
economy performed much better than 
others. On this occasion, its economy 
has been hit harder than others — such 
as Taiwan, Hongkong and South 
Korea. Taiwan's real GNP growth rate 
is expected to be about 6% this year; 
Hongkong expects about 4.5%; South 
Korea foresees about 5,25%. Singa- 
pore's performance is now the worst 
among the four newly industrialising 
countries. 

Singapore's manufacturers have sud- 
denly woken up to find their products 
are no longer competitive in export 
markets, despite the fact that labour 
productivity rose by more than 6% in 
1984 and by 4.5% on average in 1980- 
83. Why? This comes to the second fac- 
tor. 

» The high-wage policy and too rapid a 
rate of attempted shift in the industrial 
structure. The high-wage policy was 
conducted in 1979-81, when the Na- 
tional Wages Council (NWC) deliber- 
ately jerked up wages. The calculated 
| risk was that when labour-intensive in- 
dustries were phased out, the new capi- 
tal- and skill-intensive industries might 
not rise up fast enough. Thus some of- 
our light industries moved to Malaysia, 


Indonesia and elsewhere and some were 


liquidated. 


Sophisticated. industries such as 


machinery, aerospace, electrical, com- 


puters and | information, industrial 
robots and so on have not, as expected, | 
compensated for the. decline in labour- 
intensive industries. The petrochemi- 


growth rates | 


cals industry faces great difficulty in 
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view of falling world demand for its pro- 
ducts. The current situation is exactly 
what I foresaw and worried about a few 
years ago. 
There is always a time-lag in econo- 
mic policy. The high: wage policy did 
not have an immediate adverse effect 
when international demand was strong. 
It was only in 1984-85, when export 
markets were increasingly competitive 
and some of our labour-intensive indus- 
tries were phased out, that the current 
plight showed its ugly face. 
» Nationalistic policies of our neigh: 
bours, Indonesia and Malaysia. The di- 
rect-trading policies of our neighbours 
have reduced considerably Singapore's 
entrepót trade; they should not be criti- 
cised because every country has its own 
national standpoint. The high exit tax 
on residents recently introduced by 
Indonesia has reduced. Indonesian 
tourism to Singapore and has lowered 
the hopes of Singapore as a medical 
centre. Malaysia's introduction. of a 
small tax on people crossing the Cause- 
way has also reduced the flow of people 
between Johor and Singapore and has 
diminished retail business in Woodland 
near the Causeway. These policies 
should not be considered a major factor 
in the downturn, but they have not been 
noted well enough by many people. uw 
» Over-investment in private residen- 
tial units, hotels and shopping ‘com: 
plexes in recent years. The big surplus, 
now appearing, has caused a slump in 
the property market and also in the: pri- 
vate-sector- construction industry. 
In short, the combined:slump.in in- 
ternational demand and domestic de- 
mand and the adverse lagged effect of 
the high-wage policy are the culprits in 
this current downturn. 


W ill Singapore lose, permanently, 
its competitive power? How long 
will this depressed state last? Singapore, 
being a small open economy, must 
naturally be subject to wide fluctuations 
between prosperity and depression; and 
trained personnel, resources and 
facilities swing from scarcity to surplus 
and vice versa in a short time. With the 
physical and financial infrastructure so 
well developed and with double-digit 
growth rates for the past 20 years, 
Singapore’s economy is not likely to 








Lee Sheng Yi is a professor atthe | 
National University of Singapore - 
who has written widely on eco œ | 
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. glide down permanently in the long run. 


. Perhaps after restructuring with cor- 
rective measures, the growth of the 
Singapore economy may resume its usu- 
ally high rates, if international demand 
revives. It is to be hoped Singapore will 
resume its vigorous growth within one 
Or two years. 

What restructuring measures should 
be taken? It is not advisable to turn back 
to labour-intensive industries. Instead, 
we should continue the upward shift of 
the industrial structure to a high-tech- 
nology level, because in the long run 
Singapore cannot compete effectively 
with other countries with large labour 
forces and lower wages in labour- 
intensive industries. In the current 
downturn, when labour tightness has 
been alleviated and some labour-inten- 
sive industries have already gone, there 
may be a better chance for capital- and 
skill-intensive industries to be estab- 
lished in Singapore. Optimistically, this 
may be a blessing in disguise. It is an op- 
portune time to have an overall, critical 


review of the economy and consider the 
crücial problems of lowering labour 
costs and increasing productivity. 

A distinction should be made be- 
tween the labour cost to business enter- 

rises and wages received by workers. 

hat is important to business and the 
competitiveness of Singapore's pro- 
ducts is the labour cost. Wages (better 
to say, real wages) are to denote the 
material welfare of workers and are re- 
levant to income distribution. Labour 
costs in Singapore comprise wages and 
fringe benefits, the Central Provident 
Fund (CPF), payroll tax and contribu- 
tions to a Skill Development Fund 
(SDF). 

The general wage in Singapore was 
inereased from US$1.47 an hour in 1980 
to US$2.37 in 1984. The corresponding 
figures in Taiwan were US$1.27 and 
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US$1.90; in Hongkong, US$1.40 and 
US$1.44, and in South Korea, USS1.08 
and US$1.32. Evidently Singapore's 
wages rose much more than our com- 
petitors’. 

In this current downturn, Prime 
Minister Lee Kuan Yew proposes wage 
restraint for two or three years, but not 
a wage cut. This should be considered as 
an appropriate approach, because a 
wage cut would imply a reduction in ef- 
fective demand, which would aggravate 


the recession. But wage restraint means | 
also a drop in real wages if consumer | 
prices rise. Workers have to make a | 
great contribution to the economic re- | 


covery in this respect. 

The prime minister has also ruled out 
a cut in the CPF contribution rate, 
which currently is 50% — employer and 
employee contributing 25% each. The 
CPF is tribute to the home-ownership 
scheme, which is important to political 
and social stability. 

The payroll tax of 2% on wages re- 
cently has been abolished. In fact, it 
should have been abolished long ago be- 
cause it worked against the employment 
of labour. The government was reluc- 
tant to abolish it, probably because it 
was considered a disinflationary mea- 
sure and because it would encourage the 
substitution of machinery for labour. 

The SDF had the objective of pro- 
moting training courses and industrial 


€ It is not advisable to 
turn back to labour-intensive 
industries. Instead, we 


should continue the upward 
shift . . . to a high-technology 
level ...9 





skills. Small businesses, which did not 
know how to apply for the fund and 
could not make use of such a facility, felt 
that it became an implicit tax on them. 
The employer's contribution to the SDF 
was lowered from 4% of wages to 2% in 
1984. 

Thus, efforts to reduce labour costs 
seem to be limited. More important is 
the redoubled effort to increase labour 
productivity. 

The government has suggested that 
effective from 1986, there will be a four- 
point plan to achieve a more flexible 
wages system: the NWC will not recom- 
mend an annual pay increase, as it has 
been found difficult to propose a single 
increase suitable for all companies and 
all jobs; there will be a shorter time- 
scale; variable bonus or productivity in- 
centives, and new-style collective agree- 
ments. Thus employers and unions will 
have to negotiate directly on annual in- 
crements and bonuses. Older workers 
will have to be retrenched. 

Taxes in Singapore are generally 
higher than those in Hongkong, Taiwan 
and South Korea. Personal income tax 
is 4-40% on a progressive scale com- 





pared with 17% in Hongkong, for 
example. Company income tax is 4096 
on so-called taxable profits (approxt- 
mately equal to net profits). Considera- 
tion may be given to reviewing the over- 
all taxation system in order to reduce 
the tax burden of businesses, so that 
they can compete more effectively in 
this recession. It should also be noted 
that tax collection is quite effectively 
conducted in Singapore, so that rela- 
tively speaking, the degree of tax eva 
sion is less than that in other countries, 
Singapore has no export duties. Import 
duties are limited to liquor, tobacco and 
petroleum 


GS ingapore emphasises efficiency and 
productivity in its economic-develop- 
ment strategy. Hence large-scale indus- 
tries and multinational enterprises with 
a high level of technology and overseas 
marketing connections are particularly 
welcome — so much so that small local 
enterprises felt they were left out. The 
government announced on 25 August 
that it would set up a fund of S$100-200 
million (US$47.4-94.8 million) to help 
small businesses (including industries, 
services and trading), so that they can 
be modernised. 

Small enterprises can apply for loans 
at special low interest rates. The gov- 
ernment further announced on 21 Se 
tember that a S$25 million fund would 
be set up. which offers dollar-for-dollar 
cash grants to small companies for pro- 
moting exports. The companies can 
apply for grants to set up overseas of- 
fices, to improve product and package 
designs, to market new products and 
services and to develop new markets. 
They will pay only half the cost incurred 
for export promotion. The other half 
will be paid by the Trade Promotion 
Board, with the range set at S$2,000- 
250,000. 

Singapore attempts to seek overseas 
markets in many ways. In particular, 
China provides good prospects for trade 
and investment. Lee's visit to China in 
September resulted in more economic 
cooperation between the two countries. 
China promised to send a minimum of 3 
million tons of crude oil to Singapore for 
refining, which is a big relief to the six 
depressed refineries, running at half the 
capacity of 1.1 million barrels per day, 
There are plans for promoting tourism 
to China and investment by Singapo- 
reans in China. Singapore businessmen, 
facing a depressed home market, are 
keen to open businesses in China, such 
as investment in hotels, tourism and 
property development. 

Recently, there has been a very ac 
tive entrepót trade between China and 
Taiwan, through Hongkong. Singa- 
pore, South Korea and even Japan. This 
indirect exchange of goods is for politi- 
cal reasons. Singapore can play a signifi- 
cant role in this trade. 

There has been deliberation on whe- 
ther the high exchange rate of the Singa- 
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of wages, rent, utility costs and pur- 
e of locally made components.” In 


ports is very high. “The extent of 
| devaluation of the Singapore dol- 
ms of foreign currency — by a mere 


Against this, it will raise the cost of 
, in Singapore dollars, by 20%. 





ing will eventually rise by 12- 
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J hile many analysts believe the Ja- 
W panese Governments target of 
% real growth for the current fiscal 
ar (ending 31 March 1986) will still be 
ained, there are now many signs that 
he economy is heading for recession. 
- Declines in the industrial-production 
dex in August and September (bring- 
g the year-on-year growth rate to only 
5% at the end of the latter month), in- 
icate that the manufacturing sector is 
apidly losing impetus. Industrial in- 
vestment in the 1985 fiscal year is still es- 
mated to rise by 10% from the 1984 
vel, but this figure includes the cost of 
privatising" Nippon Telephone and 
legraph and the government tobacco 
opoly and thus almost certainly 
rstates the underlying trend in the 
jufacturing industry. 
Jther relatively weak sectors of the 
yomy are housing. where the 
Iber of starts has been running at 
is below those of a year ago, and 
imer demand, where department- 
nd superstore sales were up only 
























































ont, there has been bad news in the 
to China and stagnating ex- 

> US. The weakening of US 
eems to have hit 
/ especially hard, 

Il in September. This 
ndustries such as 
c fibres which de- 










eeting in New York on 22. 
pected to boost acti 





ufactured exports, arguing that | - 
local content of Singapore's ex- | 
rts averages only about 20% — made | 


r words, the imported component - 
valuation ranges from 20-50%. [A . 
jill cut manufacturing costs — in | 
| the exchange rate on exports. 


-has-to import much con- e vie | 
ds, including food; hence the | preciating dollar has no effect on export 
activity. A few industries which do not 


e said. The consequent infla- | need to import much of their materials 


signs of a recession | 


. the 


n July and August. On the exter- 


sharp month-to-month decline | 


| from the package means that its effect on 
| private consumption — the biggest de- - 
nt in GNP — will proba- 
r | Japan's 
| forcing u 









"his argument was precisely what I 
| D egiin in a seminar in. March 
1983. Exports include domestic exports 
and re-exports. An appreciating Singa- | 
pore dollar has, practically, little effect 
on entrepót trade. À high exchange rate 
for imports is associated with an equally - 
high one for re-exports. With regard to 
domestic exports, their import content - 
is very high; a high exchange rate would 
lower the cost of importing raw materi- 
als, offsetting the unfavourable effect of | 













Nevertheless, we should not take the 
extreme view of saying that an ap- 
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flagging sectors of the economy such as 
housing and capital investment by in- 
dustry. 

However, there have been sharp dif- 
ferences of opinion between the Econo- 
mic Planning Agency, which drafted the 
package, and private-sector economists 
on the overall effect on gross national 
product. The government's claim that | 
ackage will generate ¥4 trillion 
n 314.6 billion) worth of demand 
equivalent to 1.3% of GNP) over the 
next 12 months has been challenged on 
the grounds that some of the measures 
taken (including relief for areas hit by 
natural disasters) would have had to be 
taken anyway. 


rivate-sector economists see about 

W ¥2 trillion of additional demand be- 
ing created by the government mea- 
sures, mainly in the form of increases in 
ublic-works spending and investment 
y the electric-power generating indus- 
try. The absence of any tax measures 





mand component TOO 
bly be neutral. Meanwhile, the Bank of 
' (the central bank) policy of. 
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HongkongBank’s Hexagon corpora 

electronic banking system. It's a state-ol-the 
art system for six vital reasons 

1. Hexagon is powerful. Ihe system otters 
wide-ranging services, from reporting simple 
account balances to up-to-the-minute foreigi 
exchange rates. Hexagon communicates 
through the HongkongBank group's own 
global data network, giving you instant access 
to the group’s vast resources of banking and 
information services around the world 

2. Hexagon is fast. Information is constantly 
updated. Hexagon reacts quickly to give you 
the edge. 

3. Hexagon is friendly. The system is easy t 
use. Its simple screens are easy to read and 
easy to understand. 

4. Hexagon is adaptable. It can be integrated 
easily into your existing management structure 
Whatever your business, Hexagon offers you 
management full control. Any of your stafi 
can be assigned to operate the system while th 
authorisation and supervisory functions remain 
firmly in the hands of your management 

5. Hexagon is secure. Full data scrambling, 
individual passwords, dual and multi-level 
authorisation and a range of other security 
features ensure safety and confidentiality foi 
vour company's finances. Unauthorised access 
Is prevented. 

6. Hexagon is compatible. Unlike othe: 
systems, Hexagon has been designed to rui 

on a range of popular personal computers so 
that substantial investment in hardware i 
unnecessary. 

The HongkongBank group is one o 
world's major financial institutions 
1,200 offices in 55 countries. 


Welcome to 


To find out more about Hexagon and how tt 
can help your company, contact the Hexagon 
centre at your nearest branch of the 
HongkongBank group. 


Hexagon. 


Puts the power of the bank 
in your hands. 





HongkongBank 


Marine Midland Bank * Hongkong Bank of 
Canada * The British Bank of the Middle Fast 
Hang Seng Bank Limited * Wardles Limited 
HongkongBank Limited 


CONSOLIDATED ASSETS AT 31 DECEMBE! 
EXCEED US$61 BILLION 





LE RAFFINEMENT 
COMES TO 
SINGAPORE AGAIN. 


m 


= I 


J 


— — — 


| 


: ll 


Now, you can experience 
Le Raffinement in a refreshingly 
different way at Hotel Meridien Changi- Singapore. 

Situated in a luxurious garden setting just a few moments from 
the beach and with a big choice of watersports including 
windsurfing, waterski-ing and sailing, as well as access to a golf 
course and tennis facilities, the hotel is still only minutes from 
both the city's international airport and business district. 

Add to this all the facilities you'd expect from a first class 
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businessman who wants to work hard. As well as play hard. 

Le Raffinement, that unequalled style and elegance that only 
Meridien can offer, experience it in two great hotels in Singapore. 
Hotel Meridien Singapore and Hotel Meridien Changi-Singapore. 
For reservations, contact your travel agent or the Hotel Meridien Changi- Singapore 
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The bonds are hurting 


Japanese dealers take huge losses following currency action 


By Bruce Roscoe in Tokyo 


> Japanese bond dealer opened 
the window on an upper floor of his 
Tokyo head office and fell to his death 
in early November. The dealer report- 
edly had lost billions of yen in trading 
Japanese Government bonds. In the 
past month, estimates the bonds depart- 
ment of Yamaichi Securities Co., the 
top 18 Japanese securities houses have 
together lost approximately ¥1 trillion 
(US$4.93 billion) in bond trading. The 
same department puts the average indi- 
vidual loss of all Japanese — 
banks and securities firms at about ¥ 10 
billion. 

The market for Japanese Govern- 
ment bonds has collapsed as one result 
of concerted action taken by the Group 
of Five industrialised nations, agreed 
upon at their 22 September meeting in 
New York, to lower the value of the US 
dollar and raise, or at least maintain 

resent interest-rate levels in Japan, 
est Germany, Britain and France. 

The Bank of Japan's (BoJ, the cen- 
tral bank) intervention 
to push up interest rates 
appears to have achiev- 
ed its intended effect 
with clockwork preci- 
sion. It has narrowed the 
gap between US Trea- 
sury bond and Japanese 
public-bond rates from 
4.25% as at 24 Septem- 
ber to 2.94% as at 15 
November. Both Tokyo 
and Washington now 
seem to regard closing 
the interest-rate gap as 
the most effective means 
of reducing the US trade 
deficit with Japan. 

Victimised harshest has been the 
Tokyo bond market, now in the throes 
of what major dealers say is its biggest 
fall in 20 years. In a perfect proof of the 
textbook rule that when interest rates 
rise, bond prices plummet, from 24 Oc- 
tober — the day BoJ governor Satoshi 
Sumita announced the yen would go 
even higher — to 16 November. the 
inter-bank two-month bill discount 
rate rose from 6.625% to 8.188%. In 
tandem, the price of the bellwether 
10-year Japanese Government bond 
No. 68 (a term of convenience derived 
only from the 6.8% coupon), fell over 
the same period from 106.87 to 99.28, 
its market yield climbing from 5.66% to 
6.93%. 

Dealers caught holding big chunks of 
bonds were hit hardest (though those 
with low, or no stocks bought for pro- 
fit). A fall of just 1% in the bond price 
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would mean a loss of ¥1 million on a 
purchase of bonds worth * 100 million. 
Losses were especially heavy on the 
newly opened bond-futures market, be- 
cause of the low 3% margin require- 


ment, meaning that dealers need only | 


put up 3% of the total value of bonds 
they contract to buy. And because many 
Japanese institutional investors in bonds 
also are big players in stocks, the bond- 
market fall has driven trading volumes, 
and the Dow Jones index, down on the 
Tokyo Stock Exchange. 

Embittered securities houses lay the 
blame for the bond-market collapse 
squarely on the shoulders of the US 
Government. They see Washington's 
request of the BoJ to intervene in the 
foreign-exchange market as contradict- 
ing official US efforts to persuade the 
Japanese Government to deregulate in- 
terest rates. 

Foreign securities companies and 
banks — commercial, merchant and in- 
vestment — have not been much af- 


D. Ta 
Currency dealers: dollar fallout. 





fected by the market’s fall. A syndicate 
of about 12 foreign concerns is allowed 
to underwrite the bonds but their expo- 
sure is still minute. Nonetheless, the 
foreigners do not feel free to withdraw 
from the syndicate. Those stung are Ja- 
panese banks and securities companies 
which are obliged by the government to 
buy up each new issue. 


itsubishi Bank has attacked the 
BoJ's policy of raising short-term 
interest rates as deflationary. A research 
paper produced by the bank said a high 
E could produce the opposite effect of 
oosting imports. This argument is 
based on the assumption that raw-mat- 
erials imports made cheaper by a low 
US dollar allow manufacturers to cut 
export prices and thereby maintain the 
degree of competitiveness achieved at 
previous yen-dollar rates. 
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` There also is the view that the high 


rate of exports by many manufacturers 
over the past year has facilitated consi- 
derable unit-cost savings which still give 
exporters some leeway to reduce prices, 
yet stay profitable 

[he US Federal Reserve Board now 
appears to be worried that higher Ja- 
panese rates may slow Japan's econo- 
mic growth. That is what Japanese 
Ministry of Finance (MoF) officials 
have maintained from the beginning. 
The MoF believes the BoJ's interven- 
tion has gone too far; and some officials: 
are resentful of the ruling Liberal 
Democratic Party's decision to deal di- 
rectly with the BoJ., 

The BoJ's intervention also makes 
light of the government's plan to reflate 
the economy. A package of measures 
intended to boost domestic demand was 
announced in October, but higher in- 
terest rates can only dull the effect of 
these, which was to suck in imports. 
Moreover, the MoF feels bond vields 
should be driven down, not up, ata time 
when the government must issue more 
to finance itself. The outstanding bal- 
ance of government bond issues begun 
in 1975 is expected to reach ¥142 tril- 
lion by 31 March 1987. The government 
is still highly reliant on this means of de- 
ficit financing, as demonstrated by the 
MOoF's decision in early November to 
scrap a plan that would 
have reduced the out 
standing bond bulance 
by ¥1 trillion in the 1986 
fiscal year 
hes Japanese city banks 

EN i felt compelled to raise 
EB | their short-term prime 

* I| rates, which are virtually 
$. pegged to the official 

E discount rate (as charged 
by the BoJ to commer- 
cial banks). This mea- 
sure would have de 
»essed the domestic 
bun market even further 


sued guidance to dis- 


courage the banks from acting, and they 


have said they will comply. Since Oc- 
tober 1983, the BoJ prirne rate has been 
set at 5% and the banks short-term 
prime at 5.5%. Market rates for short- 
term money are currently fluctuating 
at around 7%, however, though some 
banks are said to be charging 7.8% 
One loss-making complication some 
banks face is that they are committed to 
longstanding customers to lend at the 
former, lower rates and can offer only 
new customers the higher, new rates. 
[he top banks and securities houses 
believe the BoJ will not be able to main- 
tain its tight-money policy and range of 
intervention mechanisms for more than 
about three months. For one thing, the 
government's high-interest-rate policy 
conflicts with the notion of harnessing 
the vitality of the private sector to re- 
flate the economy. ü 
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but the MoF quickly is- 






















A Ithough there has yet to be a formal 
. debt audit of Hongkong’s stricken 
ung shipowning group, a creditors” 
eeting on 18 November is believed to 























of the public and private sides is now 
arer US$3 billion than the US$2 bil- 
figure touted previously. The meet- 























lily interests was being held in Tokyo 
use an estimated 65% of the pri- 




















e. group announced its financial 
culties at the beginning of Sep- 
er (REVIEW, 12 Sept.). Although 
€ publicly quoted Orient Overseas 
F oldings) Ltd (OOHL) has been able 
to maintain interest payments, the fi- 
nancial position. of the private com- 
ies owned by the Tung family has 












































terest and principal payments sus- 
pended. Private-side creditors were told 
n Tokyo that interest payments could 
be resumed soon. 

Banking sources indicate the overall 
oup debt is split fairly evenly between 
he privately held interests of the Tung 
mily and its 65%-owned . publicly 
uoted subsidiary, OOHL. If an orderly 
lisposal of assets is permitted, it is esti- 
mated there would be a shortfall of 
JS$75-100 million on the public side 
and US$1.25 billion on the private. 
Af the US$3 billion figure turns out to 
be accurate, it implies the shipping com- 
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er, despite the close-knit nature of the 
orld of shipping finance and the Tung 
group's Aframax joint ventures with 

























¥64.4b 
| (US$315.4m) 
| A$320.2m 
| (USS216.4m) 


- | Rps 6850 
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stimates of the Tung group's debts are ballooning 


ve been told that the combined debt. 


of 72 creditors of the private Tung 


n considerably worse, with all in⸗ 


y's creditors stand to lose at least as — 
ch as the institutional -creditors of.| 
pan's Sanko Steamship, which sought . 
urt protection on 13 August. How- 


y Nick Seaward in Hongkong and Bruse Roscoe in Tokyo 


Sanko, it seems that with the exception 
of a few of the Japanese trading houses 
and leasing companies, no one institu- 
tion figures as a major lender to both 
companies. A steering committee of 12 
of the private Tung group's lenders — 
formed during the 18 November meet- 
ing — features none of the names 
known to be involved in efforts to re- 
structure Sanko. |. | 

While the size of Sanko's total in- 
debtedness will undoubtedly prove to 
be far greater than that of the Tung 
group — once trade debts and unpaid 
charter hire are taken into account — 
the complexity of the Tung group's 
structure and the lack of common in- 
terest among its bankers make the 
Sanko rescue scheme appear relatively 
straightforward. According to the Tung 
family's financial advisers, S earson 
Lehman Brothers, the private side com- 


prises more than 500 cómpanies while 
|. OOHL’s last annual report lists more 


than 130 subsidiaries and associates. 
Assets are sprinkled among these 
subsidiaries with little thought for cohe- 
sive corporate structure and the web of 
cross-guarantees and inter-company 


leases is proving so complicated that a 


true picture of the group's financial po- 
sition is not expected for several 
months. A major problem has been that 
until the appointment in October of 
former Mass Transit Railway Corp. 
chairman Norman Thompson to preside 
over a hastily convened finance commit- 


tee, the banks had not been able to find © 


an executive at Tung. headquarters who 


dealt with finance full-time. One fi- 


nance executive, Y..S. Ching, has not 
been involved in the rescue scheme, 
leaving Sherman Ng — the group’s 
former PR man — to try to provide 
some continuity. 


‘COMPANY RESULTS 
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Current-year diss forecast at ¥530b. 


One-for-five rights. issue. at a 75. aang "bank. net 
lower. | 
Return on — seto 16% 
— es — — 


em gs to lower av eta 
interest expenses. - 


US$145 million - — à loan 
made since OOHL's last balance- sheet 
was prepared. OOHL's last annual re- - 
port also reveals contingent liabilities of © 
US$690 million in respect of guarantees 
to subsidiaries, associates and third par- 
ties. In addition, the REVIEW under- 
stands that the chairman of the whole 
group, Chee-hwa Tung, is likely to have 
extant mn T on some co 


These personal. Puma ees. are 
thought to have been given to the Hong- 
kong Bank group in respect of loans 
totalling US$270 million. This sum is 
separate from the US$150 million stand- 
by credit made available to the Tung 
groupinSeptember. The Hongkong Bank 
group does not figure prominently.as a 
mortgagee of Tung group tonnage or 
property; as the bank is known to have 
financed OOHL's 1980 acquisition. of 
Britain's Furness Withy group, it almost 
certainly has a charge on the acquired 
capital of Furness and must be consi- 
dered now as a major shareholder of 
OOHL. That being the case, its security 
cannot be very good and figures such as 
8 cents in the dollar have already been 
mentioned as the proportion recovera- 
ble. 


S ince trading in, OOHL's shares was 


suspended on 2 September, ithasbeen 
presumed that any successful reschedul- 
ing package would depend on the finan- 


.€ial advisers’ ability to buy time from 


the private-group creditors while a via- 
ble restructuring plan was devised for 
the public side. Hints that this is indeed 
the strategy to be adopted by both fi- 
nancial advisers could be gleaned from 
statements issued by Shearson Lehman 
and OOHL after the 18 November 
meeting. 

Emphasising that the plan presented 


| in Tokyo was an interim one to last 


about four months, Shearson said it 
"should lead to the resumption of in- 
terest payments to the group's creditors 
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 onan equitable basis. s 9 ner 
been taken to mean that those creditors 
holding profit-generating assets as col- 
lateral will take their interest out of re- 
tention accounts associated with each 
loan. Those lenders with no collateral 
(thought to comprise mainly the Japan- 
ese, who lent as much as USSI billion 
over the past 12 months on the strength 
of the Tung name), are likely to receive 
nothing. 

Meanwhile, attention is being fo- 
cused on the proposal by Hambro 
Pacific to form à new container group 
within OOHL. Hambro sent a letter to 
OOHL creditors on the day of the pri- 
vate-side creditors’ meeting, proposing 
the formation of a new container group 
which would “contribute directly to re- 
ducing debt in the remainder of 
OOHL." Hambro revealed that the 
container division, which includes port 
terminals, agency and through trans- 
ES operations, made a profit of 

K$252 million (US$32.3 million) in 
the first half of this vear. 

Whether or not this new container 
group can be formed will depend very 
much on the attitude of a syndicate of 
banks headed up by a US East Coast 
bank. This syndicate has extended loans 
on ivately owned containershi 
which have been leased to the OOHL 
Pen vicis Orient Overseas 

ontainer Line (OOCL) at charter 
rates that currently are higher than the 
prevailing market. It is understood that 
the charters between the two sides have 
been used as collateral, so the American 
syndicate has presumably already given 
its blessing if Hambro is already con- 
templating a change in the corporate 
structure. 

Apart from the container opera- 
tions, whose worth — were they to have 
clean title — banking sources estimate 
at some US$250 million, there are a few 
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other profitable pockets within OOHL. 
The energy businesses are reckoned to 
be worth about US$50 million over 
book value, but their prospects grow 
bleaker with every fall in the oil price. 
The group’s investment in Wall Street 
Plaza in New York’s lower Manhattan 
is worth about the same. Property con- 
sultants warn, however, that the Tun 
Centre in Singapore is worth about 60% 
of its stated value and property invest- 
ments in Australia are probably worth 
less than book as well. 

By far the biggest drain on both the 
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abie and private He OF use Fel 

group has been the tankers and bulk | 
carriers in their fleets. Ironically, if f 
OOHL had stuck to container opera- | 
tions instead of taking a mixed fleet of | 
11 tankers and bulkers off the hands of | 
the private side in December 1982, the |) 
group would have been able to holdout f 
much longer. Instead, the OOCL fleet. F 
has been short of cash and forced to in- 
dulge in the sort of inflated sale and 
charterback deals with third parties that” 
are a classic symptom of a shi 
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trouble. Three such deals were done by 
the group last vear. MN 










hipbrokers point to other tell-talesigns 

of trouble that the bankers ignored — 
— perhaps in their enthusiasm for the 2 
3% spread that Tung was prepared to — 
pay for many of his loans. In particular, ^ 
the extraordinarily rash ordering spree — 
for new ships, which have no long-term 
charters lined up and — apart from the 
containership newbuildings required - 
for the new round-the-world service — 
have Ifttle prospect of gainful employ- - 
ment at projected freight rates until the © 
1990s. 

Reliable sources in Japan even indi- ` 
cate the Tung group ordered two X 
containerships at Tsuneishi (through C. | 
Itoh and Sumitomo Corp.) less than two 
months before it sought help from the 
banks. It is difficult to fathom the mo- 
tive behind the order, unless by taking 
such an extreme measure, Tung was 
able to get additional finance: it is not 
unknown for institutions to be willing to 
finance newbuildings up to 105% of the 
contract price to help an owner along. 
Although these orders appear in the 
yard's orderbook, no mention is made ` 
of them in material distributed after the. f 
creditors’ meeting, perhaps because I 
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they are for the private side's ac- 
count. o 
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| issue by a South Korean firm. 


i 


it KONG: After a rising trend lasting some 
three weeks in which the Hang Seng Index 
reached a four-year high, an expected technical 
| correction undermined the local market in the 
' middle of the latest period. But despite profit-tak- 
? ing and a slackening of institutional interest, the 
{| index managed a 21.80-point gain to close at 
1,744.20. The shares of Hongkong Industrial and 
- Commercial Bank — a subsidiary of Overseas 
| Trust Bank — resumed trade after a hiatus of 
— more than five months. The banks were taken 
| over by the government in June, after disclosures 


of financial difficulties. 


n... 

- TOKYO: Shaken badly by the collapse of trading 
-in government bonds, the stockmarket remained 
on edge during the period. Volumes were down 
- sharply. averaging only 251.5 million shares. The 
- Dow Jones Average steadily declined for most of 
— the period, though it rose slightly in the last two 
days, ending the period at 12.700.31 points on I8 
- Nov. Investors waited and watched for signs the 
Bank of Japan (the central bank) would modify its 
policy of forcing up short-term interest rates. 
Se non-theme issues made big gains and 
 biotechnology-related issues staged a modest 
- comeback. 
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1 à; Markets continued to slide on con- 
- tinuing high interest rates, lack of special situa- 
tions and weak bank stocks, camina back 

‘through the 1,000-point level just six weeks after 
- breaching it. Bell Group's Robert Holmes à Court 
| re-entered the Broken Hill Proprietary Co. mar- 
| ket and picked up A$220 million (US$148.6 mil- 
| lion)-worth of stock in the first two days of the 
| period, but the firm's shares lost ground when he 
| withdrew — taking the market with them. Most 
| stocks fell, with the All-Industrials Index down 
| 47.2 points to 1,457.4, the All-Resources Index 
| down 27.5 points to 665 and the All-Ordinaries 


4 


—]- Index down 36.4 points to 995.2. 


| NEW ZEALAND: The sharemarket opened 


4 - steady, then firmed up later in the period on rising 
| volume. The market took some encouragement 
: from a two percentage-point decline in long-term 
| bond yields and a slight decline in the value of in- 
- vestments. In addition, the price of Brierley In- 
| vestments — the country's largest listed firm by 
| capitalisation — firmed over the period prior to its 
| listing in Australia. As expected, the government 
| announced moves to deregulate the domestic 
|. banking industry. By the close, the market had 


|. rallied strongly. 


y BANGKOK: Share prices continued to suffer from 

— | extremely low trading interest, with more invest- 
- |. ors turning into observers. Prices moved within a 
narrow range and ended mostly unchanged. The 
mid-November announcement of the changes to 

— | the banking laws — approved by the cabinet — 
- | had a negative impact on banking shares. The 
— | downtrend spread to other sectors, but textiles 
— | stocks were spared, largely because of the lifting 
| of a US embargo on Thai garment and textiles 




















rt-led slowdown 
i CONCERN over export prospects and poor corporate results weakened many mar- 


| kets in the region and kept volumes low in the period to 18 Nov. But Seoul reached a 
| new high for the year, buoyed by an overseas convertible-bond issue — the first such 


products. Lower third-quarter results also weak- 
ened the market. The Book Club Index ended 
the period down 1.15 points to 128.94. 


SINGAPORE: The continuing tin-market crisis 
and political uncertainty in the Malaysian state of 
Sabah brought the bears out in force. Brokers also 
maintained that the funds siphoned off from the 
market for the recent flotation of the Malaysian 
Airline System had not found their iia back to 
the — as expected. Fraser's Industrial 
Index plunged 72.05 points in the period, closing 
at 4,228.17 on 18 Nov., with most counters losing 
ground, Volume continued to slide, with a daily 
average of 11.6 million shares changing hands dur- 
ing the period. 


KUALALUMPUR: For most of the period, listless- 


ness prevailed as the tin market's collapse and 
Sabah political uncertainties continued to domi- 
nate sentiment. However, the last day of tradin 
saw the pace quicken as speculative listings pulled 
Fraser's Malaysia Index back up to the point held 
when the period began. Share volumes (averaging 
a daily 11.5 million units) and value traded (a daily 
M$26.2 million, or some US$10.75 million) gener- 
ally remained thin — despite rumours of Brunei 
and Kuwaiti funds taking positions. 


MANILA: Commercial-industrials and mining is- 
sues were mainly lower as value turnover declined 
substantially from the previous period's hectic ac- 
tivity. Average daily turnover amounted to only 
P2.3 million (US$121,052), the lowest since mid- 
September. Poor earnings prospects of blue-chi 
issues shifted attention to speculative oils. The oil 
index rose 0.055 of a point to close at 0.865, while 
the mining and commercial-industrial indicators 
retreated by 8.70 and 0.76, respectively, closing at 
683.70 and 169.76. 


TAIPEI: The market took a 39.44-point dive, with 
the weighted price index closing at 754.04 on the 

eriod. The main cause for the decline during the 

oliday-shortened period was concern over pass- 
age in the US Senate of the so-called Jenkins Bill, 
which would limit textiles sales to the US by sev- 
eral countries. Taiwan stands to lose up to US$1 
billion in sales and thousands of jobs should the 
measure become law. Volume was down, with 
daily transactions of an average NT$1.22 billion 
(US$30.5 million). 


SEOUL: The index reached a new high for the 
year at 148.58, up 4.94 points. Trading volume 
reached a peak for the year on the final day of the . 
period (18 Nov.), a total of Won 40.285 billion 
(US$45.3 million) or 49.462 million shares. Aver- 
age trading volume was 37.821 million, up 17.563 
million from the previous period. Optimism was 
sparked by the announcement that Samsung Elec- 
tronics Co, will issue convertible bonds abroad 


valued at US$20 million — the first issue of its | | 


kind by a South Korean firm. Buying was concen- 
trated among other firms that might be permitted 
to make similar issues in the future. 
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The People’s 
Republic of China 
Year-Book 1984 


1 12 colour illustrations, 
100 b/w illustrations and 
all the information on 
‘hina you'll ever need! 
Now only US$75 

(hard cover) 
A 


The 970-page People's Republic of China Year-Book 1984 is 
without doubt the single most complete reference work ever 
produced about China. Its contents range from the land and its 
people to business, economics, finance, culture, education, 
po litics, science and-technology and countless other subjects. 
What is it? 

The result of thousands of man-hours, the People's Republic 
of China Year-Book 1984 was written and edited by The New 
» 2 i ina News Ltd. and Evergreen Publishing Co., a group of 
dedicated professionals who know China intimately. The 

d * sult i is a book of unmatched breadth and depth. 


Ww no needs it? 
j "x ompletely indexed, the People's Republic of China Year- 
ook 1984 places thousands of facts and bits of information 
at your immediate disposal. The book ts essential to 
businessmen, financiers, students, professors and virtually 
anyone with a need to know or a keen interest in China of 
today. Liberal use of charts, maps, tables and colour 
E makes the book enjoyable as well as informative 
eading. 


H dow to get it 

"C rder your copy(s) now by simply completing the coupon 
below and returning it together with the indicated payment of 
-US$75 (or the equivalent in local currency) to the indicated 


lere's a doub barrelled 0 0 
you cannot afford to pass . . . 





| [ Cirestation Manager, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. =] 
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The Annals of 
China's Enterprise 
Register 1984 


1200 pages of vital and 
detailed information on 
all major Chinese national 
corporations and foreign 
trading companies! 
Now only US$80 
(hard cover) 
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This Register contains information on 600 Chinese national 
corporations and foreign trading companies, and their branch | 
offices. Published bilingually in English and Chinese, it 
provides a company profile, copies of business licence and 
certificate, scope of trade and registered capital of the 
individual corporation. 

What is it? 

This Register draws its information from the data file provided 
by the State Administration of Industry and Commerce. Based 
on the information of enterprise registrations under the 
economic laws, this Register is an authoritative and 
comprehensive work of reference designed to disseminate 
information for all licit corporations. 


Who needs it? 

This Register. completely dependable and well documented. 
presenting reliable information and data for China's socialist, 
economic construction is a must for business executives, 
financiers, industrialists, or anyone currently doing or 
planning to do business with China. It further serves as a 
valuable reference source for those involved in the study of 
Chinese economy. 


How to get it 

Simply complete the coupon below today and send together 
with your payment in the amount of US$80 (or equivalent in 
your local currency) per copy. 


Order both books and save US$25. Clip and mail this coupon today! Send to: 


| A) O Please send ........ copy(s)of | B) O Please send ........ copy(s) of | Buy both and save US$25 | 
| The People's Republic of | The Annals of China's | 
"| i China Year-Book 1984 for Enterprise Register 1984 for | C) O Please send ........ set(s) of both | 










which I enclose US$75 per | 


which I enclose US$80 per 


eo $9 978 ¢' 2:2. e 2 9:9 & à'"o9.05.-9 BB Bree 5$». CEOS a9 O —.-.0.94,0. 1.8 a Be. 019.0 


The People's Republic of China | 


copy. For surface mail delivery | copy. For surface mail delivery | Year-Book 1984 and Annals of 
add US$10. for airmail add US$12, for airmail | China's Enterprise Register 1984 | 
delivery add US$22. | delivery add US$25. for which I enclose US$130 per 


set. For surface mail delivery add | 
| US$22, for airmail delivery add 
US$37. 
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hese days Vancouver likes to stress 

its proximity to the Orient and its 
Strategic position in the northwestern 
quadrant of the Pacific rim. But traces 
of the old mentality still remain: the air- 
port is still heavily geared towards 
domestic routes to the Atlantic pro- 
vinces, despite the proliferation of di- 
rect air services to East Asia from the 
western Canadian city over the past two 
years. And at Expo 86, which is sche- 
duled to open on 2 May next year, it still 
seems to be something of a mystery to 
the organisers why Japan should want to 
take the second largest pavilion after 
the Soviet Union. 

Vancouver's 100-year history is pro- 
ving too short to allow a smooth 180 de- 
gree shift in the city's perceptions of its 
own place in the world. While the pro- 
vincial government has talked of British 
Columbia (BC) being the beginning of 
the line to East Asia instead of the end 
of the line from Britain, memories of 
the not-so-old days are taking some 
time to fade. From May this year, for 
example, until the centennial of the 
event on 7 November, there have been 
daily re-enactments at Craigellachie, 
northeast of here, of the driving in of the 
last spike that linked up the Canadian 
Pacific Railway to the Atlantic sea- 
board. It was only the prospect of this 
railway being completed, our guide- 
books tell us, that prompted Bri- 
tish Columbia to join Canada in 1871. 

The economic figures tell a different 
story, even if the bulk of the population 
still looks south to the US or east to On- 
tario and Quebec for inspiration. In 
1983, Canada’s trade into the Pacific ex- 


- ceeded that into the Atlantic for the first 


time and BC has been the funnel 
through which much of that trade has 
been poured. As far as BC itself is con- 
cerned, about 30% of its exports are 
bought by Pacific basin countries and 
about 45% make the short hop across 
the border to the US. 

One sector of Vancouver's popula- 
tion has always looked west across the 
Pacific. The provincial government esti- 
mates that of the 1.5 million people liv- 
ing in the Vancouver/Victoria area, at 
least 100,000 — possibly as much as 
200,000 — are of Chinese origin, and 
40% of Canada's ethnic Japanese are 
settled here. It is ironic that the descen- 
dants of the labougers brought in to 
build the rail link with Europe a century 
ago should now represent Vancouver's 
best hope of plugging into the Pacific 
network. 

Vancouverites like Norm, our tour 
bus-driver, are keen on proclaiming 
that their Chinatown is the second 
largest in North America after San 
Francisco’s. Certainly the city au- 
thorities have done their bit to help. As 
Norm negotiates his cight-wheeled bus 
down Pender Street, pagoda-style tele- 


phone boxes flash past, interspersed 
with shop fronts filled with oozing strips 
of char siu. " And there are the On On 
Tea Gardens where Pierre Trudeau and 
Burt Lancaster have eaten," exclaims 
Norm reverently in his thick Turkish ac- 
cent. We peer out of the steamy win- 
dows but it is a bit difficult to see 
through Vancouver's infamous rain. 

It surely cannot be these ersatz trap- 
pings of home that are enticing a couple 
of thousand Chinese to immigrate every 
year from Hongkong and Southeast 
Asia, however? Vancouver's stockmar- 
ket is probably more of an attraction as 
it is arguably the nearest thing to the 
Kam Ngan in North America. Pre-list- 
ing criteria are undemanding and stocks 













tend to demon- 
Strate the vigorous 
price movements that 
enable fortunes to be 
made and lost with suffi- 
cient frequency. Originally 
created to raise money for 
BC's important mining indus- 
try, the exchange is now begin- 
ning to list more junior indus- 
trials, including electronics-based com- 
panies. 


T he property market is also attractive: 
Norm roars us up through the leafy 
tranquillity of Shaughnessy to point out 
the house next door to the Japanese 
Consul-General’s that changed hands 
for C$3 million (US$2.2 million) and 
cost another C$2 million to fix up. He 
describes with all the relish of a part- 
time realtor how house prices started 
spiralling upward three years ago when 
Asian money started rolling tn. 
Provincial-government officials back 
up what Norm has to tell us: about 
15% of all office space in down- 
town Vancouver is now controlled 
by East Asian investors and the in- 
coming flow of money is continuing. 


Malaysia's MUI 
group has just 
changed the name of 
its Miramar Hotel 
to the Ming Court, 
Japan's Pan Pacific ts 
opening next to the 
Canadian Expo pavi- 
lion atop the new 
cruise-ship terminal in January and the 
Mandarin Oriental Hotel Group's North 
American flagship celebrated. its. first 
birthday in May. 

The biggest draw of all, of course, is 
the Canadian passport. Since the crea- 
tion of the entrepreneurial immigration 
programme by the federal government 
in the late 1970s, immigration visas have 
been available to 
overseas business- 
men willing to invest 
as little as C$50,000 
in new ventures that 
will employ Canadian 
citizens. Since. the 
imposition of quotas 
on the overall level of 
immigration, which 
has reduced the flow 
from about 200,000 
a year to around 
85,000, the entrepre- 
neurial loophole has 
become increasingly 
important. 

During the current 
year, it Is estimated 
that entrepreneurs 
and their dependants 
could account for 
about 10% of total 
immigration into Canada. 

BC expects to receive 
about a quarter of their num- 
ber. bringing in investments 
worth a total of C$100 million 
and creating jobs for about 2,000 
people in the province, which has a 
12-13% unemployment rate. About 
half of the visa applications (in value 
terms) are now in the manufacturing 
sector and in the past 18 months officials 
of BC's Ministry of Industry and Small 
Business Development have been 
rather surprised to receive about a 
dozen requests to start up textiles fac- 
tories in Vancouver. 

Where does this leave old-style im- 
migrants like Norm? Well, if Norm 
swaps his Gray Line uniform for the red 
blazer of the realtor and finds himself 
crowded out by the Chinese, he can still 
try his hand at what brought people to 
BC in the first place gold-mining. 
Just down the road from Marks and 
Spencers in Dunsmuir Street he can find 
a do-it-yourself gold-panning shop, 
complete with gold bar moulds if he 
strikes lucky snd lymph constrictors and 
suction-caps if the snakes do instead. 

— Nick Seaward 
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HOTEL IN PERFECT HARMONY. 








Relax in the impressive lobby of the Shangri-La, Kuala Lumpur 
and you'll be soothed by the sounds of our resident string quartet. 
But the harmony doesn’t end there. Throughout your stay with 
us you'll experience a service finely tuned to your every need, 
with superbly appointed rooms, four specialty restaurants, and 
even a fully-equipped health club. 

In Kuala Lumpur, where else but the Shangri-La could bring such 
music to your ears. 


IN KUALA LUMPUR WHERE ELSE BUT THE SHANGRI-LA 
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S Shangri-La hotel 


KUALA LUMPUI 





A SHANGRI-LA INTERNATIONAL HOIH 





Shangri-La Hotel, 11 Jalan Sultan Ismail, Kuala Lumpur 50744, Malaysia. Tel: (03) 232 2388 Telex: MA 3002 


Or Shangri-La International: ¢ Hong Kong (5)242 367 * Singapore 338 3300 ¢ Australia Std free (008) 22? 448 * London (01)581 4 
© Tokyo (03)667 7744 * USA & Canada (800)457 5050 


Shangri-La Singapore. Shangri-La Kuala Lumpur. Shangri-La Bangkok (1986). Shangn la Beijing (195 


International 
rade financing makes us 


trade financing-and it gives us an edge. 

For example, when you need a fast answer on a loan- 
be it a short, medium or long-term requirement-in one of 
the world's dozen or so major currencies, vou can bank on 
our getting back to you with a fast proposal. The same is 
true in other complex areas such as countertrade operations. 

And it's even more true for interest rate swaps, 
currency swaps or foreign exchange options. For the 
excellent reason that our treasury teams are active in the 

interbank and foreign exchange markets-in 
New York, London, Paris and Singapore- 
right round the clock. 
Several thousand companies, 
including commodity traders, are 
successfully operating with France and 
F worldwide with credit-and know- how- 
supplied by BFCE. 
An Because their international 
E competitors can be relied upon to keep 
them on the hop, these clients have 
to be ready to move fast. 
So do we. 
















That's wily can 
beat the clock. 


BANQUE FRANCAISE DU COMMERCE EXTÉRIEUR: LONDON 1, ANGEL Court EC2R 7HU - New York (HousTON-SAN FRANCISCO) 645 Firth Avenue N.Y. 10022 - MILAN 5, via Moric! 
20123 - SINGAPORE 35 01 SHELL Tower 50 Rarri £s Pace 0104 - HEADOFFICE: 21, BOULEVARD HAUSSMANN. 75427 Panis CEDEXO9 - BRANCHES: 26LOCATIONSIN FRANCE - REPRESENTATIVE 


OFFICES: ABIDJAN, BANGKOK, CAIRO, CARACAS, HONG-KONG, JAKARTA, MELBOURNE, MEXICO City, New York, ROME, SAO PAULO - OVERSEAS AGENTS: BOGOTÀ, BOMBAY, JOHANNESBURG, 
PEKING, TAIPEI. 
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Why is Kia 





future bright? 


, Kia has been in operation since 1944. 
We're Ready j 


We manufacture a wide range of automotive 
products including buses, vans, trucks, special vehicles and 
automobile parts. Our products are reasonably priced, highly 
versatile and meet international standards for quality, safety and 
emission control. Kia has something to sell. 


We're Willin g The key that opens the door to world 


markets is international cooperation. 
Our successful record of joint ventures, technical service and trade 
agreements indicates our desire for long-standing, mutually 
beneficial business relationships. Kia seeks partners abroad. 


And We're Able Looking to the future, construction 


is under way on a modern 
new plant facility. It is to be equipped with the latest in automotive 
technology and will increase our product line and capacity to 
handle the demands of expanding markets. Kia maintains a state- 
of-the-art assembly line to produce its top-of-the-line vehicles. 
For more reasons contact Kia Motors. 


Hong Kong Office 





5-8613048 


| 


Kia MOTORS 


Head Office. «C.P.O. Box: 888 SEOUL, KOREA eTel.: 783-1501 «Telex:K27327 KIACO «Cable: “KIASANUP” SEOUL 
»Tel.:5-251159, 251150 «Telex: 75025 KIAHO HX *Fax 
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MAS 747 GOLDEN CLUB CLAS 
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MAS 747 Business Class has been 
upgraded to MAS Golden Club Class. Now 
finest service in Asia can also be enjoyed in 
Europe and Australia. 

The service is as exclusive as its 
name implies. A choice of three gourmet me 
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Price-setting, up in the air 


Regarding your recent article More jet 
for less [17 Oct.] there is, unfortu- 
nately, a great deal of confusion over 
how the US sets prices for modern mili- 
tary aircraft that are sold to foreign cus- 
tomers. In many cases, there is a ten- 
dency to compare uncommon elements 
of the pricing, getting comparisons that 
are tar from the truth 

For example, let us consider the 

General Dynamics F16A multi-mission 
aircraft that the US Air Force (USAF) 
has acquired and air forces of Singapore 
and Thailand are acquiring for their de- 
fence, and in which other Asean coun- 
tries are interested. Such an aircraft sale 
can be handled in several ways: 
» The simplest is where the US Gov- 
ernment purchases the aircraft from the 
contractor for its own use. In this case, 
the price is made up of actual produc- 
tion costs and a reasonable profit. 

The US Government can act as the 
agent for a foreign customer and can 
purchase the aircraft from the contrac- 
tor and sell it to the customer under 
Foreign Military Sales (FMS) regula- 
tons. Aircraft cost, under this case, is 
the same as the first except that the US 
Government adds FMS programme 











management and other fees. F16A air- 
craft for Singapore and Thailand are 
being acquired through this method. 

[he US Government, not General 
Dynamics, determines the aircraft 
model that is to be offered to foreign 
customers 

In June, General Dynamics intro- 
duced a lower-cost variant of the F16C, 
designated the specially configured 
FI6SC, through an unsolicited proposal 
to the USAF. To date, the USAF has 
expressed interest in the aircraft but 
there are currently no plans to build this 
model. Also, the US Government has 
not approved export licences to any 
other nation for the F16SC. The F16SC 
has some, but not all, of the features of 
the F16C and by accepting a somewhat 
lesser capability the USAF could pro- 
cure more aircratt. 

If the FI6SC is built for the USAF, it 
is possible that the aircraft could be 
available to foreign customers by the 
US Government under FMS; however, 
if it is not built for the USAF, it is doubt- 
ful that the FI6SC will be built for FMS 
only. 

Actual costs of aircraft delivered 
under FMS regulations are difficult to 
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arrive at and difficult to understand. 
Confusion arises from misunderstand- 
Ing the differences between the differ- 
ent levels of pricing. 

Flyaway cost is the cost of the basic 
aircraft. itself, nothing more. At this 
level of pricing, the cost to a foreign cus- 
tomer is the same as to the USAF with 
the exception of added FMS and other 
[ees. 

Programme cost is the flyaway cost 
plus the cost of all items necessary to 
place the aircraft into operation, such as 
support equipment, initial spares, train- 
ing. in-country ferry and technical docu- 
ments. If only a small number of aircraft 
are purchased, the cost per aircraft for 
an FMS customer can be significantly 
higher because a certain level of mainte- 
nance is required no matter how many 
aircraft are bought. Programme costs 
will also vary depending on the coun- 
try s operational concept and the 
amount of self-sufficiency required. 

Quite often when aircraft costs are 
quoted in the media, prices will be 
Stated in current currency values of 
"current-vear" dollars. When the US 
Government provides aircraft-pricing 
data to a foreign country, it includes es- 
calation factors for inflation so that the 
country can better plan its future financ- 
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The art of personal banking. 


How Irving Trust meets the special 
needs of individuals who command 
significant wealth. 


Our purpose is to help our clients preserve, use and enhance 
their wealth. Discreetly and effectively. 


To achieve this goal, we bring the resources of a major interna 
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Our method is to practice the art of personal financial manage 
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ing. This pricing is in "then-year" dol- 
lars. Unfortunately, these “current- 
year" versus "then-year" dollars are 
often compared erroneously. 

Because of the differences in mission 
requirements for each air force, USAF 
and foreign, there are going to be some 
cost variations, and exact comparisons 
cannot and should not be made on a 
country-to-country basis. And, as in the 
decision of which model F16 is offered 
to a foreign customer, it is the US Gov- 
ernment, not General Dynamics, which 
determines the pricing of the aircraft. 

There are several other factors that 
go into determining how an aircraft price 
is calculated. One of the most signifi- 
cant is the overall production rate dur- 
ing the programme. If the overall rate is 
high, the cost of any particular aircraft is 
lower than if the same aircraft model is 
produced when the production rate is 
low. All customers benefit from addi- 
tional purchases because the overall 
production rate is increased, bringing 
costs down. 

Support is another variable item in 
determining aircraft costs. The US Gov- 
ernment normally provides its own 
maintenance support for its large fleet 
aircraft. In isolated cases, where only à 
few aircraft of a particular model exist, 
the support can be provided by the con- 
tractor or another agency. This "tai- 
lored support" can be cheaper than if 
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the US Government provides the sup- 
port from its own resources. 

Tailored support for a foreign cus- 
tomer can save initial investment in 
high-priced support equipment and can 
bring programme costs down. How- 
ever, the customer gives up a portion of 
his maintenance self-sufficiency, de- 
pending on the outside support pro- 
vided. The customer can choose tal- 
lored support or USAF support through 
the USAF worldwide logistics system. 

With this background, there is one 
fact that stands out: when the same 
basic ground rules are used, the FI6A is 
the least-expensive member of the F16 
family. Any analysis of actual costs by 
persons other than those who receive 
official US Government price figures is 
inappropriate and can lead to misinfor- 
mation through faulty comparisons. 

Alex D. Krieger 


General Dynamics 
International Corp. 


Singapore 
e Rodney Tasker replies: Krieger's let- 
ter is long on conjecture and very short 
on factual and statistical information to 
challenge the figures in my story. For in- 
stance, my figures for the specially confi- 
gured F16C were in fact the "then-vear" 
costs, and even with the FMS program- 
me management and other fees which 
Krieger mentions — which are normally 
expected to add no more than 5% to the 





The mood is warm. 

The atmosphere refreshing. 
Each room opens onto a 
private balcony with 
ocean or parkland views. 
A choice of international 
restaurants and lounges. 
Nearby beaches await 
with the allure of Okinawa. 
Come to the distinctive 
charm of Japan's Ryukyu 
Islands. Come to Sheraton. 


cost — can he explain why the full pro- 
gramme unit price using the "tailored 
support concept" of a specially confi- 
gured Fl6C of US$14.2 million, as 
quoted by General Dynamics to the 
USAF, could even approach the US$26 
million being paid by the Thai Govern- 
ment? Even the fully operational FI6C/ 
D, now in service with the USAF, has a 
full "programme unit price" of only 
US$20.4 million, according to Krieger's 
company. 


Distasteful humour 


| find your sense of humour distasteful 
when you choose to depict the response 
of the joint session of the US Congress 
to the speech by the Singapore Prime 
Minister Lee Kuan Yew in a cartoon [24 
Oct. |. 

Lee was one of the 21 foreign leaders 
ever invited to address a joint session of 
the congress since. 1957. For a small 
country like Singapore, the invitation 
was indeed a great honour. We Sin- 
gaporeans are proud of the respect that 
the US Congress had accorded our 
prime minister and there is no doubt in 
our mind about the response of the con- 
gress to his speech. 

In any case, the speech was telecast 
“live” and we all saw the standing ova- 
tion before and after the speech. 
Singapore Patrick Quah 
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It looks like a creature from another planet. 

In fact, its something far more dangerous: 

common house fly. 

With its allies, the mosquito, the cockroach 
i the rat, it causes widespread suffering in 
es throughout the world. 

Cholera, dysentry, epidemic diarrhoea, 
Maria, yellow fever, typhoid. The list of diseases 
iy carry makes frightening reading. 

Frightening when you consider the millions 
tosts to treat and cure them. More frightening 
" when you count the cost in human misery. 
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‘Imperator’ is a space spray that's ideal for 
use in streets and built-up areas, killing all flying 
insects. For long term control of flying and crawling 
insects, we developed the highly effective surface 
spray ‘Cymperator. 

One of the trickiest problems we've had to 
overcome is that of controlling mosquitoes. 

Most sprays can only be used in one or 
other of the mosquito's habitats. With ‘Actellic’ 
mosquitoes can be treated both in water where the 
larvae hatch, and in and around the house. 

While for the control of rats in towns, fields 
and orchards, the anticoagulant 'Klerat kills 
after just one feed. 

ICI sprays have been used safely over 


thousands of hectares, as well as whole towns 
They're easy to use and highly cost-effective. And 
along with our products, we can provide expert 
advice and help on any insect or rodent problem. 

If you're responsible for public health in 
your town, area or business and you want to know 
more, write to: Public Health Department, ICI Plant 
Protection Division, Fernhurst, Haslemere, Surrey, 
England. 

Together we can maketowns and cities safer 
places to live in. 


Plant Protection — 


ACTELLIC: IMPERATOR. CYMPERATOR. AND KLERA 
MARKS DF IMPERIAL CHEMICAL INDUSTRIE* 
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ess than a year after British Prime Minister Margaret 
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Ws E L Thatcher and Chinese Premier Zhao Ziyang smilingly 





signed the joint declaration on the future of Hongkong, 
China has expressed its suspicion that the British side is 
not honouring the terms. The warning came from Peking’s 
chief representative in the territory, Xu Jiatun, who criti- 
cised a ‘tendency to deviate’ from the agreement. His re- 
ference has been taken as a signal that Peking does not like 
the pace and direction of electoral reforms being carried 
out before the transfer of sovereignty in 1997. Deputy editor 
Philip Bowring.and Hongkong correspondent Emily Lau 


examine the question of just which side is really deviating from the declaration, 
while Peking correspondent Mary Lee and China economy writer Robert Delfs 
analyse Xu's remarks against the internal Chinese political background. 


Pages 12-14. 


Cover illustration by Zunzi. 





Page 25 

Former Papua New Guinea deputy 
prime minister Paias Wingti takes the 
country's top post from Michael So- 
mare after toppling the prime minister 
in a no-confidence vote. 


26 
Tan Koon Swan ends a two-year fight 
for control of the Malaysian Chinese 
Association with a sweeping election 
victory over Neo Yee Pan. 


28 
A bloody clash between police and 
villagers in the Malaysian village of 
Memali leaves 18 dead and different 
versions of how it happened. 





BEANAMA 


Page 29 

Malaysian Prime Minister Mahathir's 
visit to China is marked by optimism, 
but qualified by suspicion over Pe- 
king’s potential role in Malaysia's 
multi-racial society. 


Page 30 

Reagan and Gorbachov discuss Af- 
ghanistan during their talks fi Geneva 
and there are indications Moscow 
might consider a timetable for with- 
drawing its troops in return for con- 
cessions from the US. 


Page 42 

Micronesia is about to become a de- 
pendency of the US — and perhaps a 
fall-back position from the Philippines 
for the US military. 


4 5 


Page 46 

Despite official disclaimers, North 
and South Korean representatives 
have met in secret and may be trying 
to agree on a summit conference be- 
tween Chun Doo Hwan and Kim ll 
Sung. 


Page 64 

Concern is growing among factions 
within the Chinese Communist Party 
at the runaway growth of the coun- 
try's rural industries. 


66 
Philippine business is coming to 
terms with austerity measures im- 
posed on the debt-strapped econ- 
omy, and is seeking new investment 
opportunities in rural industries. 


Page 81 

The Kwek family of Singapore and 
Malaysia, which has built up a US$1 
billion business empire in Southeast 
Asia since the founding brothers 
emigrated from China 40 years ago, 
seems ready to take on new direc- 
tions. 


98 
Shareholders in the public arm of 
Hongkong's Tung shipping group will 
be asked to forgo their strongest 
asset to keep the whole group afloat. 


Page 100 

At government prompting, a consor- 
tium of banks will help rescue Singa- 
pore’s ailing Pan-Electric group to 
avoid the widespread repercussions 
that would be caused by its collapse. 


Page 101 


After several years of wrangling, 
China is on the verge of joining the 
Asian Development Bank, while al- 
lowing Taiwan to keep its seat. 
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Ex CIA man charged 
as Peking spy 

For the first time since the nor- 
malisation of Sino-American 
relations, a naturalised Ameri- 


can citizen of Chinese descent 


has been arrested on charges of 


"| Spying for Peking. Larry Wu- 


tai Chin, who retired in 1981 


- after 30 years of service as an 


analyst with the CIA, had been 


- undér FBI investigation since 


1983. China allegedly paid him 
a total of US$140,000 over a 
period of 30 years for his ser- 
vices. 
Although the State Depart- 
- ment protested to the C hinese 
Embassy against such “un- 
iendly^ actions, the affair is 
“not expected to have any seri- 
ous effect on relations between 
the two countries. The arrest 
came a few days after Chinese 
navy chief Liu Huaqing ended 
an official visit to Washington, 


- thus avoiding acute embarrass- 
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ment. — Nayan Chanda 


M voyeicieer paci 


. gets nod from senate 


Ina surprise vote, taken when 
a number of its opponents were 
absent, the US Senate ap- 
| proved on 21 November a re- 
‘solution adopted by the 
foreign-affairs committees of 
both houses of congress ap- 
proving the Sino-American nu- 
clear-cooperation agreement 
but attaching certain restric- 
tions on the US Government 

- (Review, 28 Nov.). 
Republican Sen. John 
Glenn. a leading critic of the 
accord. said he did not try to 
pr revent the resolution because 
e was “a political realist” and 
any attempt to introduce sub- 
Stantive changes to it would 
have involved long and bitter 
wrangling — while the agree- 
ment went into effect regard- 
less. “I certainly prefer to have 
the compromise resolution, 
flawed as it is, than to have no- 
thing,” he said. The house is 
now expected to pass the same 
resolution before signature by 
the president. — Nayan Chanda 


Soviets asked by US to 
help Korean d ue 
The US has asked the Soviet 
Union to help promote North- 
South dialogue on the Korean 
Eu. according to Paul 
olfowitz, the US assistant 
secretary of state for Asia and 
the Pacific. Wolfowitz, visiting 
Seoul on 25 November to brief 


officials on results of "the 
Geneva summit talks, said also 
that the US was in favour of 
having South and North Korea 
admitted to the UN simul- 
taneously to help reduce ten- 
sion. 

These points were covered 
at the meeting between US 
Secretary of State George 
Shultz and Soviet Foreign 
Minister Eduard Shevard- 
nadze, but not at the sum- 
mit itself, the US official 
said. South Korean officials did 
not comment on how the 
Soviet side responded to these 
ideas, but diplomatic sources in 
Seoul said Shevardnadze mere- 
ly reiterated Moscow's tradi- 
tional support for Pyongyang 
by demanding the withdrawal 
of American troops from the 
South. — Shim Jae Hoon 


Strikes threatened for 

eve of Dhaka summit 

As the military regime of 
President H. M. Ershad pre- 
pares to hold the first seven- 
nation South Asian Associa- 
tion for Regional Cooperation 
(SAARC) summit in Dhaka 
from 7-8 December, the oppo- 
sition has stepped up its agita- 
tion for the ban on political ac- 





l f 
Ershad: communication gap. 


tivities in the country to be 
lifted. 
Various trades-union Or- 
ganisations have threatened to 
o on strike for 24-48 hours 
rom 1-4 December. Ershad 
has repeatedly said that full po- 
litical activities would not be al- 
lowed to resume before the 
SAARC summit, but he is 
known to be worried by what 
he calls the “communication 
gap” between union leaders 
and the government and is ex- 
pected to attempt to mediate. 
— S. Kamaluddin 
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Japanese banks raise 
long-term prime rate 
Japan's long-term prime rate 
(the minimum charged on 


loans of more than one year) 
has been raised to 7.5% from 
7% with effect from 2 De- 
cember. The increase, which 
followed a series of reductions 
over the past six months, was 
an indirect result of the steps 
taken by the Bank of Japan 
(BoJ, the central bank) to force 
up the value of the yen. BoJ ac- 
tion to raise call-market lend- 
ing rates in October caused a 
sharp decline in bond prices. 
This in turn led to higher 
coupon rates for government 
bonds and bank Avbeatuses, 
The short-term prime (which 
banks charge for loans of less 
than a year) was unchanged. 
City banks originally planned 
to raise this rate, but were "ad- 
vised" not to do so by the 
Ministry of Finance. 
— Charles Smith 


Mongolia reaps bumper 
wheat crop for 1985 
Mongolia has reaped a aie na 
grain harvest this year. The 
crop mostly wheat 
amounts to some 884,400 ton- 
nes, a record (against the na- 
tional grain plan for 1985 of 
714,400 tonnes). Despite un- 
favourable weather in the final 
stages, harvesting was com- 
pleted a week earlier than last 
year with the usual Soviet as- 
sistance. Many farms and dis- 
tricts not only fulfilled their 
grain-production plans for this 
year, but also made up for ear- 
lier shortfalls. With vields aver- 
aging 1.500 kg/ha, Mongolia 
has become self-sufficient in 
wheat and is exporting to Si- 
beria. — Alan Sanders 


Petronas lowers stake 

in Sarawak LNG firm 
Malaysia’s national oil com- 
any, Petronas, sold part of 
its hitherto 65% holding in 
Malaysia LNG to the Sara- 
wak state government for 
an undisclosed sum on 22 
November. Royal Dutch Shell 
and Japan's Mitsubishi Corp: 
will continue to hold 17.5% 
each, but Sarawak now takes 
5% of the company, reducing 
Petronas’ stake to 60%. The 
deal comes at a time of both 
falling timber-based state re- 
venues and falling prices for 
virtually all other Malaysian 
export commodities. Natural- 





gas sales have remained 
steady, though, because of 20- 
year supply contracts with 
Tokyo Electric Power Co. and 
Tokyo Gas Co. 

On the same day, the other 
East Malaysian state, Sabah, 
renewed its plea for the federal 
government to take equity in 
the states M$2.4 billion 
(US$989 million) natural-gas 
utilisation projects (hot bri- 
quetted iron and methanol). 

— James Clad 


Seoul planners worry 
about shortage of jobs 
Unemployment has become an 
issue of rising concern as South 
Korea's economy continues to 
grow more slowly than expect- 
ed. Official estimates say the 
economy must grow at 6-7% to 
generate jobs to match the in- 
crease in the labour force, and 
this year growth will be 5% at 
the most. According to the 
Ministry of Labour, 82,400 
people have already lost their 
jobs as a result of the economic 
slowdown. [n its recommenda- 
tions for 1986, the official 
think-tank Korea Develop- 
ment Institute has said that em- 
ployment should become a top 

riority in government policies 
in the future, and the Econo- 
mic Planning Board has an- 
nounced plans to speed up 
major infrastructure projects 
in the first part of 1986. 

— Paul Ensor 


BHP buys Monsanto 
for energy reserves 
Australian mining giant Bro- 
ken Hill Proprietary Co. 
(BHP) has bought the North 
American petroleum interests 
of. the onsanto chemical 
group for US$745 million, giv- 
ing it additional estimated re- 
serves of 74 million barrels of 
oil and 720 billion ft? of natural 
as. Texas-based Monsanto 
il Co. will be merged with the 
former Energy Reserves 
Group, bought for US$500 mil- 
lion in January and since re- 
named BHP Petroleum ( Ame- 
ricas) Inc. The move triples 
BHP's North American re- 


serves. 


Diversification against an 
expected rundown in the 1990s 
of its mainstay oilfields in Aus- 
tralia's Bass Strait is one reason 
for the purchase. Another is to 
use the low-geared company's 
borrowing power to raise the 
takeover ante for pursuing 
raider Robert Holmes à Court, 
whose latest share-buying has 
taken his BHP stake to 16 5% : 

— Hamish McDonald 
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The US Government is taking an 
interest in the investigation of the 
murder of a leading Filipino kidney 
specialist, Potenciano Baccay, who 
was stabbed to death several days 
after he told an American newspaper 
that President Ferdinand Marcos had 
had two kidney transplants — in 
August 1983 and November 1984. 
Washington sources said that the 
news report, based on interviews with 
Baccay and another kidney specialist, 
Enrique Ona, tallied with known 






Marcos. 
information. There is speculation 

that Marcos’ critical condition at the 
time of the first transplant was a key 


factor in the assassination of — — 
opposition leader Benigno Aquino. 





OUT OF THE COLD 

India is thinking about pulling its 
forces out of the Siachin glacier area, 
where Indian and Pakistani troops 


have been confronting each other for - 


three years and intermittent clashes 
between the two forces have taken 

lace over the past 12 months. 

akistan, which in the past had 
refused to discuss the matter, 
recently relented. Pakistan President 
Zia-ul Haq. who recently met Indian 
Prime Minister Rajiv Gandhi in 
Muscat, will be meeting Gandhi 
again during the SAARC summit in 
Dhaka on 7 December and will later 
pay a brief visit to New Delhi. 


THE WEEK 


AFGHANISTAN 

Ten Soviet soldiers were burned to death 
when a blazing Afghan tanker exploded after 
a rebel ambush on a fuel convoy, the Pakis- 
tan-based Jamiat-e-Islami guerilla party said 
(21 Nov.). 


Malaysian Prime Minister Datuk Seri 
Mahathir Mohamad arrived on an official 
visit. Hundreds of students, watched closely 
by police, gathered in Tiananmen Square in 
a silent protest — directed against 
Japan (20 Nov.). Top official Hu Qili met 
West German Chancellor Helmut Kohl in 
Bonn. US Assistant Secretary of State Paul 
Wolfowitz arrived to brief Chinese leaders 
on the Geneva summit (24 Nov. ). 


HONGKONG 

Peking's top official in Hongkong. Xu 
Jiatun, warned that incompatibility between 
the Basic Law and the representative gov- 
ernment system taking shape in the run-up to 
1997 may present a "very significant prob- 
lem" (27 Nov.). The territory's most senior 
officials met in urgent session to deal with the 
storm triggered by Xu's warning (22 Nov. ). 
The line-up of the Basic Law Consultative 
Committee was named (25 Nov.). The sec- 
ond Sino-British Joint Liaison Group meet- 
ing started (26 Nov. ). 


Balbir Singh, accused in the assassination 
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NO RED CARPETBAGGER 


Soviet diplomats tried hard to get a 
top-level invitation for Deputy 
Premier Yakob Ryabov to visit 
Thailand during his recent swing 
through Southeast Asia, but the 
Thais — sensitive to the frequency of 
high-level Soviet visitors recently 
— wriggled out of the visit. 

Bangkok agreed to receive 

Ryabov but suggested the invitation 
be extended by Minister of 
Agriculture and Cooperatives 
Narong Wongwan. Ever mindful of 
protocol, the Soviet Embassy 
declined to accept the invitation at 
this “lower level." 


of Indira Gandhi, told à court there was no 
conspiracy to kill her (22 Nov. ). Security was 
tightened in Punjab and New Delhi to pre- 
vent a fresh outbreak of extremist violence 
following a bomb blast which killed two 
on a train. Twenty-two people were in- 
jured in Patna in Bihar state in clashes be- 
tween police and Muslim youths over a Sup- 
reme Court ruling requiring a Muslim to pay 
alimony to his divorced wife, it was reported 
(24 Nov.). 


A dissident leader on trial for subversion, 
retired general Hartono Dharsono, accused 
the military of concealing the real number of 
n killed in a riot in Jakarta last year (27 


QV. ); 


MALAYSIA 
Tan Koon Swan set out to heal a rift in 
the Malaysian Chinese Association after 
Now the board in leadership polls (24 
ov. 


"f 


NEW 

New Zealand's first Maori governor-gen- 
eral was sworn in (20 Now. ). The two French 
secret agents charged with manslaughter 
over the sinking of the Greenpeace protest 
ship Rainbow Warrior were sentenced to 10 
years' imprisonment (22 Nov. ). Prime Minis- 
ter David Lange said New Zealand would 
not deport the two agents even if Paris moves 
to cut trade access to the EEC (25 Nov. ). 


t - 
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KICK IN THE TASS 


















The Bangkok correspondent of the — 
Soviet Union's official Tass J— 
newsagency, Serguei Solaviev, has — 
been refused a work permit and is 
expected to leave Thailand soon. 

Thai security agencies feel that his 
activities — thought to have been _ 

linked to the trade-union movement - 
— have not been in keeping with his — 
official job, giving rise to suspicions — 

that he is a member of the KGB. — 
Officials stressed that he is not being - 
formally expelled and that no dead- ~ 
line has been set for his departure. = 


BILL'S BLUES : 
Australian Foreign Affairs Minister | 
Bill Hayden has decided to stay in the. 
job. withdrawing a request to Prime 
Minister Bob Hawke for a switch toa — 
domestic portfolio. Hayden's 
waverings are put down to another of 
the bouts of self-doubt and E 
restlessness which have occasionally 
marked his career. A visit to 
Canberra by Indonesian Foreign 
Minister Mochtar Kusumaatmadja in 
December is likely to see Hayden 
emerge from a comparatively 
subdued few months since his E 
much-criticised visit to Indochina 
early this year. 
















PAPUA NEW GUINEA 

Michael Somare was ousted as prime | 
minister in a no-confidence vote and re- 
placed by Paias Wingti (27 Nov.). 


PHILIPPINES 

The Supreme Court affirmed the election 
to parliament of opposition politician Aquili- — 
no Pimentel. who was accused of vote-rigging 
and disqualified by the government election 
commission, the Philippine News Agency 
said (20 Nov.). A new coalition of opposition — 
parties declared that it would challenge Pre= 
sident Ferdinand Marcos in the — presi 
dential election early next Year and said it” 
wanted Corazon Aquino as its standard 
bearer (27 Nov.). 


SOUTH KOREA | 
Police placed 32 dissidents under virtual 
house arrest to keep them from an anti-gov- 
ernment student rally in Seoul, dissident - 
sources said (27 Nov.). Opposition lawmak- f 
ers staged a half-day sit-in in the national as- | i 
sembly until the two major political parties f 





reached a compromise on conducting legisla- 1 

tive business (26 Nov.). — nR 

g 

SRI LANKA f 

Police arrested more than 30 leina 1 
crackdown on a militant Sinhalese grot pr: 


with links to Tamil rebels (24 Nov. ). A group 

of Afghans ran amok after they were refused — 

ger asylum at Colombo Ai ; n 
nkan immigration officials said (25 Nov.). |. 
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HIREGIONAL AFFAIRS — | COVER STORY 


Peking attacks British ‘deviation’ from Hongkong agreement 


E ons down the law 


By Emily Lau and Philip Bowring in Hongkong 


— Less than a year after 
the signing of the 
Sino-British joint dec- 
y /3 laration on the future 
A3 of Hongkong in which 
London promises to 
+) return the territory to 
=] Peking in 1997, China 
has lost patience with pressure in Hong- 
kong for democratic reforms which 
would enable the territory's affairs to be 
run by elected local people before and, 
it is hoped, after the transfer of sover- 
eignty. 

In a public statement which was seen 
by one local legislator to be “as direct an 
interference as there can be," China's 
chief spokesman in Hongkong, Xinhua 
newagency director Xu Jiatun, hinted in 
no uncertain terms that the Chinese 
leadership would like the Hongkong 
Government to halt all political reforms 
until 1990 when the so-called Basic Law 
comes into being. 

The Basic Law, being drafted by Pe- 
king with the participation of 23 Hong- 
kong people, will serve as a mini-con- 
stitution for the future Hongkong Spe- 
cial Administrative Region (SAR). The 
Basic Law, which is supposed to contain 
the letter and the spirit of the joint dec- 
laration, will stipulate the establishnient 
of the SAR under "one country, two 
systems," meaning that Hongkong’s 
capitalist system will remain unchanged 
for 50 vears after 1997. It will define the 
relationship between the SAR and Pe- 
king but will not necessarily be a de- 
tailed blueprint of how Hongkong's in- 
ternal affairs are to be conducted. 





we. 





Xu's statement was also seen as cast- 
ing doubt on Britain retaining full re- 
sponsibility for Hongkong up to 1997, 
since it appears to leave London the al- 
ternatives of simply being seen as a con- 
duit for Peking dictats, or opting out of a 
no-win situation. 

In an unprecedented meet-the-local- 
news-media session on 21 November, 
Xu implicitly accused Britain of *having 
a tendency to deviate from the joint dec- 
laration." He warned that such devia- 
tion would have a negative and destruc- 
tive effect. But his failure to specify the 
nature of the alleged deviation led to al- 
legations that he was indulging in what 
one lawyer called “a clear case of intimi- 
dation.” 

Xu also said the political system of 
the SAR was China’s business and 
would be clearly stated in the Basic 
Law. He said if the present political re- 
forms being carried out by the British 
were incompatible with the Basic Law, 
it would be a misfortune for Hongkong, 
China and Britain. 

Many in Hongkong felt that rather 
than Britain deviating from the agree- 
ment, Xu's own remarks constituted a 
breach of the accord, which says the Bri- 
tish Government “will be responsible 
for the administration of Hongkong 


| with the object of maintaining and pre- 


serving its economic prosperity and so- 
cial stability" and China will give its co- 
ope ration. 

Xu was also accused of attempting to 
rewrite the joint declaration, which 
states clearly that the "legislature of the 
Hongkong Special Administrative. Re- 


Te "S, 


Chief delegates to the JLG take their seats: political reforms are a sensitive issue. 


gion shall be constituted by elections. 
The executive authorities shall abide by 
the law and shall be accountable to the 
legislature." But Xu said it was prema- 
ture to decide what kind of political sys- 
tem the SAR should have and whether 
it should include direct or indirect elec- 
tions, or "consultation." There is no re- 
ference in the declaration to consulta- 
tion as a method of selecting. representa- 
tives, and Xu's suggestion is seen as a 
serious breach of its letter and spirit. 
Only journalists from official 
Chinese news organs and those news or- 
ganisations which Xinhua regards as 
“local” were invited to Xu's briefing. 
They were told to send a news editor 
and a reporter, in some cases by name. 
The journalists had to submit their 
questions in advance and even follow- 
up questions had to be submitted in 
writing. There were no questions on 
how Hongkong was expected to change 
from the present mixed appointment- 
indirect election system to the political 
system outlined in the joint declaration. 
Neither was Xu asked to substantiate 
his allegation or to explain his blatant 
interference in the local administration. 


u's remarks caused reactions ranging 

from surprise through consternation 
to anger among Hongkong people and 
British officials. “A bombshell” was the 
general opinion. However, there was a 
distinct unwillingness to confront the re- 
marks head on, as though accommoda- 
tion with Peking’s top official was neces- 
sary for a quiet life. British silence was 
seen by some as particularly disturbing. 





AP 
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Failure on tie p Kart t of either Londen or T 


the Hongkong governor to respond to a 
serious accusation relating to Britain's 
adherence to an international treaty 
suggested to some that London would 
not stand up to Peking pressure. It also 
raised the possibility that Peking would 
later invoke this "deviation" from the 
joint declaration as an excuse for not 
following its own side of the accord. 

Xu's blunt remarks came five days 
before the second meeting of the Sino- 
British Joint Liaison Group (JLG) — a 
diplomatic body set up to consult on the 
implementation of the joint declaration 
— which was being held in Peking on 26- 
29 November. In the past few months, 
the Chinese have repeatedly voiced 
their reservations about and objections 
to political reforms, but few expected 
them to deliver such a public and blunt 
rebuke. Some saw it as an attempt to 
pressurise the British to discuss formally 
the sensitive issue of political reforms in 
Hongkong at the JLG meeting. 

Ever since the signing of the joint 
declaration in December 1984, the 
Chinese have wanted to discuss Hon 
kong political reforms with British offi. 
cials. Recently they had asked to in- 
clude it on the JLG agenda, which in- 
cludes the proposed British National 
(Overseas) passports, Hongkong's fu- 
ture participation in the General Agree- 
ment on Tariffs and Trade, and the set- 
ting up of Hongkong's own shipping re- 
gistry. 

It is understood the British have ag- 
reed to exchange information on politi- 
cal reforms which have been carried out 
so far, but insisted that any further dis- 
cussion should be done informally. It is 
likely that the Chinese will ask the Bri- 
tish to slow down the reforms until the 
Basic Law is drafted. One Hongkong 
Government source conceded that 
China and Britain would have to discuss 
political reforms in order to ensure à 
smooth transition. 

Xu is not the only Chinese official to 
offer the Hongkong Government ad- 


Peking honours list 








Xu: blunt remarks. -— 


vice recently on how to manage its af- 
fairs. Jiang Wengui, chief executive of 
the Bank of China. Hongkong branch, 
has published what amounts to a finan- 
cial-policy prescription for the territory. 
Although most of his suggestions are 
unexceptional in terms of policy (let 
alone ideological content), they are 
significant because they amount to the 
first detailed public commentary on 
how China views Hongkong's financial 
future. 


he British have consistently main- 

tained they will resist Chinese inter- 
ference and will not be mere caretakers 
for the next 12 years. But it is rapidly be- 
coming apparent that they have little 
political will to confront the Chinese. 
Hence they urge the Hongkong people 
to express their views and fend for 
themselves. 

Xu's statement, which clearly re- 
flected Chinese policy and was made 
following his return from a visit to Pe- 
king. was also seen. as a warning shot 
against emerging local political activists 








prominent — 
| LE a , trade unionists, seven BLDC 
the National People’s C 


which differences of interpretation and 
the ambiguities in the joint declaration 
are thrashed out. 

China’s interpretation is that Britain 
should maintain the 1984 Hongkong 
status quo for 12 years. China does not 
want to face a situation where the Bri- 
tish can disclaim responsibility and say 
they can no longer influence localised 
legislators. But Britain argues that the 
joint declaration gives it the right, 
within the next 12 years, to introduce 


political changes and build up a struc- 


ture of government which can take on 
all the responsibilities of the SAR. 

To Peking as well as to some local 
academics and Chinese-language news: 
paper publishers, September's first indi- 
rect elections to the Legislative Council 
(Legco), Hongkong's lawmaking advis- 
ory body, and the formation of the 180- 
member Basic Law Consultative Com- 
mittee (BLCC) for collecting opinion 
on the mini-constitution, have stirred 
up politics, to quote one editor, "to a 
feverish pitch." The two events have 
sparked off demands for direct elections 
to Legco, formation of political parties 
and the setting up of some form of 
ministerial system. 

Peking is also upset by the suggestion 
from some Legco unofficials (non-civil 
servants) that the Basic Law should be 
discussed in Legco. Peking sees this as 
an infringement of China's sovereignty, 
as it is a constitutional matter for China 
and Legco is a British colonial institu- 
tion. But the unofficials argued that 
since the Basic Law is the most impor 
tant issue facing Hongkong, they should 
certainly have the right to discuss IG 
China may have a legal point about 
Legco, but can hardly blame the British 
if elected Legco members think they 
have the right to discuss the tssue. 

The Chinese are apparently unhappy 
with what they perceive as the haste 
with which the political reforms are 
being carried out. According to the 
Hongkong Government's schedule, 
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and could mark the start of a period in - 


leaders of political and pre: — 
sure 
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pes est United Front effort since the ofthe Political Consultative C and several pro-T. T 
3 joint, declaration declaration, the Chinese es E HM Mi er — — . 

have — 180 to the BLCC, an grassroots tatives. 

organ for collecting local msinb-contitulion of Theoretically it was the of the 25 BLDC members in 

the Hongkong SAR. It Sein ft — Hongkong to the BLCC, but it is understood the |- 

confer legitimacy on the Law. Xinhua Hongkong branch has taken a big hand in the selec- — 


| Ever since the announcement by Peking in early 1985 
that Hongkong people would be — in the 

the Basic Law, a place on the BLDC, or on the BLCC, 

ent to an appointment to 


become a status symbol, 


of 


tion, The sheer size and diversity of the m 


rd asian that the BLCC may — 
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the Hongkong Government's advisory bodies. A number of ed pro-P faction. 
BLCC members were unsuccessful candidates to the Sep- - To forestall this, BLDC member N 
tember Legco indirect me corper Spree coa A o> BLDC 
BLCC as à consolation prize. | e of 
The 180 come from a wide section of the commu- | members’ job is to listen to the 


nity, 
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civil servants, unofficial members of Legco, 


BECC, not influence it. 
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og changing the methods for selecting 


| Legco unofficials, with a possibility that 
| P of Legco may be directly elected in 
988. 


= Hongkong's view 
- tish officials, for all their faults, do basi- 
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1987, with a view to further 


According to the Chinese plan, the 
first draft of the Basic Law may not be 
ready until 1988-89, and the Chinese 
fear by then they may be presented with 
a political fait accompli which will be 
difficult to dismantle without causing 
serious disruption to the — —— 
prosperity and stability. Peking's ulti- 
mate fear is that Hongkong may be- 
come so independent by 1997 that the 


. people may * they do not want to be 
. returned to Chi 

- believe this to be the ultimate sinister 
. British blueprint for wrecking China's 


na. Some communists 


reunification plans. 


poss distrusts change. It would like 
to inherit a fully fledged colonial 
system with its appointed bureaucratic 
hierarchy so that power would be trans- 
ferred from one set of appointees to 
another. The problem with this from 
int is that the Bri- 


cally believe in the capitalist, free-mar- 


- ket system and the rule of law. Their 
| E to interfere in peoples’ daily lives 
a 


s always been limited by the fact of 


- being alien. This would not be true of 


Peking appointees. This is why many in 
Hongkong believe that Hongkong's 
present social and economic system can 
only survive if local people are responsi- 
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Lee: 'unacceptable intervention. 





ble for it and willing to defend it against 
encroachment, 

Ironically, Peking's closest allies at 
the moment are just the people on 
whose support the British relied — es- 
tablishment Legco appointees and ty- 
coons such as Sir Yue-kong Pao, who 
has accepted the vice-chairmanship of 
the Basic Law Drafting Committee 
(BLDC) as happily as he accepted his 
knighthood from Queen Elizabeth. 
Many of Hongkong's rising middle class 
are suspicious of the motives of these 
people, most of whom have foreign 

assports, giving them the option of 
eaving if necessary, and large overseas 
investments. Equally the new genera- 


Correct ideology for 
home consumption 


By Robert Delfs in Hongkong and Mary Lee in Peking 
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In his meeting with 
the Hongkong press, 





Xu stressed that there 
4 is no change in China's 
<3 policies with regard to 


, €* class struggle in China 
ow and denied that there 
à L2] was any contradiction 
between the concept of “one country, 
two systems" and the cardinal principles 


. of the Chinese Communist Party. He 
also expressed concern about misun- 





. the belief 


— of China’s policies, notably 

t the current economic re- 
forms mean that China is abandoning 
socialism. Opinion is divided on whe- 
ther Xu's remarks were related to re- 
cent intensification of debate in China 
on ideology and reform. 

Responding to questions, Xu denied 
that mention of class struggle in a recent 
article in the party journal Red Flag 
meant a return to the large-scale and 
violent mass struggles of the past, or 
that it implied any change in policy. The 


party had shifted the focus of its work to 
socialist modernisation at a meeting in 
1978, Xu said, and changed the “mista- 
ken practice of ‘taking class struggle as 
the key link’.” 

However, Xu said that the same 
party meeting, which marked the ascen- 
dancy of Deng Xiaoping in the party 
leadership, held that “a small minority 
of counter-revolutionary and criminal 
elements who are hostile to and seek to 
destroy China's socialist modernisation 
still exists," and that “we absolutely 
cannot slacken our class struggle against 
them, nor weaken the dictatorship of 
the proletariat." 

Xu's wording is consistent with the 
central committee's "Resolution on 
Certain Questions in the History of the 
Party" of 1981, which stated: “Class 
struggle no longer constitutes the princi- 
pal contradiction after the exploiters 
have been eliminated as classes. But 
owing to certain domestic factors and in- 
fluences from abroad, class struggle will 
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"s Jy. Pa e a ee 
s suspicio T o ti outgoing B ish : 
officials who have no long-term interest 
in Hongkong but plenty of interest in 
avoiding trouble with China between 
now and 1997, whatever the cost to 
Hongkong. 

owever, concern in Hongkong re- 
mains quite muted. It is reflected in the 
huge capital outflow still going on more 
than in public statements. Meanwhile, 
erosion of assumed rights is already 
under way, with the help of those hand- 
picked by Peking to join the BLDC. For 
example, the Hongkone members of 
the committee have consented to re- 
writing the definition of a Hongkong 
"belonger" when Ivy At up the con- 
stitution for the BLCC. According to 
the joint declaration, Hongkong people 
who have the right of abode in the terri- 
tory are those born here or who have or- 
dinarily resided here for seven years 
continuously. The seven-year residence 
is required of both Chinese and non- 
Chinese. This is seen às a protection 
against mainland Chinese arriving and 
automatically becoming Hongkong re- 
sidents. 

But the membership requirement of 
the BLCC constitution has watered 
down this requirement to make it just 
applicable to "foreigners." Said jour- 
nalist and commentator Frank Ching: 
"The implication is that anyone who is 
Chinese is automatically recognised as a 
'Hongkong person.' This omission may 
well be interpreted as an erosion of the 
safeguards in the joint declaration." 

To hammer home Peking's message 





continue to exist within certain limits for 
a long time to come and may even grow 
acute under certain conditions." 

Ideology also figured in Xu's ex- 
tended response to questions regarding 
the relationship between the concept of 
"one country, two systems" and China's 
four cardinal principles (adherence to 
the socialist road, to the democratic dic- 
tatorship of the people, to the leader- 
ship of the party, and to Marxism- 
Leninism and Mao's thought). 

"There is no contradiction," Xu 
said, explaining that the concept of 
"'one country, two systems’ proceeds 
from the actual conditions of Hongkong 
and Taiwan" and that “it is a basic po- 
licy, not a measure of expediency. . . 
nor a revisionist thing as some people 
may understand it." In theoretical 
terms, Xu said, it is a development of 
Marxism-Léhinism, and a “concrete 
manifestation of building socialism with 
Chinese characteristics." 

The view that “one country, two sys- 
tems" conflicts with the four cardinal 
principles “is just like the attitude of 
some people in outside circles towards 
our reform of the economic structure," 
Xu said. “They perceive it to be 
capitalism, and mistakenly think we are 
abandoning socialism for capitalism." 

Xu's remarks may be related to the 
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further, the director of the Hongkong 
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and Macau Affairs Office, Ji Pengfei, 
told the Hongkong Urban Council 
chairman Hilton Cheong-Leen in Pe- 
king that in order to have a smooth 
transition, Hongkong should begin to 
act according to the Basic Law from 
1990 onwards. A Hongkong Govern- 
ment official agreed this could be inter- 
preted as a Chinese takeover in 1990 in- 
stead of 1997, But to ensure a smooth 
transition, the official said, the govern- 
ment would avoid any confrontation, 
which could wreck the fragile confi- 
dence in Hongkong. 


M ost of Hongkong's newly indirectly 
elected Legco members share this 
view. Many tried to play down the con- 
troversy and were reluctant to criticise 
Peking publicly, though they privately 
deplored its behaviour. Even the pro- 
Taiwan trade union Legco representa- 
tive, Pang Chun-hoi, only meekly 
suggested that Xu was, to a certain ex- 
tent, interfering in Hongkong's affairs. 

Such reactions are symptomatic of 
the Ponprong poopie unwillingness to 
talk back to Peking. A notable excep- 
tion has been Martin Lee, the elected 
Legco representative of the legal pro- 
fession and a BLDC member. He said 
Xu's remarks “amount to intervention 
in the most unacceptable way. Xu was 
obviously aiming at people who want di- 
rect elections to Legco, formation of po- 
litical parties and to discuss the Basic 
Law in Legco, and I support all those 
things. So his message is clear — don't 


new stress on ideological and political 
work within China in the wake of Sep- 
tember's National Party Conference. 
"We are communists. Our goal is to 
build socialism," Politburo Standin 
Committee member Chen Yun insist 

in a speech at the conference, and he 
blamed corruption and violations of 
party discipline on “the relaxation of 
ideological and political work and the 
decline in the function and authority of 
the departments in charge of ideological 
and political work." 


S ince the conference, there has been 
a renewed emphasis on ideology and 
discipline and the need for party mem- 
bers to put more effort into studying 
communist principles and ideals. The 
recent reference to class struggle in the 
Red Flag was by no means unpre- 
cedented. But in arguing; 4hat policies 
have not changed, that the party has 
never dropped the idea of class struggle, 
nor abandoned socialism, Xu acknow- 
ledged the concern in Hongkong that 
the party may again be shifting Left. 
And he did not exempt Hongkong from 
the arena of future class struggle in 
China, though he stressed that only 
legal and constitutional means would be 
used, not “mistaken” past methods. 
Diplomatic sources in Peking, how- 
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do anything until the Basic Law is out.” 

From now on there should be no 
more illusions, he said. The question is 
if the Chinese are interfering to this ex- 
tent now, what hope is there for a truly 
high degree of autonomy after 1997, 
Lee said. "We need direct elections. We 
must evolve a government elected by 
the people to give those in power the 
strength to withstand similar Chinese 
pressures. Without direct elections, it 
will be ‘one-country, one-system' for 
Hongkong." he said. 

The business community's reactions 
were mixed. The Hang Seng Index, a 
stockmarket barometer of business con- 
fidence, shed almost 50 points on Fri- 


ever, saw Xu's implied warning against 
radical political reforms within the terri- 
tory prior to its return to China in 1997 
as "standard Chinese manoeuvring.” It 
is no coincidence, diplomats said, that 
Xu's complaint about alleged deviations 
from the Sino-British joint declaration 
came on the eve of the second meeting 
of the Joint Liaison Group, the first to 
be held in Peking. The precedents for 
such pressure on the British — and 
groups in Hongkong which want to flex 
their political muscle against China — 
were laid in the 1982-84 Sino-British 
negotiations over the territory's future. 

"Peking is naturally suspicious of 
what the British are up to in Hong- 
kong," a diplomat said. “The British 
did very little to change the system be- 
fore the joint declaration. So the 
Chinese are now asking: what are they 
up to, introducing an elected element 
into the Legislative Council and possi- 
bly even more new things? Through Xu, 
Peking has gone on record as saying, 
‘We don't like what you're trying to 
do'." 

Diplomats say it is too early to link 
Xu's remarks with China's domestic 
problems on the reform front. Cur- 
rently, the communist party machinery 
is engaged in a drive for discipline to 
combat such problems as "bourgeois 








= day, 22 November, the day after Xu 


spoke, but the following Monday it re- 
gained 23 points. Overseas there was 
not much reaction. London institutions 
have already reduced their holdings of 
Hongkong stocks but still think the mar- 
ket has short-term potential, 

The Legco representative of the 
Hongkong General Chamber of Com- 
merce, accountant Tom Clydesdale, 
said Xu's statement was “unhelpful” to 

rosperity and stability. On the other 

and, the Legco representative of the 
Federation of Hongkong Industries, 
Stephen Cheong, said some business- 
men and industrialists were puzzled by 
Xu's statement but they are not wore 
ried. Some of them think the political 
scene is overheated and perhaps a cool- 
ing down is needed. 

The furore over Xu's remarks will 
soon die down, deliberately dampened 
by most official parties, and à nervous 
local media. All will appear to be well 
again. But Xu will probably have im- 
planted two seeds, one purposely the 
other not. The first is that political 
change in Hongkong instituted by the 
British will be in the face of known op- 
position from Peking and so best 
avoided by those who believe that bad 
news is best ignored. Hongkong people 
who want political advances will have to 
pressure both London and Peking. The 
second is a suspicion that Peking's sig- 
nature on the joint declaration was am 
expedient which can be dishonoured as 
readily as China has dishonoured its 
revolutionary heroes 


liberalism" — communist shorthand for 
pressure from intellectuals and some 
students for more democracy, and “un- 
healthy tendencies” corruption, 
prostitution and a passion for pornog- 
raphic video tapes and publications, But 
party propaganda has maintained that 
China can control pockets of capitalism. 
Xu himself told the Hongkong Society 
of Accountants on 1 November: “The 
relationship between capitalism and so- 
cialism does not invariably imply con- 
flict and confrontation, The two systems 
can co-exist peacefully based on correct 
principles . . . in admitting this, we do 
not mean to ignore the fundamental 
contradictions existing in capitalist so- 
ciety, still less to waver in our belief in 
communism and socialism." 

"There is no evidence for the mo- 
ment to support the theory that the 
centre has to show it has tighter control 
over Hongkong because it is coming 
under pressure from the conservative 
faction," said one Western source in Pe- 
king. "However, the conservatives and 
reformers both do not like what they re- 

ard as attempts to undermine China's 
uture influence over the administrative 
and political structure in Hongkong.” 
The message, diplomats said, was quite 
clear: “The pace of reforms should be 
determined by China." o 
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By Mary Lee in Peking 


U qos students have always been 
a useful tool for the Chinese Com- 
munist Party (CCP) since the days when 
it was fighting the nationalist Kuomin- 
tang government. But their traditional 
methods of expressing discontent — 
holding demonstrations and putting up 
ters — are clearly out of line with the 
thinking of the party. 
- The recently rejuvenated party 
leadership has been busy trying to ward 
off, or at least neutralise, a nationwide 
_ student action planned for 9 December 
| | — the 50th anniversary of the anti-Ja- 
anese patriotic students’ movement of 

935 — but some suspect that anti-re- 
form elements are behind the students 
| and that the government may be losing 

control. 

Party officials have been sent to cam- 
puses throughout China to counter “the 
gravest challenge since the downfall of 
the Gang of Four," as one Hongkong 
| publication described the resurgent 

. student movement. The purpose of 
these visits was to quell student discon- 
—] tent which had erupted on 18 Sep- 
| tember with an anti-Japanese demon- 

- stration on Peking's Tiananmen square 
| and spread to other campuses. Student 
posters and placards also protested 
Ip one aspect of the reform which 
affected them, and many others, most 
directly — price rises. 

The visits were also necessary be- 
cause word had leaked that the students 
—] were planning to air their discontent 
—] again on 9 December against, among 
other things, the government's policy 
towards Japan, price increases and cor- 
_ | ruption in official ranks. The student 
| protesters — still a small minority — 
| cannot see how the economic reforms 
benefit them or the masses generally. 
| The open-door policy is what has caused 
the "second Japanese invasion," flood- 
_ ing the market with “sub-standard” Ja- 
— | panese goods and resulting in a huge 
- | trade deficit for China, while price re- 
— | forms have hit students in two crucial 
| areas: food and books. Inflation has 
= | meant poorer quality food in the univer- 
sity canteens and the publishing indus- 
try allocating its resources from 
textbooks to popular literature in pur- 
suit of profit. 

To pre-empt the students’ plans and 
to make sure the anniversary is not mar- 
red by anti-Japanese sentiment, official 
activities are being organised by the 
Communist Youth League (CYL). No 
demonstrations will be held. Instead, 
the official Xinhua newsagency said 
there will be a meeting on 8 December 
. | attended by Chinese leaders, veteran 











| Winter of discontent 


Peking tries hard to neutralise student protest 


participants of the 1935 movement and 
youth representatives. Official discus- 
sion of the commemoration has so far 
stressed the "patriotic" aspects of the 
1935 movement without referring to the 
Japanese factor. 

Other activities include film shows, 
lectures and a forum of veterans spon- 
sored by the Central Advisory Commis- 
sion of retired leaders. The CYL circu- 
lar announcing the anniversary celebra- 
tions called upon students “to carry on 
the patriotic tradition by supporting the 
party's principles and its internal and 
external policies . . ." The CYL has also 
called on its 200,000 full-time cadres to 


Tiananmen Square demonstrators: 'inappropriate' enthusiasm. 


"go out among young people and ad- 
dress their concerns. " 

A number of party leaders, led by 
Culture Minister Zhu Muzhi, went to 
Peking University on 21 November to 
caution the students against holding un- 
authorised demonstrations. "Students 
should have their ideals, but these must 
be realised through correct methods," 
they were quoted as telling the students. 
"There will be no future for those who 
consider only their personal interests," 
Zhu warned. 


n an earlier visit, party secretary of Pe- 

king Li Ximing "spoke highly of stu- 
dents' patriotic enthusiasm . . . but he 
warned that some ways of expressing 
opinions were inappropriate," reported 
the China Daily. Referring to posters 
which had been plastered around the 
campus in September decrying the gov- 
ernment's open-door policy as causing 
many of the current social problems, Li 
said: "If the big-character posters and 
other practices prevalent during the 10 
chaotic years of the Culture Revolution 
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bility of society and the task of moderni- 
sation...” 

Lin Ruo, party secretary of Guang- 
dong province, told a forum at Zhong- 
shan University in October: “Our 
Four Modernisations need a good 
international environment, especially 
friendly relations between China and 
Japan, which [are] of vital importance 
to both the Chinese and Japanese peo- 
ples and to peace in Asia.” Referring to 
China’s current policy towards Japan, 
Lin said: “We should believe that the 
CCP Central Committee will adopt a cor- 
rect policy and we should not act im- 
petuously." Henan's party secretary, 
Yang Xizong, was more direct: “True 
patriotism is not only expressed in fer- 
vour and emotion. We cannot mix up 
narrow-minded nationalism and blind 
exclusionism with patriotism,” he told 
students at Zhengzhou University. 

Chinese sources told the REVIEW the 
party leadership suspects that some 
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anti-reformists are stirring up the stu- 
dents and that a hunt is on for "people 
who are feeding them with all kinds of 
detailed information about troubles on 
the reform front." So far the "trou- 
blemakers" have not been identified, if 
indeed they exist. Wage earners, for 
one, are not against the students for 
protesting about food prices. Also, 
some old cadres and armv officers are 
known to be unhappy about the in- 
roads Japanese firms have made in 
China. 

Incessant exhortation to students 
that they should trust the party leader- 
ship suggeststo diplomats that the party 
feels it is under pressure and fears losing 
control. Bilateral China-Japan ex- 
changes in October ostensibly settled 
the problem of Japanese Prime Minister 
Yasuhiro Nakasone's official visit to the 
Yasukuni Shrine, honouring the Japan- 
ese war dead, which precipitated the 
student protests. But the sources of dis- 
content are wide-ranging and it remains 
to be seen to what extent the students 
have been pacified. o 
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LONGER IN 
CHINA. 
STRONGER ON 
SERVICE. 

















The markets of China have never been more important 
than they are today. 

And when you're considering their opportunities, con- 
sider this as well. 

Standard Chartered Bank has been continuously active 
there, for 125 years (longer than any other international 
bank). This gives us something of an advantage, when it 
comes to identifying business opportunities, foreseeing com- 
plications—and providing highly practical solutions. 

It's an advantage that's at your service. 

As, also, are our offices in China: a full branch in 
Shanghai, plus representative offices in Beijing, Guangzhou 
and Shenzhen-each equipped to provide up-to-the-minute 
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information, introductions and a 
tions, tax legislation and — matters. As well as 

comprehensive banking service thats linked to our network 
of more than 2000 branches in over 60 countries ar 


round 
the world. 

In fact, wherever you re based 
terest in China today, you'll find that the 
service - whether it's trade or project finance, foreign 
change or international cash management, merchant banking 
facilities, or simply background information and ad 
make all the difference 

And it's a difference that can show up 
bottom line 
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Standard Chartered Bank Head Office: 10 Clements Lane, London 
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A greatuuv to fly 


SINGAPORE AIRLINES 





Today, exceptional product quality can be 
taken for granted with more or less all inter- 
national, top-class cars. 


Much more interesting, therefore, for the 
potential buyer is the way cars of this class 
translate that quality into tangible benefits 
for their drivers. 

And there's no question that, from this point 
of view as well, BMW cars differ significantly 
from the more conventional alternatives. 
Because for BMW the word “quality” means 
much more than a superlative finish, spark- 
ling paintwork, high reliability and expensive 
materials. 


BMW cars aren't built just to fulfil their basic 
function for as long as possible with min- 
imum problems. 

They're also designed to make driving the 
better car a repeatedly spontaneous and 
living experience over an extended period of 
time. 


So for BMW, quality is also function-related, 
with the driver and his needs constantly in 
mind. It’s the kind of quality which you 
literally feel as you drive and which helps 
relieve the pressures on the driver by putting 
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at his fingertips all the necessary on-going 
data he needs to make the right decisions. 
And BMW's world-wide success proves that 
this concept of quality, combined with 

the traditional values of reliability and dura- 
bility, is finding ever-increasing recognition 
with drivers everywhere. 


Quality, which wants to transcend conven- 
tional parameters, must exp potential 
of technological 

And no-one 


o 


progress. 
no-one has travelled further along that 
an : 
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BMW cars represent this new interpretation 
of quality in their wealth of advanced 
technological features, which competitive 
top-class cars either don't offer you at all, or 
only at considerable extra cost. 


Example: electronic-hydraulically 
contro s automatic transmission. 


It preserves all the performance characteris- 
tics and dynamism of the engine and, to- 
gether with BMW's integrated engine/trans- 
mission management — the world's first 
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fully computerised engine and transmission 
control system - it puts driving an automatic 
on a completely new development and 
quality plane (1). 


Example: suspension technology. 


Theunique patented axle design not only off- 
ers greater safety, it also ensures a virtually 
unbeatable degree of motoring comfort (2). 
Andthe self-levelling rear suspension 
improves the already exceptional quality of 
ride even further, whatever the load. 


Example: computer-controlled engine 
technology. 


As well as optimizing performance, 
efficiency and reliability, BMW Digital Motor 
Electronics computerised engine controls 
introduce a totally new dimension in quality 
to power development and running refine- 
ment (3). 

So if you also take into account all the other 
typical BMW qualities, such as unrivalied 
know-how in engine technology, it becomes 
increasingly clear that the “‘better’} 

quality car is inconceivable without ultra- 
modern technologies — technologies 

that BMW have already turned into practical 
motoring reality. 


We thoroughly recommend a test-drive. 
Because then it will become immediately ap- 
parent to you why so few cars manage 

to meet the quality standards of “Made in 
Germany’: And even fewer those of “Made 
by BMW”. 


BMW cars. 
The BMW range of fine automobiles: the ulti- 
mate in performance, comfort and safety. 


* -- 


Japan: BMW Japan Corp., Tokyo, Tel.: (03) 499-6811 


Brunei: Performance Company Ltd., Bandar Seri 
Begawan, Tel.: 20383 


Hong Kong: BMW Concessionaires (H.K.) Ltd., 
Tel.: 3-7145271 


indonesia: P.T. Tjahja Sakti Motor Corp., Jakarta, 
Tel.: 490932 


Korea: Kolon International Corp., Seoul, Tel.: 7764 260 


Malaysia: BMW Concessionaires (M) Sdn. Bhd., 
Kuala Lumpur, Tel.: 03/418555 


Philippines: Hahn Manila, Manila, Tel. 7412808 
Singapore: Performance Motors Ltd., Tel.: 4698800 


Taiwan: Pan German Motors Ltd., Taipei, 
Tel.: (02) 7153101 


Thailand: Continental Auto Centre Co., Ltd., Bangkok, 
Tel.: 214-2521 





Internationa 
rade financing makes us 


trade financing-and it gives us an edge. 

For example, when you need a fast answer on a loan- 
be it a short, medium or long-term requirement-in one of 
the world’s dozen or so major currencies, you can bank on 
our getting back to you with a fast proposal. The same is 
true in other complex areas such as countertrade operations. 

And it’s even more true for interest rate swaps, 
currency swaps or foreign exchange options. For the 
excellent reason that our treasury teams are active in the 

interbank and foreign exchange markets-in 
New York, London, Paris and Singapore- 
right round the clock. 
Several thousand companies, 
including commodity traders, are 
successfully operating with France and 
worldwide with credit-and know- how- 
supplied by BFCE. 
Because their international 
competitors can be relied upon to keep 
them on the hop, these clients have 

to be ready to move fast. 

So do we. 
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That’s why we can 
beat the clock. 
Blea 


BANQUE FRANÇAISE DU COMMERCE EXTÉRIEUR: LONDON I, ANGEL COURT EC2R 7HU - New York (HOUSTON. SAN FRANCISCO) 645 FIFTH AVENUE N.Y. 10022 — MILAN 5, via MORIGI 
20123 - SiNGAPORE 35 01 SHeLL Tower 50 Rarri es Pace 0104 - Heap OFFICE: 21, BOULEVARD HAUSSMANN 75427 Paris CEDEXO9 - BRANCHES: 26LOCATIONSIN FRANCE - REPRESENTATIVE 
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THIS IS TO CERTIFY that the above Award was 
made after analysis and blind tasting in full International 
Competition and in accordance with the IWSC Index 


á 
fs J 
J Ahh Mls 


CAMUS XO 
XO at its best 





LE RAFFINEMENT: 
THE STYLE AND ELEGANCE THAT IS MERIDIEN 





At over 40 Meridien hotels San Francisco, New Orleans \ 
around the world you can Montreal, Rio, Guadeloupe, ' 
experience what we proudly call Bahia and Martinique. 
Le Raffinement. EUROPE/MIDDLE EAST: 
ASIA/PACIFIC: Hong Kong, Paris, Lyon, Tours, Abu Dhabi, — Gisenyi, Kigali, Luanda, Dakar, 
Hong Kong/Airport, Singapore, Athens, Milan, Porto, Lisbon, Port Gentil, Mauritius and 
Changi/Singapore, Tokyo and Tunis, Lattakia, Palmyra, Nice, Reunion. 
Colombo. Damascus, Al Khobar/Dhahran, You can also look forward to 
THE AMERICAS/CANADA: Cairo, Baghdad, Mohammedia, ^ experiencing Le Raffinement in 
New York, Boston, Houston, Jeddah, Kuwait and Khartoum. Vancouver, Delhi, Taipei, 
Los Angeles/ Newport Beach, AFRICA: Brazzaville, Douala, Aleppo and Cairo/ Heliopolis. 
For reservations, contact your travel agent or phone: — Hong Kong 3-669996, Singapore 733-2878, Australia 235-1174 (Sydney) 


008-221-307 (Inwatts), Tokyo 03-475-1511, Osaka 06-201-5161, Sri Lanka 544544. Bangkok 234-7877, Manila 815-4946, Seoul 
755-8945, Jakarta 670-016, Taipei 752-0504, Kuala Lumpur 485-738. 


‘THE INTERNATIONAL HOTELS WITH A FRENCH TOUCH 
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Somare at Goroka in the Highlands: tired and directionless. 





PAPUA NEW GUINEA 


Counting out the chief 


Michael Somare is ousted in a no-confidence vote 


By lan Andrews in Port Moresby 

outhful Highlander politician Paias 

Wingti has become Papua New 
Guinea's (PNG) prime minister after 
toppling the country’s “founding 
father,” Michael Somare, in a vote of 
no-confidence on the floor of parlia- 
ment here. He immediately revoked So- 
mare's just-passed budget for 1986 and 
set ministers to work on heavy cutbacks 
in PNG's governmental structure. 

Wingti had shaken Somare's grip on 
power in March when he resigned as 
deputy prime minister and took 14 fel- 
low members of Somare's Pangu Pati 
into opposition. 

Somare then survived a no-confi- 
dence vote, but the makeshift coali- 
tion he forged came apart in the follow- 
ing months — and Somare's own leader- 
ship had appeared increasingly tired 
and directionless. 

Events moved quickly towards the 
showdown after Somare announced his 
new budget on 12 November and was 
immediately threatened with a fight on 
new import taxes by his own deputy 
prime minister, Fr John Momis of the 
small Melanesian Alliance. Somare and 
Wingti began bargaining for support 
among the 109 members of parliament, 
with Wingti isolating some 40 of his 
grouping in a well-stocked hotel outside 
the capital for some days before the 
vote. 

Police used dogs to control some 
2,000 Highlanders shouting in support 
of Wingti who gathered outside parlia- 
ment — a modern building styled on à 
traditional meeting-house — but inside 
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the vote proceeded smoothly along con- 
stitional lines, well-practised after eight 
previous no-confidence motions in the 
10 years since PNG received indepen- 
dence from Australia. 

Somare, who was ousted once previ- 
ously in 1980, clapped politely when the 
speaker announced that Wingti had 
beaten him by 58 votes to 51. Later So- 
mare, 49, said that the third peaceful 
change of power since independence 
was evidence of a successful democracy 
and that he wanted to lead the Pangu 
Pati into elections due in mid-1987 when 
he believed the people would return 
him to office. 


ingti, 34, is a cooler personality 

than Somare, despite coming from 
the central Highlands region noted for 
its robust pork-barrelling style of poli- 
tics. A rare teetotaller in a beer-swilling 
political milieu, he was in the last year of 
an economics degree at the University 
of PNG when elected to parliament in 
1977. From dabbling in fashionable 
Marxism as a student leader, he has 
evolved into an advocate of smaller gov- 
ernment and free enterprise. 

His first step was to revoke Somare's 
1986 budget and pass a temporary sup- 
ply bill pending a new budget in March. 
The stated aim is a drastic slash at the 
80,000-strong Australian-style bureau- 
cracy and the tier of provincial govern- 
ments set up soon after independence to 
quiet secessionist movements. 

Somare had taken tentative steps in 
this area, with total outlays of Kina 958 











million (US$998 million) that fell 2% in 
real terms (though up nominally by 
Kina 28 million) and which provided for 
a 396 real cut in wages and some provin- 
cial allocations. However, his plans to 
finance this partly through a new duty 
on staple food imports and Kina 95 mil- 
lion in foreign borrowings drew wide- 
spread criticism 

Wingti has also abolished two of the 
28 ministries, taking the risk of disap- 
pointing some supporters. His deputy 
prime minister and finance minister i$ 
Sir Julius Chan, leader of the People's 
Progress Party. As prime minister in 
1980-82 and earlier as finance minister 
under Somare, Chan had won respect 
for a sober approach to economic af- 
fairs. 

But he has also been forced to take 
some potentially unruly figures into his 
cabinet. Among these is fellow High 
lander lambakey Okuk, whose unilat- 
eral decisions as deputy prime minister 
on aircraft purchases and other matters 
were a severe embarrassment to Chan's 
government. 

Okuk’s faction of National Party 
MPs have criss-crossed parliament this 
vear. They backed Somare against 
Wingti in March, but when not re- 
warded with a senior portfolio for Okuk 
went over to Wingti for the latest vote. 
Okuk is the new minister for primary in- 
dustry. 

The cabinet includes several figures 
who have spoken out against Indone- 
sian rule in neighbouring Irian Jaya, in- 
cluding Okuk. The problem of some 
11,000 Irian Jayan refugees has been 
passed on unsolved. In handling this 
most delicate foreign-policy issue, how- 
ever, Wingti's government is likely to 
follow Somare's pragmatic line treatin 
Irian Jaya as Indonesia’s internal af- 
fair. 

The PNG system allows an interval 
of six months before another no-confi- 
dence motion can be mounted. After 
that, Wingti has only a year until new 
elections and is given a good chance of 
holding his coalition until then — 
though the 50-60% turnover of MPs at 
each election is always a temptation for 
backbenchers to “go for broke" in a last- 
minute try for ministerial perks 

Whether Somare retires will be af- 
fected by the outcome of a commission 
of inquiry into the relationship between 
his government and an Australian avia- 
tion company called Peldale. Somare has 
already been accused by legal counsel of 
"most unstatesmanlike" conduct in per- 
sonally intervening in a search of a Pel- 
dale aircraft for drugs at Port Moresby 
airport in March. 

Involvement of the company’s princi- 
pals in the purchase of Israeli aircraft for 
the PNG defence force and sale of a 
government executive jet is also under 
study. Wingti has said he will expand 
the inquiry’s terms of reference and 
launch new investigations of govern- 
ment housing and land dealings. oO 
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| The 77% solution 







Tan wins MCA leadership from Neo by a wide margin 


By Suhaini Aznam in Kuala Lumpur 


GS ieaie what should be the end of 
a two-year party crisis, millionaire 
Tan Koon Swan, a former party dissi- 
. dent, swept into office as the new Ma- 
laysian Chinese Association (MCA) 
president with 2,715 votes, or 77% of 
| votes cast. His alliés won all key posts in 
| the elections on 24 November, demon- 
strating his undeniable strength. 

In a pre-election promise, Tan had 
pledged to “unwind my business in- 
| terests within the shortest time possible 
| and thereafter to devote full-time atten- 
| tion to politics" and “to the aspirations 
| of all Malaysians and Malaysian 
_ Chinese in particular.” 
| _ Former acting president Datuk Neo 
| Yee Pan received only 809 votes, or 
| 23%. Labour Minister Datuk Mak Hon 
| Kam, the leader of the third and newest 
i _ Splinter faction, and his main ally Dep- 
| uty Finance Minister Datuk Tan Tiong 
-| Hong, boycotted the elections. Their 
| opponents credited them with only 3% 
| support when branch and divisional 
| elections ended before the vote for pre- 
| sident. 

Earlier doubts of Tan’s hold on his 

- allies — caused by the usual jostling for 
| party posts as victory became apparent 
| — evaporated as results of the youth 
. and women's wing elections were an- 
- nounced the preceding day. Block vot- 
ing was obviously going to win Tan the 
- 21-month power struggle. 
Observers suspect that 100-plus del- 
- egates may have switched sides when 
they read the signs of the first day's vot- 
ing. Overall, for the post of president 
down to the 20-member central commit- 
| tee, Tan's faction commanded about 
| 78% of total votes cast by the 3,542 re- 
-|] gistered delegates — a massive 97% 
turnout. 
n But cynics in the Chinese community 
anticipate some fallout even from such a 
decisive outcome. Consolidation lies in 
Tan’s hands, but he has not always dem- 
-| onstrated strength in the past two years, 
_| Said an observer. Several pointed to his 
-| withdrawal of a no-confidence motion 
| Meo dy as proof, a move they felt 
| prolonged the power struggle. 

(T E The crisis begat in February 1984 
| when Tan, then one of six party vice- 
i presidents, accused Neo of padding the 
| membership rolls to ensure Neo's vic- 
.] tory at the next party elections, due that 
June. Neo countered by expelling Tan 
and 13 others from the party on 19 
March, forcing a split all the way down 
to grassroots level. 

~The MCA has survived at least two 

revious bloodlettings — a bitter crisis 
in 1972 that led to a spate of expulsions 
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in 1973, and a fiercely contested party 
election in 1979. 

This time, several last-minute com- 
promises had to be made. Most criti- 
cally, Dep Information Minister 
Datuk Chan Siang Sun, a man credited 
with having considerable grassroots 
support and many years in the MCA be- 
hind him, wanted to be endorsed by Tan 
for the deputy president's post. Instead 
Tan named Deputy Education Minister 
Datuk Ling Liong Sik as his running- 
mate, a man whose support is limited to 
only half of Penang. 

In some 11th-hour bargaining, Chan 
accepted Tan's endorsement for a less 
important vice-president's post in ex- 
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change, say sources, for a promise of an 
offer of a cabinet position. 


thers, did not fare as well. When 

nominations closed, Tan had 
selected only former MCA Youth chief 
Datuk Lee Kim! Sai for one of the four 
available vice-president posts. The two 
other vice-presidents' posts go automa- 
tically to the youth and women's lead- 
ers. Later Chan was added to the en- 


dorsed line-up. Conspicuously absent . 


were Datuk Lew Sip Hon, Malaysia's 
ambassador to, the US, and Deputy 
Trade and Industry Minister Datuk Oo 
Gin Sun. Both Lew and Oo filed their 
nomination papers but on the morning 
of the party elections itself withdrew 
their candidacy from the floor. 
Meanwhile, the consensus among 
several delegates is that compromise de- 
pends on Neo’s willingness, in particu- 
lar, to pull his supporters behind the 
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formance in the next general 
election. Neo's remarks so far have 
been extremely non-committal. Neo 
said after his defeat that he had told del- 
egates not to vote by factions but still 
ee gone ahead. 
eo scored points for guts, at least, 
for going down to the convention floor 
and shaking hands with Tan, an unusual 
"degen for MCA presidential losers. 
is emergence from the privacy of his 
office drew applause rather than the 
anticipated jeering. Meanwhile, Tan 
immediately offered two of the seven 
appointed posts on the central commit- 
tee to Neo and Mak. To date, the two 
have neither accepted nor refused, but 
the signs are not encouraging. 

Two weeks before the election, Mak 
had murmured about setting up a new 
Chinese party of his own. Those rumbl- 
ings are almost silent now and are not 
taken seriously. But Mak had also, and 
more ominously, threatened to bring 
Tan to court and declare the election 
null and void. Lawyer Datuk Kok Wee 
Kiat, a staunch Tan ally and now a cen- 
tral committee member, however, does 
not think that Mak has the legal grounds 
for initiating such action. 

Tan’s supporters admit that accom- 
modation is probably easiest within the 
lower ranks. But the vociferous ones 
higher up are “unacceptable,” they said 
of some of Neo's staunch supporters. 

Tan's biggest remaining problem 
now is to get Prime Minister Datuk Seri 
Mahathir Mohamad to transfer those 
cabinet posts currently being ‘held by 
Neo's and Mak’s allies to his own. Neo 
himself had been stripped of his Hous- 
ing and Local Government portfolio on 
17 August just before Mahathir con- 
vened a National Front supreme council 
meeting. 

Given the 11th-hour manoeuvres at 
the time, with Mak deserting Neo and 
being named acting president instead, 
even Umno observers perceived Maha- 
thir as favouring Mak’s faction. With 
Tan Tiong Hong credited with being the 
mastermind in Mak’s camp, as well as 
reputedly being Mahathir’s one-time 
blue-eyed boy, Mak seemed to be the 
National Front’s answer to the crisis. 

Tan Tiong Hong himself claims close 
ties with Malay leaders in the coalition 
— claims that are believed by some 
grassroots members in Kedah, for in- 
stance. But Mak lost whatever ground 
he had when the Chinese community 
saw him turn on Neo, his chief and ally. 
“When your friend is drowning, how 
can you release his hand?” asked one 
grassroots leader. Mahathir's perceived 
support of Mak and friendship with Tan 
Tiong Hong, might also have proven a 
liability, being seen as outside — and 
specifically Malay — interference in 

hinese affairs, noted a Tan Koon Swan 
state-level supporter. 

The Chinese community had already 
rebelled against the idea of National 


i> yi $ s 
f A * -> y 
fe M T o T9 vie \ i E TE 
$ ^21 IL E - F at 





"Il 
HET eas 
B 








5 DECEMBER 1985 e FAR EASTERN ECONOMIC REVIEW . 
Dea Lo tar A 


MENS. 707 TEST 
pond eR cae 
United Malays Na 
(Umno) leader, being appointed chair- 
man of the ad hoc committee that took 
over the MCA administration in the last 
stage of the crisis. The Chinese would 
not want as president a man whom they 
thought owed his position to Mahathir 
and whose hands would then be tied 
when fighting for the Chinese communi- 
ty, according to insiders. 
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E ut if Mak lacks Chinese confidence, 
Tan might lack the confidence of 
non-Chinese National Front leaders. 
Self-made tycoon Tan, head of his own 
Supreme Corp., joined the MCA only 
in 1977 after his return from a senior 
management course at the Harvard 
Business School. It was then that former 
MCA president Datuk Lee San Choon 
appointed Tan to take charge of MCA's 
new investment arm, Multi-Purpose 
Holdings. 

With Lee's help, Tan rose swiftly. 
He became MP for Raub in the 1978 


R PETER RORLACH 


Neo; Mak; Ling: losers and a winner. 


elections. In 1979, he was made MCA 
Federal Territory chief and in 1982 won 
the Damansara parliamentary seat. But 
apart from his business activities, within 
National Front ranks, Tan is politically 
an unknown quantity. More important, 
a non-MCA Chinese observer felt that 
Umno leaders are wary of some of Tan's 
advisers — though not of Tan himself — 
who are considered a bit radical. 

More than one Chinese observer has 
confided that Mahathir was unhappy 
with Lee Kim Sai’s outspokeness as 
MCA Youth chief and wanted one more 
compatible with the MCA president — 
as former Umno Youth chief Anwar Ib- 
rahim was with the prime minister. 
Compromise in the National Front 
style, would be difficult if Tan's faction 
were strident, these observers fear. 
Meanwhile, political pundits point out 
that if Mahathir does not reshuffle his 
cabinet to accommodate the new MCA 
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Tan's campaign theme has been col- 
lective leadership and collective respon- 
sibility — a direct slap at Neo who has 
been accused of autocracy. Tan's "first 
priority," alongside the obvious consoli- 
dation, is to amend the party constitu- 
tion so as to "reduce the excessive pow- 
ers of the presidency." 

Sensing victory, Tan had earlier put 
forward an “agenda for action" that ad- 
dressed issues such as economic reces- 
sion; the post-1990 scenario (when the 
New Economic Policy favouring Malay- 
sian bumiputras is due formally to ex- 
pire); Chinese education and employ- 
ment opportunities; conditions in 
Chinese new villages; provisions under 
the Fifth Malaysia Plan, and the rather 
more-abstract future of the Chinese 
community in a multi-racial society. 

For Tan, as with all previous MCA 
leaders since old guard Tun Tan Siew 
Sin, the future test of his leadership de- 
pends on whether he can represent 





Chinese demands without losing out to 
Umno in successive compromises, or 
whether in standing too firm, he might 
earn the coalition’s displeasure and 
thereby cripple himself. ¢ 

More immediately, Tan's supporters 
want him to consolidate his position by 
gaining acceptance as the MCA’s repre- 
sentative in the National Front. Deliv- 
ering the promised plums of office, in- 
cluding cabinet posts would be a defi- 
nite indication of such acceptance, they 
feel. 

Anxieties on this score are under- 
standable. Mahathir, in China on a 
trade tour, has already reportedly said 
— while congratulating Tan and his 
line-up — that government appoint- 
ments had nothing to do with the out- 
come of party elections. “Winners 
should not take all, while those defeated 
should not lose all," he is reported to 
have said. 
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By Suhaini Aznam in Baling, Kedah 


ore than a week after the five-hour 
battle in Kampong Memali, 
Kedah, which shocked the whole na- 
tion, there are still many factual details 
disputed. But some of the results are 
stark and uncontested: 
» Eighteen people are dead, including 
Islamic teacher and former Parti Islam 
(Pas) official Ibrahim Mahmud, and 
four policemen, while 160 people in- 
cluding women and children as young as 
11 are under arrest. 
» The village and the surrounding dis- 
trict of Siong are under a daily 3 p.m. to 
5 a.m. curfew and cordoned off from the 
rest of the country. 
> All ceramahs or religious lectures, 
are now banned in all or part of six states 
— Kelantan, Trengganu, Kedah, Perlis, 
Perak and, most recently, Penang. 

Other political and social results of 
the incident have yet to manifest them- 
selves, but the ban on ceramahs will de- 
pute hurt Pas' strategies in the gen- 
eral election campaign expected within 
the year. The Islamic party, which 
draws most of its support from the 
northeastern states, has used charisma- 
tic lecturers such as Ibrahim to draw far 
bigger crowds than can its rival, the 
United. Malays National Organisation 
(Umno), the dominant party in the rul- 
ing National Front coalition. 

Before the battle on 19 November, 
tensions had risen in the past month 





since police detained a van containing 


‘a peines (machettes) at a roadbloc 
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eading to Memali, where a ceramah 
was being held on 20 October. Angry at 
the perceived repeated attempts to 
thwart their meetings, a group of Pas 
youths surrounded the Baling district 

lice chief OCPD Tunku Muzaffar 
hah Tunku Ibrahim and 10 accom- 
panying policemen and demanded the 
parangs back. To avoid an ugly inci- 
dent, the police complied. 

Eye witnesses agree that on 19 
November at Memali, near Baling, 20 
km from the Malaysian-Thai border, 
police Apo nen in the early morning 
to arrest Ibrahim. Suddenly a siren was 

„sounded and 400 armed villagers 


| streamed towards the double-storey 


- wooden house and village school where 


|- 45-year-old Ibrahim, better known as 
| “Ibrahim Libya," lived and taught 


religion. 

Ibrahim had lived there in a sort of 
self-imposed house arrest after deciding 
not to surrender to a warrant for his ar- 
rest issued under the Internal Security 
Act (ISA) on 1 September 1984. 

The official account says that as 200 
men from the police federal reserve unit 
and police field force entered the com- 
pound, the villagers, shouting “Allah 
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akbar” (God is great) ambushed them 
before they could reach the house. 
Fighting broke out with guns, parangs, 
poisoned arrows, catapults and lighted 
torches. One police unit, approaching 
from the rear, was attacked by women 
and children armed with bamboo 
spears, the police say. 

The clash lasted five hours and the 
police eventually had to bring up arm- 
oured vehicles. Besides the 18 dead, 20 
policemen and nine villagers were in- 
jured, and some had to be rushed to 
hospital. 

fter an initial 24-hour news black- 
out, acting Prime Minister Datuk Musa 
Hitam revealed there were 37 wanted 
men in the house at the time of the inci- 
dent, including Ibrahim. Charges 
against them ranged from rioting, carry- 
ing offensive weapons, issuing criminal 
threats, restraining police officers in 
their duties and giving protection to 
other criminals. Two of the wanted men 
survived the clash, but the fate of the 
others is not known. 

Fighting between security forces and 
civilians is rare in Malaysia. The whole 
nation reeled from the shock of what at 
first appeared to be a religious distur- 
bance, reminiscent of a notorious inci- 
dent in 1980 in which white-robed and 
hooded men, believed to be followers of 
an unorthodox Muslim sect, attacked 
the police station at Batu Pahat, Johor, 
in broad daylight which resulted in the 
death of eight of the attackers. 


HF ut the villagers' version of the latest 
incident gives it a different com- 

lexion from the official one. One vil- 
ager said the police came in “as if they 
were going to war." Villagers and Pas 
officials object to the label “criminals” 
attached to Ibrahim and his followers. 
"We want to know exactly what crimes 
were committed and the names of the 36 
‘criminals’ Ibrahim had purportedly 
iven shelter to," said Pas president 
usof Rawa. 

But apart from that challenge, Pas 
seems to have distanced itself from the 
events at Memali as much as possible. 
For though Ibrahim was a Pas stalwart 
— having stood for elections in 1978 and 
1982 as a Pas candidate and having once 
been a Pas branch chief for Baling — 
Pas leaders in Kuala Lumpur them- 
selves said they did not know the details 
of that day's events and what led up to 
them. 

Ibrahim was one of a group of six Pas 
speakers wanted under the ISA since 
last year. The others — Boni Amin, 
Mohamed Sabu, Abu Bakar Chik, 
Abdul Razak Daud and Suhaimi Said — 
had all been arrested last year or early 





Ibrahim: communal leader. 
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this year. Ibrahim alone remained free. 
But resisting arrest was Ibrahim's per- 
sonal decision, said one Pas man. 

On the ground as well as at state 
level, Pas leaders feel that Memali was 
an isolated incident — while noting 
there are many more religious teachers 
of Ibrahim's stature and skill or even 
better. 

"If the police had not come down 
200-strong with riot squads and armour- 
ed vehicles, bloodshed could have been 
avoided," said a Pas leader from a 
nearby village. *They had many other 
chances of arresting Ibrahim in the past 
year, when he travelled to a nearby fun- 
eral for instance, without involving 
women and children." 

Musa admitted that the police had 
underestimated the numbers, weapons 
and bitterness simmering inside Ib- 
rahim's compound. Two village Umno 
youths claim the police had attempted 
arrest twice before but failed. 

Conflicting information has raised 

uestions of whether police provoked 
the incident by the manner in which 
they mounted the operations, or whe- 
ther Ibrahim's supporters had "asked 
for it” by taunting the police for 
months past, and helping him resist 
arrest by posting 24-hour guards on his 
house. 

Obviously Ibrahim and his guards 
were prepared for attack, hence the 
siren appealing for help. Police said 
they recovered an assortment of 
weapons — parangs, knives, poisoned 
arrows, Catapults, one shotgun and sev- 
eral molotov cocktails. 

But villagers disputed some of the 
claims, pointing out that what were de- 
scribed as “bamboo spears” were ac- 
tually pret of village fencing, pulled 
out of the ground when the battle 
began. And they pointed out that 
puns are commonly issued to mem- 

ers of the civilian volunteer co 
(Rela), especially in villages near the 
border. 

In Musa’s special address in parlia- 
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ment explaining the incident to the na- 
tion, he said: "The government would 
act harshly against those who challenge 
the nation’s laws or disrupt public 
order. Such groups must know that they 
cannot flout the law." 

But Pas figures from nearby villages 
maintained that “Ibrahim Libya" — a 
nickname he gained for having studied 
there — was no criminal. He was once 
active in the Malaysian Muslim Youth 
Movement (Abim) and fought beside 
former Abim chief Anwar Ibrahim, 
now agriculture minister, in a famous 
1974 peasant anti-hunger demonstra- 
tion in Baling. 

Ibrahim worked as religious officer 
in the Prime Ministers Department 
under the late Tun Abdul Razak and 
often appeared on religious TV pro- 
grammes. Later, when he joined Pas, he 
became one of its better-known Islamic 
speakers, both within and outside 
Kedah. 





n the year since he was wanted under 

the ISA, he opened a Pondok — 
a village religious school with very 
strong roots in Kedah — fulfilling an old 
ambition, said a Pas leader from a 
neighbouring village. Some of the 
women caught in the clash that Tuesday 
were merely cooking the communal 
food for the some 200 children studying 
at the pondok, he said. Others had 
come to visit their children, as young as 
five or six, who were boarders. 

In rural societies, the religious 
teacher continues to command unques- 
tioned respect. Thus the villagers 
rushed to Ibrahim’s aid, not because 
they were his followers in the sense of 
being cultists, but, more to help their 
communal leader, the same Pas official 
said. 

Remote and poverty-stricken areas 
in Kedah's hinterland tend to favour 
Pas. The villages surrounding Baling 
are typical — mostly inhabited by rub- 
ber smallholders and some mere tap- 
pers, with household incomes averaging 
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M$200 (US$80) a month. 
Musa himself identified 
Memali as being 90% Pas. 
The Umno-Pas tussle for influence 
has intensified with Pas' increased ac- 
tivity since its defeat in the 1982 elec- 
tions. In January, fighting between sup- 
porters of the rival parties ended in one 
death and four injured in Lubuk Mer- 
bau, also in Kedah, during the Padang 
Terap by-election. More recently, an 
Umno ceramah in Rusila, Trengganu, 
home village of prominent Pas orator 
Abdul Hadi Awang, had to be called off 
when Pas supporters grew boisterous, 
and their heckling drowned out the 
Umno gathering. 

Two Umno youths in Memali 
claimed they had often been afraid of 
attacks by hard-core Pas youths and 
were among those who lodged com- 
plaints of harassment with police and 
state Umno leaders. Now they are 
afraid of retaliation for the 19 
November killings. 

Kampung Memali and many villages 
within the hinterland Baling-Sik district 
are now in mourning. The elders shake 
their heads muttering that “we |Mus- 
lims] are fighting among ourselves.” 
Thirteen of the 14 civilians killed were 
given a Muslim warrior's burial in a 
mass grave, at Parit Panjang, another 
Pas stronghold, 64 km away. The 14th 
was buried in his hometown near Alor 
Star. 

The police apparently wanted to 
avoid provoking another incident by 
having the 13 buried in their home vil- 
lages in or around Memali, within the 
curfew area. But the emotive effect of 
13 graves together, already visited by 
7,000 people, may prove a bitter re- 
minder for years to come. 

The label mati syahid — death, fight- 
ing for the Islamic cause — is also very 
provocative among rural Muslims, and 
already a low-key debate has started be- 
tween village Umno and Pas figures as 
to whether or not those who died in 
Memali died a “syahid” death. o 





FOREIGN RELATIONS 


The Chinese 
question 


Mahathir’s visit to China is 
coloured by racial sensitivities 


By Mary Lee in Peking 

alaysian Prime Minister Datuk Seri 
Mahathir Mohamad’s first official 
visit to China on 20-28 November was 
laced with pragmatism about relations 
with China but also with suspicion and 
distrust of the communists. Beneath the 
official descriptions that the visit was “a 
success,” the visit demonstrated just 
how far Malaysia — because of racial 
considerations — must go to catch up 
with Singapore's non diglora but 
burgeoning business 





relations with 
China, analysts said. The three agree- 
ments Mahathir signed — on dou- 
ble taxation, a processing joint ven- 
ture and a memorandum of under- 
standing on direct trade were 
hardly “achievements,” businessmen 
said. 

China and Mahathir, who had been 
warned by aides that he would not make 
any progress on the outstanding obsta- 
cle to improved Sino-Malaysian official 
ties — the Chinese Communist Party's 
(CCP) continued moral support for 
the outlawed Communist Party of 
Malaya (CPM) — side-stepped the issue 
by acknowledging each other's position 
on this “core issue” and decided to con- 
centrate on trade issues instead. 
Mahathir, after all, was accompanied by 
130 leading businessmen, the largest 
trade delegation Malaysia has ever sent 
anywhere. 

By the time Mahathir was due to 
leave Peking for Shanghai and points 
south, he had further downgraded the 
issue of CCP-CPM ties to “a minor 
problem," which he said could be cir- 
cumvented. He also called the issue an 
"internal problem." Asked about Ma- 
laysia's "suspicion and distrust," to 
which he had referred in a speech to 600 
students and faculty members at Qing- 
hua University, Mahathir explained ata 
press conference: “We feel very com- 
fortable with the present Chinese 
leadership. However, we still feel it is 
possible for changes to take place. We 
have to maintain this attitude, this 
scrutiny of our relationship all the time 
to make sure that if there is any change. 
we will not be caught napping. We ac- 
cept the assurances given by the present 
Chinese leadership that they have no in- 
tention of doing anything harmful to 
their Southeast Asian neighbours. But 
the fact remains that within [Malaysia], 
we have problems and some of these 
problems are from people who feel they 
can call on the might of China to support 
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an internal than international prob- 
lem.” 

At Qinghua University, Mahathir 
also spoke of Malaysia’s concern over 
competition from China in capital and 
export markets as well as its military 
modernisation. “Historically, small 
countries on the peripheries of a big and 
powerful state have always had reason 
to be wary,” Mahathir said. “In this con- 
nection, we welcome the many assur- 
ances that China will never seek 
hegemony and will never do anything to 
harm us... I ask that you understand 
us, if despite these assurances, some 
concerns linger on, for . . . trust does not 
come easily to us in view of our past ex- 
periences. " 

Analysts said Mahathir's China trip 
was aimed at rallying Malaysian 
Chinese political support — a necessary 
move given the long-standing disarray 
in the Malaysian Chinese Association, 


the dominant ethnic Chinese political 
party in Malaysia’s ruling National 
Front. However, Mahathir complained 
to Chinese Premier Zhao Ziyang about 
China’s “special treatment” of ethnic 
Chinese Malaysian businessmen and 
asked that “deals would be open to all 
Malaysians.” One source explained: 
“Peking’s current approach [capitalis- 
ing on common ethnic and cultural ties 
with ethnic Chinese in Southeast Asia] 
creates a lot of suspicion among non- 
Chinese. China has to be more con- 
scious of the fact that there are 140 mil- 
lion pairs of Malay and Indonesian eyes 
watching them." 

The Malaysian prime minister pro- 
posed that direct trade, including barter, 
be vigorously pursued instead of relying 
on Hongkong and Singapore as middle- 
men. However, many Malaysian busi- 
nessmen felt that unless their govern- 
ment relaxed controls on visits to China, 
Mahathir was only talking *a lot of hot 
air." oO 


" r2 
A d 
M uw 
Ü 









— HITS ES 


| —. 
BTE TEE S 
v y [ E- j eet, 
MALES iy! cts M 
n2 x 






E nd 


PEE 1 
"I s’ 
— 


hc E d S a TTE 2: P M 





Gorbachov and Reagan discuss Kabul settlement 


By Nayan Chanda in Washington 


s the dust begins to settle after the 

two-day summit talks in Geneva 
between US President Reagan and 
Soviet leader Mikhail Gorbachov, there 
is cautious optimism in Washington that 
Moscow may be edging towards a settle- 
ment of the Afghanistan problem. The 
outcome of the next round of UN-spon- 
sored “proximity talks” in Geneva be- 
ginning on 16 December could reveal 
whether there is indeed any shift in the 
Soviet position or if the optimism is just 
post-summit euphoria. 

While no progress was made on re- 
solving the central issue of arms control 
or on any other major issue dividing the 
superpowers, One surprising exception 
seems to have been Afghanistan. 
Reagan said that he found “evidence 
that they [the Soviet Union] want a solu- 
tion” to the Afghanistan problem. 
Reagan told the US Congress after the 
summit that his administration has de- 
cided to “intensify our meetings with 
the Soviets” on regional conflicts. The 

resident’s national security adviser, 

obert McFarlane, also said in a TV in- 
terview that “there may be some possi- 
bility of solving” the Afghanistan prob- 
lem. 

No details of the “evidence” of the 
Soviets’ desire for a solution have been 
made available. However, US officials 
said in Geneva that in their private talks 
the two leaders treated the Afghanistan 
question “at some length,” though the 
tenor of their conversations remained a 
closely held secret. 

Pressed for details about the Soviet 
position, US Secretary of State George 
Shultz told a TV interviewer that Gor- 
bachov “had some interesting — and a 
little bit different — things to say.” Was 
Gorbachov willing to give a timetable 
for a Soviet pullout from Afghanistan? 
the interviewer asked. “I thought there 
were some indications," Shultz replied, 
adding that: both Reagan and Gor- 
bachov agreed tliat there has to be a po- 
litical settlement in Afghanistan. 

During the same interview, Shultz 
also mentioned the forthcoming round 
of UN-sponsored indirect talks between 
Afghanistan and Pakistan in Geneva 
and said: "We will want to see what we 
can do to support success in that negoti- 
ation." 

Shultz's statement that the Soviets 
could be ready to give a timetable for 
withdrawal has taken mid-level admin- 
istration officials by surprise. “If that in- 
deed is the case, we are seeing a break- 
through," said one incredulous official, 
when informed of Shultz's remark. “But 
I am not aware of anything that would 
give me hope,” he said. 

However, sources suggested that it is 


possible that unfamiliarity with the de- 
tails of the Afghanistan problem led 
Reagan to read new meaning into Gor- 
bachov's apparent desire for a political 
settlement. The fact that little detail 
from the talks has filtered through the 
bureaucracy makes it impossible for ob- 
servers and analysts to assess the new- 
ness of the Soviet position. A frustrated 
official called the secretive White 
House a "medieval barony imposed 
over a bloated bureaucracy.” 

The administration's willingness to 
"support success" in the proximity talks 
in Geneva is not new. But in the context 
of a possible Soviet readiness to set a 
withdrawal timetable, Washington's 
support for the UN-sponsored negotia- 
tions could acquire a new significance. 
The US has many times publicly stated 
its support for the endeavour of UN spe- 
cial envoy Diego Cordovez to bring 
about a settlement through indirect 
talks between Pakistan and Afghanis- 
tan. Washington has also announced 
that it is “prepared to guarantee a com- 
prehensive and balanced settlement in 
Afghanistan . . . predicated on a com- 
plete withdrawal of Soviet forces in a 
fixed and reasonable length of time." 


A: envisioned by Cordovez, a politi- 
cal settlement would consist of five 
separate documents. There would be: 
two bilateral agreements between 
Kabul and Islamabad to end Pakistani 
upper for the anti-Soviet mujahideen 
rebels and one permitting the return of 
Afghan refugees from Pakistan; one 
agreement between Kabul and Moscow 
on the withdrawal of Soviet troops; one 
or more declarations on international 
guarantees, and an instrument that 
would set out the inter-relationship be- 
tween the first two bilateral agreements 
and the one involving troop withdrawal. 

During a round of proximity talks in 
June, drafts of the two bilateral agree- 
ments to be signed by Pakistan and Af- 
ghanistan were completed. Sources said 
an agreement on non-intervention went 
into great detail, promising an end to 
Pakistani support for the mujahideens 
and giving the Kabul government assur- 
ances on non-interference in Pakistan's 


‘internal affairs. An agreement on the 


voluntary return of Afghan refugees 
now residing in Pakistan also provided 
detailed arrangements for their repatri- 
ation under the auspices of the UN High 
Commissioner for Refugees and help in 
their rehabilitation. 

Since the August round, however, 
the proximity talks have been stalled be- 
cause of the Soviet-Afghan refusal to 
agree to a troop-withdrawal timetable 
until Pakistan accepts direct negotia- 
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give up its trump card before receiving a 
Soviet guarantee of withdrawal. 

The US too, refused formally to 
commit itself to guarantee the agree- 
ments about non-intervention in the ab- 
sence of a Soviet timetable. Washington 
also strongly opposes direct talks be- 
tween Kabul and Islamabad without a 
withdrawal timetable. 

Thus the stalemate in the Geneva 
talks on Afghanistan could be broken 
only with an understanding between 
Moscow and Washington. The US 
adopted a new approach on Afghanis- 
tan earlier this year, disclaiming any de- 
sire to “bleed” the Soviet Union in Af- 
 ghanistan, as the administration put it. 
Reagan informed Indian Prime Minis- 
ter Rajiv Gandhi of the new US ap- 
proach when the latter told him of Gor- 


bachov's willingness to seek a political 
settlement in Afghanistan, linking a 
withdrawal timetable with cessation of 
foreign support for the mujahideens. 

While the bleeder school of thought 
in the administration — which seeks to 
use Afghanistan as a tool to weaken 
Moscow — is in a minority, the "dealer" 
school believes that by inflicting more 
pain on the Soviets and intensifying po- 
litical pressure, Moscow can be forced 
into a settlement. 


S covert military assistance to the 

! mujahideen has jumped from US$30 
million in 1979 to US$280 million in 
1985. In a surprise move, shortly before 
the end of the US fiscal year on 30 Sep- 
tember 1985, the administration trans- 
ferred US$250 million from a CIA 
covert fund for fiscal 1985 to provide ad- 
ditional aid to the mujahideens. By re- 
moving these funds from accounts al- 
. ready appropriated for fiscal 1985, the 
. administration has doubled mujahideen 


— 


The amount would be spent to build 
up stocks of small arms, grenade launch- 
ers, ammunition and possibly Redeye 
ground-to-air heat-seeking missiles. 
The new US aid could considerably 
heighten Soviet losses. Some 9,000 
Soviets are believed to have been killed 
and 16,000 wounded since 1979, along 
with the loss of some 600 aircraft. 

The measure of international pres- 
sure and isolation Moscow has been fac- 
ing over Afghanistan was demonstrated 
by a 122-19 UN vote in mid-November 
in support of a resolution demanding 
immediate Soviet withdrawal. On 20 
November, the UN issued an unusually 
strongly worded report condemning 
“foreign troops” in Afghanistan. 

Felix Ermacora, an Austrian profes- 


sor serving as a special UN investigator, 


visited Afghan refugee camps in Pakis- 
tan and submitted a report accusing the 
Soviet Union (without naming Mos- 





cow) of “indiscriminate mass killings of 
civilians — particularly women and 
children.” The report said that the 
Kabul government, “with heavy sup- 
port from foreign troops, acts with great 
serverity against opponents or sus- 
pected opponents of the regime without 
any respect. for human-rights obliga- 
tions." | 
International condemnations and in- 
creasing military and political pressure 
may eventually make:Moscow amena- 
ble to find an honourable way out. But 


US officials privately say that the Soviet 


withdrawal alone is not going to solve 
the problem. Although.seven mujahi- 
deen groups — under pressure from 
Pakistan — came together. in a loose 
umbrella organisation called the Islamic 
Alliance of Afghan Holy Warriors in 
May, the mujahideen remain deeply di- 
vided. Any Soviet withdrawal without a 
political reconciliation and unity among 
resistance fighters is sure to result in a 
bloody civil war. De os 
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e communists pay belated respects to Chen Duxiu | 


David Bonavia in Hongkong 
feature of most communist revolu- 
tions is that they reject and often 


heir earliest pioneers, but decades - 


“may. re-evaluate their role in a 
re favourable light. 

e Chinese leadership has recently 

d to take a more even-handed at- 

towards Chen Duxiu, the Anhui- 

intellectual who was the main 
ader of the Chinese Communist 
ty (CCP), but for his pains was ex- 

ed from itin 1929. 

In its issue of 30 October, Peking's 

uangming Daily said that Chen and 
colleagues "erected the two magnifi- 

t banners of democracy and science 

1e old China of that time.’ 

Chen, unlike the late president Liu 
qi, has not been completely ab- 
d of his “mistakes” in the early 
d of the communist party in the 
s. He is still criticised for leaning to- 

ards "Trotskyism," though much of 

mr was m in communist 


hen is not the only — —— to 
ave been rehabilitated recently. Pe- 
ng TV has shown the first episode in a 
es whitewashing Liu and even the 
‘Taiwan president Chiang Kai-shek 
Tecently earned unexpected praise 
om Peking for his resistance to the Ja- 
se in World War II. 
1e Guangming Daily article recalls 
hat Chen was born in 1879 and received 
excellent classical education, which 
d not deter him from involving himself 
he various revolutionary movements 
llowing the mutiny of the Wuchang 
frison in 1911. 
eral revolutionary periodicals, and 
as active in the patriotic May Fourth 
vement of 1919. 
As-a political theorist, Chen was 
ped all his life by the difficulty 
ting a Marxist revolution be- 
he proletariat had been suffi- 
lv oppressed by the bourgeosie. 


d great problems sorting out 


is mind whether there must be a 
nocratic" revolution of the capi- 


| bourgeosie before socialist and. 


revolutions could be carried 


jite his ideological problem, the 


ig news aper wrote, Chen made 


reat contributions as an early Marxist 
pagandist in China, and was one of 
€ important founders of the Chinese 
munist Party.” 
But it added: 
ruggle he failed to continue to trans- 
tm those things which were incom- 
ible with Marxism. This was an im- 


He founded or edited | ^^ | 
Chen: still críticised. 


“In the practice of 


portant reason why he followed an er- 
roneous path in later periods.” 

During the stormy 1920s, when 
the CCP was in its infancy, Chen “de- 
fended the revolutionary principles of 
Marxism . . . He led the entire party to 
implement the strategy and guiding 
principles of united front work adopted 
by the Third National Congress of the 


Communist Party.” But he continued to 


hold a “Right deviationist” position 
over the role of the proletariat in the 
Chinese “bourgeois democratie revolu- 
tion.” 

Chen is partially blamed for the de- 
bacle of 1927, when Chiang ordered the 


massacre of thousands of communists | 


who had joined the Kuomintang in the 


interests of national unity but had 


angered him by setting up à rival gov- 
ernment at Wuhan when he had already 
carried the Northern Expedition against 
the warlords as far as Nanjing and 
Shanghai. 


Reine the defeats suffered by 


the communists in the 1920s, “we 
should not just put all the blame on 
Chen Duxiu," the newspaper said. The 
revolutionary forces were weak com- 
pared with those of Chiang and the var- 
ious big warlords who controlled most 
of China until 1928, and large parts of it 
still thereafter. — 

The Communist Third International 


. controlled by Moscow also made mis- 


takes in the analysis of the situation in 
China, and tried repeatedly to interfere 
with the. work of Chinese 


re- 


| 
| 
| 
| 


at the party s first congress in 1921, was 
stripped of this title at a meeting in 1927. 
Depressed by this, Chen became 
pessmistic about the prospects for vio- 
lent revolution and became an exponent 
of peaceful change through parliamen- 
tary action. 

But his mind was evidently confused, 
because he became increasingly af- 
fected by Trotkyist (ultra-leftist) ideas 
and organised a small political move- 
ment dedicated to them. Accused of 
"liquidationism" and * 'splittism" in the 
party, he was formally expelled from it 
in 1929. Thereafter he leaned towards 
organisation of the proletariat, and 
founded a Trotskyist journal to propa- 
gate his views. 

In 1932 Chen was arrested by the 
Kuomintang police and spent five years 
in prison, On emerging in 1937, he 
found himself quite out of touch with 
the revolutionary struggle and died a 
disappointed man in 1942, 

Why should the Chinese leadership 
choose to forgive Chen — even partially 
— at this stage of the ideological effort 
to discredit Maoism? For one thing 
Chen was a formidable intellectual, 
probably one reason why Mao disliked 
him. And Chen's early espousal of the 
"democratic revolution” was contrary 
to Mao's policy of armed struggle... 

In the post- 1949 period, there was no 
room for cult figures other than Mao 
himself. The men who founded the 
party were regarded. as being of lesser 
import than those who had fought its 
wärs. ` 

But recently the party, under the guid- 
ance. of Deng Xiaoping, has reversed 
its erstwhile disregard for intellectuals 
and theorists, and is trying to restore 
their self-confidence in the interests of 
the Four Modernisations programme of 
economic development. To re-evaluate 
Chen means that intellectuals who sin- 
cerely have the interests of the country 
at heart may come forward again, to 
serve in responsible positions from 
which they were driven by the Red 
Guards commanded. by Mao and the 
Gang of Four. > | 

The other message: of Chen's s post- 
humous rehabilitation is that the party is 
not entirely ruthless nor incapable of 
recognising its errors. Chen was mis- 
guided in some of his views, it seems, 


but his personal contribution to the rev- 


olution should not be disregarded. 

Of course, something similar can be 
said about Mao. But most Chinese peo- 
ple are not yetatthe psychological stage 
where they could entertain tolerance or 
affection for Mao. That will take a long 
time. Meanwhile, his successors are try- 
ing hard to show that o are * open 
minded and fair — eve s the 
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“SINCE 1867 
PRECIOUS LIGHTERS AND PENS 
ARE SIGNED CARTIER" 
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The power to shape Asia's future is in the 
hands of the people who read The Far Eastern 
Economic Review. 

Because incredibly, of all the purchase 
decisions that affect the region's huge potential 
growth, around half are made by our readers. 

They control the corporate and government 
funds tnat buy everything from afforestation 
Know-how to petrochemical plants. 

IN fact, when you consider that a full 96% of 
Our readers are in business, government and 
tne professions, that six in ten in business are on 
the board, and that nine out of ten in 
government are instrumental in policy-making, 
you ll realise The Review is an enormously 
powerful medium. 

Which is why over sixty of the world's most 
enterprising industrial concerns find it a thriving 
environment for their advertising. 

lf youre marketing the materials or 
the resources needed to build the 
future, go straight to the source 
of power 
Use The Review. 

Because together X 
we can move £ à 
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HIGH TECHNOLOGY 


IT GIVES NEW MEANING TO THE WORD "COMFORT 


OUR NEW AIR FRANCE PREM 
RECLINER 

THE MOST-RESEARCHED, THE / 
COMFORTABLE SEAT IN THE A 
EVERY CONTOUR CALCULATI 
YOUR BODY. COMPLETE! 
AUTOMATIC ADJUSTMENT 

IT RESPONDS FROM HEAI 

AT THE TOUCH OF A SINGLE B 
SO YOU CAN RELAX IN 

THAT'S IDEAL FOR YOU 

OUR NEW RECLINER. IT'S ALREADY 
MOST AIR FRANCE B 7475.1 
CLASS. IT WILL BE ON EVERY | 
DECEMBER 25, 1985. JUST AN 
EXAMPLE OF THE HIGH LEVE 
TECHNOLOGY YOU FIND WHI 
FLY AIR FRANCE 
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WE'RE AIMING EVEN HIGHER 


Because you can’t be every place your money is, you nee 
a private banker who can. 





If you're an individual who has substantial assets to manage 
worldwide, you need a partner who has a global —— 

No one can give you that like a Private Banker from Chase. 

Your Chase Private Banker will work closely with you to gain an 
intimate understanding of your financial goals, then utilize the power and 











Private Banking International. Hong Kong: Alexandra House, 23rd floor, 7 Des Voeux Road, Tel: (5) 8414606; Singapore: Shell Tower, 6th floor, Raffles Plac: Tel: 2242888 
rnt f l Rh. , I- nifurt. Lue i 


reach of the Chase network to make those goals reality. 
Our record of performance is enviable. And the fact that most oj 
our new clients are referred to us by our existing clients c for itself. 
We invite you to talk with a Chase International Private Banker. 


Discover the advantages of being in more than one place at the same time. 


The Chase Partnership 
Ta CHASE 





Today, Saab-Scania automotive and 
aerospace activities include passenger cars, 
trucks and buses, commercial and military 
aircraft, satellites and missiles. So that when 
you face up to modern transport technology 
you come face to face with Saab-Scania. 





Face to face with Saab-Scania 


Over the years the Saab-Scania Group has 
established a solid record of sales, profitability 
and return on investment in what are generally 
considered tough markets. That record has been 
achieved by a consistent policy of providing 
high quality, high performance products to meet 
specific demands. 

The foundation for such an achievement is 
provided by almost a century of innovation and 
engineering skill. Few companies can rival our 
breadth of knowledge and product range across 
the entire field of specialized transport 
technology. The results of a long tradition, 
technological know-how and a commitment to 
continued innovation. 

The Saab-Scania symbol summarizes that 


experience and ability. Combining the elements SAAB-SCANIA 


of our past into a declaration for the future. Leaders in specialized transport technology. 


Saab-Scania AB, 5-581 BB Linkoping. Sweden 
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NM Profite ity i he ultimate reason for any office or business 
z x B adole: That's why Canon makes sure your first steps 
* toward Office automation are also your most profitable. 


With Canon's A-200 Personal Computer, you save right 
from the start! You get built-in compatibility that lets you 
run thousands of business softwares designed for the IBM 
PC and PC-XT — without having to pay the price! So even 
the most budget-minded businesses can do word 
processing, spreadsheets, even business graphics to out- 
impress their big competitors. 


But that's not all. The Canon A-200 family 

can give you much more: 

* More speed in processing and display 
through a true 16-bit 8086 microprocessor, 
and memory that easily expands from a 
standard 256 KB to a mammoth 512 KB of 
computing power! 

* More drive with a choice of mini floppy 
disk model (360 KB X 2), or hard disk 
model with mini floppy drive (360 KB) and 
hard disk drive (10 MB). 

* More expandability through built-in 
interfaces that free more slots for 
add-on peripherals. 

* More programmability by using ja. 
industry standard MS-DOS™ and 
GW-BASIC™. So you can use 
thousands of off-the-shelf 
programs without spending a 
bundle. 

* More printers for your money. 
Only Canon gives you such a 











/s A-200 Personal Computer, 
r savec d becomes more dollars earned 


choice of advanced printing technologies. Dot impact for 

speed. Thermal transfer for letter-quality copy. Color ink-jet 

for brilliant graphics. Even the most advanced laser beam 
printer for top quality and speed! 

e More support because Canon's technological expertise 
is recognized worldwide in products that range from 
cameras to office machines. You get the kind of quality 
and dependability no money can buy. 

Now, if those aren't reasons enough, come see for 
yourself at the Canon dealer nearest you. 
You'll find no other computer that makes 
more business sense that the Canon A-20f 


AWO 


-$8 


COMPUTER SYSTEMS 4f 


Canon inc. Tokyo. Japen 

Regional Office in South mt. Asia: 

Canon Hong Kong Trading C 

Hong Kong: ms 

Jardine Marketing Services Lig Tel. 58572783 
indonesia: 

Datascrip Office Systems PT Te 413508 

Malaysia: 

Muipha Treding Sun Bhd (Canon Dision) Tet 556066 


Philippines: 
— Inc mp Tet. 85-5011 
ion Systems Technologies Tec 4531-58 


Prisco 

Canon Marketing Services Pte Lid. Tel. 2735311 
Sri Lanka: 

Metropolitan Agencies Lid Tet 598547 


Thailand: 
FMA Corporation Lid. Tat: 2350156 


"IBM is a registered trademark of international 
Business Machines Corporation 
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Whatever became of l 
First Class travel in Asia? 


While many airlines have been reducing or even abandoning their First Class service in the Far East. 





we re not only keeping ours, but improving it. 

In our fleet of Super TriStars, we're increasing the size of our First Class cabins to give you lots more space 
We're putting ir relaxing Dozer seats so you can put your feet up even on short stretches 

We're adding more storage space for hand luggage and even suit bags - 
What remains unchanged however. is our 


Cathay Pacific First Class. On every one of our flights. 


uncompromisingly First Class service 


in Asia and around the world 
After all, we want vou to arrive in the best 


[x sible shape ; 
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|e. HEADLI! ES these — are fu of | 
| miraculous survivals, from air crashes, | Post of 12 November: 


1 earthquakes and volcanic eruptions. 
| But the Malay Mail, reporting the res- Sty dy Says 
brain bypass operation 


‘cue of a child i in southern Italy in Sep- 
tember, in an item spotted by H. R. | 
Quiring, could have more happily ex- 
d it: ! | 












de headline. — must Have bens iss ewhat 
| embarrassed. by a headline over one of 
_! | his recent stories in the FT, whose sub- 
j- | editors are apparently unable to distin- 
F guish between Thail id and Taiwan: 


ÁO * — 












sella an aulincr dnd a ——— cat ry- 
j| ing British Prime Minister Margaret 
d Thatcher: 






med for bank collapse 
BY 808 | KING INC TAIPEI : 


: The Ministry ordered "Tenth 

Wan Garira nt Credit, à sort of mgtüst savings 

ipee for a recent and loen group. 10 cease its 
ng FK gs rtm mcmoria nhau Pii P ima ES 


* POPUL ATION pressures are un- 
doubtedly one of the elements com- 
plicating: Indo-Pakistan relations, but 
Zahid Adamjee of Karachi does not feel 
that these are what the sub-editor of 
Pakistan's Daily News had in mind with 
the following headline: 


RELATIONS WITH PAKISTAN 
Indian ournalist's 
call to condomn 

extremist t elements 


€ “SUBVERSIVES in Taiwan?" 
queries Emily Hanchett of San Diego in 
the US who received a communication 
from an unusually named firmin T aipet: 


tet df ne M * 
has mii tbe ph 







| Maggie misses death 
in mid-air blunder | 





| 
1 
| 
== 
e TAIWAN' S China Post reported on. 
Li- October that, shortly before the 
celebration of the 30th anniversary of 
the founding of the province of. Xin- 
Jiang, two men had been arrested for 
stealing landmines and guns. Evidently. 
the China Post headline writer had had || 
recourse to the office thesaurus, which 







appears to have been an edition ĉon- ` 
taining some pretty slangy synonyms, 
for the item was baldly headed: 





Arms thefts in Sinkiang 


bugger Communist AERE 
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That cutting was spotted by Tom | | 

_Crichton who, together with Bob King 

. who is the London Financial Times cor- 

respondent in Taipei, found this classic | — 
headline in the China Post of 19, Oc- | 

tober: Bie y 














the 11 November edition of the Peking 
Review, China announced new im- 
ab | provements. to its communications. But 
: | some upside-down letters in the head- 
—|j line made it appear the satellite was to 

| be launched from an: ——— silo: 
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to explain another in Taiwan's China | 







€ IN the Business. and Trade. sectión of 


liz Fire given no , Alarm; — — be quick, but 


among the frustrated touri 
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tions Council. 





Japanese tricks — 

e BACK to the Philippines, : a T 
item in the Manila Times Journal. 
ted by Douglas Dunn, was quoting 
sident Ferdinand Marcos (FM) « 
reasons why he is standing for re-e 
tion — on the grounds that he could. 
abandon.the people now. The unfoi 
nate headline writer, however, om 
some vital quotation marks, and hel 
confirm what the opposition have b 
saying all along: 


FMsa * he'sr 
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went fr om dra tar a holid 
Andaman Islands — an expe: 
does not recommend to any 
all foreign visitors were not a 
move outside of the Port Blai 
pal area. There were strong 


























whe PER 


were some "Russian friends" on. 
land whom they were not suppo 
see. 














One slight relief in an other 
pleasant holiday were the | 
quite incomprehensible fire ins 
| printed in the Port Blair news 
The Daily Telegram, a govert 
p A 






























jy Robert Manning in Washington 


J aced with a burgeoning anti-nuclear 
movement in the South Pacific and 
vith its two largest overseas bases in the 
'hilippines in jeopardy, the US is about 
o consolidate a strategic defence arc in 
he region as legislation that would turn 
Micronesia into a permanent US depen- 
lency nears final approval in congress. 

. In the penultimate chapter of the 
tory of paradise lost, the four trust ter- 
itories of Micronesia Northern 
Aarianas, the Marshall Islands, the 
derated States of Micronesia (FSM) 
id Palau —- are soon to become perma- 
ntly linked to the US. The Northern 
arianas opted for US commonwealth 
tatus in 1976, but the US will not attain 
ormal sovereignty until pending legis- 
ation is passed by both houses of con- 
ress and signed into law by President 
Reagan. 

*. The Marshalls, the FSM and Palau 
iave voted for quasi-independent status 
inder a "Compact of Free Associa- 
ion." Because of a conflict between the 
proposed compact and an anti-nuclear 
clause in the Palau Constitution, legisla- 
tion concerning only the Marshalls and 
the FSM is currently before the con- 
gress, with the proposed compact for 
Palau to be approved after resolution of 
he constitutional problem. 

"Fhe US Senate recently approved 
he compact for the Marshalls and the 
'SM, and the house is likely to accept 
he senate's version of it. If thé compact 
1Ceets no opposition in the house, it 
uld be on Reagan's desk for signing 
nto law before the end of the. year. 
‘While the Northern Marianas have a 
tatus similar to that of Puerto Rico, the 
hree other territories will have limited 
elf-government and authority to con- 
ct foreign affairs, in consultation with 
ashington. But the limits of their self- 
ule will be defined by perceived US 
'ategic interests. 

The essential bargain of the compact 
/hich, when approved, will end 38 
ars of US administration under a UN 
isteeship, is that in exchange for some 
JS$3 billion in grant aid the US is to 
lave "full authority and responsibility 
security and defence matters;” the 
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acilities and, perhaps most. signifi- 
antly, "the option to foreclose access 
Or use" of the territories by "any third 
country.’ | ; 

This gives the US "strategic denial" 
over a vast area encompassing 2,000 is- 
lands with 135,000 people spread over 3 
million An miles in an arc stretching 
about 2,500 miles east of the southern 
Philippines. Moreover, the US already 















ption to- use and ‘establish military. 


he archipelago is about to become a US dependency 


has a key facility at Kwajalein, the 
world's largest atoll, in the Marshall Is- 
lands which is being used for testing the 
MX intercontinental ballistic missile 
and equipment earmarked for the "Star 
Wars" programme. In addition, Wash- 


‘ington is considering possible bases in 


Saipan, Tinian and Palau which, along | 
with Guam, are viewed as fall-back po- 
sitions should the US be forced to leave 
its military bases in the Philippines. 

The complex 400-page compact pro- 
vides a plethora of grant aid for the ter- 
ritories — to compensate them for the 
US military's use of their land — to fund 
their governments and, in the case of 
the Marshalls, to settle claims of victims 
of US nuclear bomb tests on Bikini and 
Enewetok in the 1940s and 1950s. 

The Marshalls, for example, are to 
receive US$26 million over the first five 
years of the compact, US$22 million 
during the next five years and US$19 
million in the five years thereafter. At 
least 40% of this must be spent on eco- 
nomic development in accordance with 
plans approved by the US. In addition 
Majuro, a part of the Marshalls, is to re- 
cieve USS$1I.9 million for the use of its 
land for US military facilities and US$9 
million is to be provided annually to 
some 5,000 Kwajalein landowners. In 
addition, the US will provide US$2 mil- 
lion annually for energy, US$300,000 
for communications systems, US$2.2 
million for enforcement of maritime 
zones and a scholarship fund. 

One of the most controversial as- 
pects of the compact in regard to the 
Marshalls is the formula worked out to 
compensate for damage resulting from 
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eh oculi iada ái least USS18 mil- 





lion a year for 15 years for the nuclear 
victims, while the prinicipal will remain 
a fund to cover future claims. The quid 
pro quo is that some US$5 billion in 
outstanding lawsuits against the US, 
and future. lawsuits, would become 
void. 

The FSM Government is to receive 
US$60 million annually for the first five 
years after the compact takes effect, 

US$51 million during the second five- 
year period and US$40 million over the 
next five years. At least 40% of these 
grant funds must be used to implement 
US-approved economic development 
plans. In addition, Washington is to 
provide funds for energy (US$3 million 
annually), health : care, maritime opera- 
tions and as compensation for the im- 
pact of US military activities. 

The compact would prohibit the US 
from testing m Ope or disposing 
of any nuclear, chemical or toxic 
weapons in cithei the FSM or the Mar- 
shalls. An attorney described this provi- 
sion as “a bit like closing the stable door 
after the horses have gone. 


égally: the free association status 
s would continue until one or more 
parties decide to terminate it, but US fi- 
nancial obligations — with an exception 
in the case of Kwajalein — would expire 
after 15 years, as do US defence rights 
and responsibilities. US officials told 
the REVIEW it is likely that Washington 
would renegotiate a continuation of the 
compact before expiry. In the case of 
Palau, the duration. of the compact, 
which has yet to be submitted to con- 
gress, would be 50 years, during which 
time the US would provide about US$! 
billion in aid. 
Although the Marshalls, the FSM 
and Palau all approved the compact in 











tion of the accord. Most recently con- 
gressional objections to some of the 
compact's tax and trade provisions and 
divisions within the Reagan administra- 
tion on these issues had stalled ap- 
proval, though the senate agreed on 
resolving the trade and tax prob- 
lems before approving the compact 
and passing. it mine: to. the house for 








ie hou that the compact 
would create tax havens for US citizens 
and corporations and that the Microne- 

sian islands might become an export 
platform used to evade US import 
quotas on textiles and other goods led 

. | the house to dramatically alter the pro- 
|. posed compact, a version of which it ap- 
proved in July. An official of the Office 

of Micronesian Status Negotiations said 


Ithe house version “gutted the original - 
Icompact and removed tax and trade- 


iprovisions which could aid the islands to 
lure investment and lessen dependency 
on the US." 

In particular the house, under pres- 
sure from the US tuna fish lobby, 
excluded tuna (which exist in. abun- 
dance in Micronesia) from a list. of 
goods which are to be permitted to enter 
the US duty free. Asthe US does not ac- 
cept any 200-mile offshore economic 
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license to fish i in hee waters. A senate 
source said that a regional agreement on 
the issue would be likely in the not too 
distant future. 

Administration lobbying in the Re- 
publican-controlled senate appears to 
have restored most of the provisions in 
the original compact. The recently ap- 
prov 'ed senate version would restore full 
duty-free treatment, including tuna. 
Textiles also would be allowed in, sub- 
ject to pre-existing treaties affecting US 
territories. At least 35% value added in 
Micronesia would be required for goods 
to qualify as being Micronesian exports, 
but 15% of the value added could come 
from US goods and services. 

On tax, the senate version allows 
subsidiaries of US firms to avoid taxes 
on 80% of their income and ends tax Ha- 
bility for US citizens making US$80,000 
a year or under who reside in Micro- 
nesia at least six months of the year. 

To compensate for the loss of the 
Micronesian territories’ ability to issue 
tax-free bonds, the senate passed an 
amendment to the compact granting au- 
thority to establish an economic deve- 
lopment fund, to be subsidised by 

Washington. The goal would be to gen- 
erate business in. Micronesia, particu- 
larly in joint ventures with US com- 
panies 
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then be approved by the Ù 


The Palau Constitution requires a 
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More recently, a So et 
ment signed with Kiribati, tc 
and west of the Marshalls, ted 
State Department to issue a thi 
statement of concern in Aug 
bati granted Moscow fishing ri 
US$2.7 million a year. but. 


































US officials said the Soviets offe: 
rative fishing agreements toa nt 
island states in the region, bi 
Kiribati accepted. 






























"he State Department. 

said that begmning in — 
Soviets "began to take a m 
interest in developing a bre 
lationship. with the South Pe 
The statement said the Soviets 
presence in the island states for 
scientific research programme 
at identifying offshore mH 
sources. The statement descri 
cOw's more recent efforts im 1 
gion as “a much more ambitio 
to establish a foothold in the.‘ 
Pacific." > 
. Such Soviet moves add to the 
termination to achieve “strates 
nial” to Moscow. A senior US ol 
said: “We're buying ourselves 2m 
sq miles of strategic denial in 
mesia,” | 

A US official conceded. 
38 years of US administraty 
‘has turned Micronesia into. 
welfare state dependent on. 
aid. More than 60% of all 
ployment on the islands i 
ernment-related, and 
the budgets for the Micro 
territories are financed 4 
US. “We ve ke sat them | i 
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pact would alter the relation: 
welfare programmes to blo 
which, in theory at least, cov 
ate economic development to so 
gree. : 
ff the compact is approved” 
house and signed by Reag 
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and he FSM must agree on. a (d 

hegin implementation. 
Palau is being. tre 
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vote for any agreement which ce 
with its prohibition on nuclear v 
pons. In order to resolve this cont 
the US has conducted extensive ne 
ations with Palau and. acce 
well-placed sources, the Pei 
now prepared to abide by 
on.the use, testing and 
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- | By Salamat Ali in New Delhi 


7 ES ome five years after it was first pro- 
| posed by the then Bangladesh presi- 
| dent Ziaur Rahman in 1980, the South 
-| Asian Association for Regional Coope- 
| ration (SAARC) is to be launched for- 
-| mally by the heads of governments of 
| the seven member states due to meet in 
| Dhaka on 7-8 December. The SAARC 
= membership comprises Bangladesh, 
| Bhutan, India, Maldives, Nepal, Pakis- 
| tan and Sri Lanka, and officials and 
| foreign ministers of these countries are 
| due to meet from 3 December onwards 
| in various sessions leading to the sum- 
mit. 
| — Like Asean and the Gulf Coopera- 
| tion Council, the emergence of which 
|] also nudged the Subcontinent towards 
_ regional cooperation, the SAARC is an 
| institutional arrangement to encourage 
| mutual cooperation among member 
| states. But because of the suspicions, 
| dissensions and even hostility endemic 
| in the region, the objectives of SAARC 
| have been left open-ended and the 
- immediate areas of cooperation have 
- been defined precisely to allay mutual 
| fears. 
| In terms of power politics, SAARC 
- does not imply containment of India, 
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By Lincoln Kaye in Jakarta 


N early 2,000 senior blue-collar work- 
ers have been abruptly laid off this 
3 month and thousands more are 
| threatened with dismissal for their com- 
| munist union affiliations of more than 
| 20 years ago. The rash of sackings has 
| hit public and private companies alike in 
| the oil as well as goods and services in- 
| dustries in Java and Sumatra. 

| The red-baiting tenor of the mass 


| 
j 


dismissals accords with the ideology of 
| President Suharto's New Order govern- 
| ment, which came to power in the wake 
| of the aborted 1965 coup that it blames 
— en the now-outlawed Indonesian Com- 
| munist Party (PKI). 

Lest Western aid donors or would-be 
| activists misread Jakarta’s cautious 
| trade overtures to Soviet-bloc states and 
| China, the government recently under- 
| scored its anti-communist credentials by 
arresting alleged communist infiltrators 
and executing four long-held PKI pri- 
soners. 

Such measures are no more than 

















‘In Asean’s footsteps - 


| South Asian heads set to launch new regional body 
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for it is clearly laid down that all bilat- 
eral and contentious issues will be 
excluded from its consideration. It is 
also laid down that all decisions would 
have to be unanimous, which means 
every member state has a veto. This 
takes care of India's fear of its small 
neighbours numerically dominating the 
organisation and of its small neigh- 
bours' fear of their gigantic neighbour 
ramming unpleasant decisions. down 
their throats. 

Zia's idea had run into initial suspi- 
cions from the two major South Asian 
adversaries, India and Pakistan, with 
New Delhi suspecting him of trying to 
gang up with the other Subcontinental 
states against it, and Islamabad ap- 
prehending that he might be playing 
cat's paw for India in what it believes to 
be India's inexorable drive to dominate 
the region. SAARC became a reality 
only because of Bangladesh's patience 
and persistence and behind-the-scenes 
friendly goadings by some non-regional 
powers. Bangladesh was  shrewd 
enough to take a back seat when cir- 
cumstances required and pushed Nepal 
and Sri Lanka into the lead in the quiet 
diplomacy to convince India and Pakis- 


| A red rash of sackings 


_| Thousands of workers linked to communism lose their jobs 


"business as usual for a security-obsess- 
ed government," a Jakarta-based Third 
World diplomat said. The object is sim- 
ply to remove from the scene hardcore 
political enemies of the state. 

The mass firings, however, could re- 
politicise large numbers of otherwise 
non-ideologically oriented working- 
class people and turn them loose in the 
villages and urban slums just at a time 
when the economy appears to be nosing 
into- a protracted downturn and the 
country is gearing up for a general elec- 
tion in 1987. 

The timing could not have been 
more different from the last wholesale 
layoffs of PKI unionists in 1974, 
squarely between elections and just at 
the start of the first oil boom. Diploma- 
tic and commercial Jakarta-watchers 
were left wondering: why now? 

Government and industry spokes- 
men had a ready enough answer to this 
question, at least for the 1,700 petro- 
leum workers whose dismissal triggered 
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1965, loyal volunteers: red-baiti 
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Officials and technical experts of the 
seven countries meeting for the past 
four years and the foreign ministers 
overseeing the technical committees’ 
work for the past two-and-half years 
have identified nine areas of coopera- 
tion. These are postal services, telecom- 
munications, science and technology, 
health and population planning, rural 
development, sports, arts and culture, 
meteorology, transport services and ag- 
riculture. Trade and industry have been 
left out deliberately to overcome some 
of the members' fears of India's vast and 
expanding economy. 


uperficially, there is no political con- 

tent to the SAARC except for the 
political will of the regional states to 
cooperate. However, with the seven 
heads of government meeting as a group 
for the first time in the history of the 
Subcontinent, it is difficult to see how 
the summit could ignore the upsetting 
situation in which it is meeting. The revo- 
lution in neighbouring Iran, the Iraq- 
Iran war and the fallout of the continu- 
ing military presence of the Soviet 
Union in Afghanistan are not events un- 
related to the Subcontinent. Among 
others, the aim of SAARC is defined as 
strengthening of "cooperation among 
the seven countries in the international 
forums on matters of common interest" 
and enhancing "mutual trust, under- 
standing and appreciation. of one 
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the wave of other layoffs. The oil indus- 
try, the spokesmen say, which still ac- 
counts for nearly two-thirds of In- 
donesia s tax and foreign-exchange 
earnings despite the government's di- 
versification efforts is simply too impor- 
tant strategically to risk infiltration by 
persons of doubtful loyalty. 

Vigilance, the spokesmen assert, 
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| to “promote and strengthen collective 
self-reliance among the countries of 
South Asia." 

One positive factor is the backdrop 
of a generational change in India's poli- 
tical leadership. Each of Indian Prime 
Minister Rajiv Gandhi's counterparts in 
the other six South Asian states has de- 
clared Gandhi's style as different from 
that of his mother and remarked that 
more cordiality could be expected in re- 
lations with India. Various steps Gan- 
dhi has taken so far have not con- 
tradicted these assertions. 

In his dealings with Sri Lanka, Gan- 
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viet soldier in Afghanistan: impact on the Subconti 


Tamil militants based in India and en- 
forced a strict ban on their import of 
arms into India by seizing weapons con- 
signments that could have escaped 
notice in the past. During his last visit to 
Kathmandu, he assured Nepal of sym- 
pathetic consideration of its proposal 
for declaring Nepal a zone of peace. He 
assured Bangladesh of the level of 
supplies of Ganga waters that had been 
guaranteed under a bilateral agreement 
which expired in 1982. In his relations 
with Pakistan, despite the strong fric- 
tion over the nuclear issue, Gandhi has 
hinted that a treaty of friendship, in- 
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pact, could become a reality early next 
year. next 


he public-relations line in SAARC 

countries is that, unlike Asean which 
took nine years to launch at the summit 
level, the Subcontinent has taken only 
five from the date it was first proposed 
by Zia. It is also predicted confidently 
that SAARC would agree to meet at the 
summit level at least once in two years. 
Another possibility on the cards is the 


creation of a permanent secretariat of 


the organisation as proposed by Pakis- 
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tan. As one Indian diplomat put it: “The — 


SAARC representing | billion people: 


— almost a quarter of the human race — 
is the biggest organisation of its kind 
and has tremendous potential for 
mutual cooperation in the years to 
come." 

Despite such a hopeful backdrop, 
however, not many expect the SAARC 
summit to achieve a spectacular politi- 
cal breakthrough. The list of contenti- 
ous issues confronting the member 
states is highly complex and formidable; 
and India, which is at the centre of these 
issues, is unlikely to shift from 
bilateralism to multilateralism in deal- 
ings with its neighbours. Diplomats” 
pre-summit outlook is that the seven 
leaders could opt to confine themselves 
in public to non-contentious areas, 
trusting the theory that this would 
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complicated political issues can be ad- 
dressed fruitfully. oO 
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must be maintained even against such | alone number in the “hundreds of | Indonesia. The government means to P 
lowly employees as the just-sacked.| thousands,” the researcher said. The | signal its even-handedness in dealing | 
warehousemen and maintenance work- | government recently set at 1.7 million | with threats from the extreme Left as {Pi 
ers — 960 of whom worked for the state | the number of former communists on | well as the extreme Right, the argument. ff 
oil company, Pertamina. whom it means to keep tabs. PKI lead- | goes, while at the same time warning fa 
These workers have been marked for | ers in the 1960s estimated their party's | potential agitators of any ideological 7 
dismissal ever since the Command for | supporters at 20 million. If the sackings | stripe to lie low in the election run-up. 12 
the Restoration of Security and Order | of PKI-linked ex-unionists became A few commentators suggest the fir- pa 
(Kopkamtib) issued an order in the | widespread, the researcher said, the | ings might be a retort to an anonymous | 
early 1970s barring “class-2 com- | vital-industries argument could wear | pamphlet now making the rounds of |. 
munists" — suspected members of left- | rather thin. several parliamentary offices. The 
ist organisations — from jobs in "vital broadside resurrects — with scanty sup- T 
industries.” In fact, a source close to T* political layoffs could all too easily | porting evidence — the recurring f 
Kopkamtib said, they were lucky to snowball. the researcher said. Low- | rumour that certain key government fig- 
have hung onto their jobs for so long in | level bureaucrats, motivated by herdin- | ures are throwbacks to the Moscow TX 
the meantime. The delay, which al- | stinct or misplaced caution, could bring | wing of the PKT. overlooked in the post- f 
lowed some of the laid-off workers to | pressure to bear. Indeed, some Sumat- | 1965 bloodbath in which hundreds of 3 
accumulate pension benefits as high as | ran plantation operators and Central | thousands of pro-Peking communists 9 
Rps 25,000 (US$22.30), merely repre- | Javanese industrial executives privately | died: n 
sented the amount of timc it took Per- | confirmed receiving such hints from Others find an explanation in the up- | 
tamina to train replacements, Per- | their regulators. And even without offi- | coming conference of the All-Indonesta E 
tamina said. cial urging, some enterprises could cyni- | Labour Federation, at which rival lead- | 
Within a week of the oilfield layoffs, | cally climb aboard the red-baiting | ers will vie for board representation and |) 
an East Javanese freight forwarder an- | bandwagon to trim back their work- | the 21 remaining craft unions will be N 
nounced it had sacked 50-odd blue-col- | force in these recessionary times. fused into half that number or less for Pa 
lar workers who had formerly belonged Aside from the security and econo- | greater manageability under the gov- 1— 
to communist-affiliated unions. A gov- | mic aspects of the layoffs, diplomats and | ernment's non-confrontational labour fi 
ernment-linked social researcher ex- | other Jakarta-watchers remain at a loss | strategy. The purging of one-time com> 7 7 
pressed concern that other enterprises | to explain convincingly the political | munist unionists might serve as a timely f 


could well follow suit, even without any 

top-level official directives to do so. 
The number of people affected could 

be substantial. 


Class-2 communists 





point of the exercise. Some suggest it 
might be a counterpoise to a continuing 
series of subversion proceedings against 
Muslim militants in courts throughout 


reminder both to labour leaders and the 
rank and file that the free-wheeling un- 
ionism of the past will no longer be 
brooked. 
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Towards the summit 
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Chun and Kim Il Sung prepare the way for a meeting 


By Ron Richardson in Seoul 


Fus of the latest round of working- 
level talks between North and South 
Korea has heightened the possibility of 
a summit meeting between South 
Korea's President Chun Doo Hwan and 
North Korea's aging leader, Kim Il 
Sung. Secret negotiations aimed at set- 
ting up such a meeting are believed to be 
under way, following an exchange of 
visits in September by Ho Dam, a top 
Pyongyang official closely identified 
with Kim Jong Il, the North Korean 
heir-apparent, and a South Korean rep- 
resentative, believed to have been 
Chang Se Dong, the director of the Na- 
tional Security Planning Agency (NSPA 
— the renamed Korean Central Intelli- 
gence Agency). 

Seoul and Pyongyang denied, almost 
in unison, reports in the Japanese press 
in mid-September that Ho had visited 
Seoul and met Chun. However, in con- 
tacts with senior diplomats based in 
Seoul, South Korean officials are far 
from discounting the reports. “We be- 
lieve the visit took place," one well- 
informed Asian diplomat told the 
REVIEW. “Privately the South Koreans 
don't deny it, though they won't con- 
firm it, either." The same applies to the 
return visit by the NSPA chief. 

Preparations for a summit meeting 
would inevitably eclipse various con- 
tacts which have been dragging on all 

ear between North and South Korean 

ureaucrats aimed at developing a 
dialogue or setting up some form of eco- 
nomic, humanitarian, political and 
sports interchange across the Korean 
ceasefire line. 

Far from signalling failure of the 
summit preliminaries, the total lack of 

rogress in the latest talks at Panmun- 
om on 20 November aimed at establish- 
ing limited trade and investment rela- 
tions is seen by analysts as further pres- 
sure towards a summit meeting. All that 
the two sides were able to agree on was 
to meet again on 22 January. Chun is 
known to be impatient with the stagna- 
tion in the lower-level talks and this, it is 
thought, would lead him to consider 
northern overtures for a top-level meet- 
ing despite concern in some quarters 
that Seoul has no consensus on a 
long-term accommodation with the 
North. 

Analysts of North Korean affairs in 
Seoul point out that neither side has 
anything to lose through secret con- 
tacts. Such meetings took place in 1972 

rior to the first — fruitless — contacts 
Eeveen the governments of the two 
halves of the Korean peninsula, so dip- 
lomaticly Pyongyang is giving away no- 


Chun; Kim Jong ll: the succession at stake. 


thing new in terms of its recognition of 


the South Korean regime. In the past 
five years Pyongyang has publicly gone 
as far as acknowledging the South Ko- 
rean Government and Prime Minister 
by their formal titles. Within North 
Korea, Knowledge of the contacts is 
totally suppressed by censorship of the 
media, controlling any domestic reper- 
cussions. 

Seoul, for its part, has been seeking a 
summit meeting with the North since 
the 1970s when then president Park 
Chung Hee offered to meet the elder 
Kim “anytime, any place.” Chun re- 
newed that call not long after he was 


| struggle after his father's death is by no 


means certain. 

In return for the huge political bonus 
a summit would give Chun, analysts 
suggest Kim would expect the Southern 
leader to make the journey to Pyong- 
yang for the meeting — in a Confucian 
society such as Korea's, a highly sym- 
bolic gesture. 

The pressure on Pyongyang to seek a 
breakthrough in relations with Seoul at 
this time is seen as two-fold. Now that 
Pyongyang has strengthened its re- 
lationship with Moscow in the wake of 
much-enhanced military ties (REVIEW, 
7 Nov.), it must manoeuvre diplomati- 
cally to prevent China from cutting the 
ground from under its feet by opening 
de facto relations with Seoul, especially 
with the Seoul Olympics only two-and- 
a-half years off. 

More importantly, the younger Kim 
needs a breakthrough in relations with 
Seoul to acquire the nationalist creden- 
tials to legitimise his claim to the leader- 


elected to the presidency in 1981. How- | ship. Lee Dong Bok, for 10 years a 


ever, no mention of such an effort has 
yet appeared in the domestic media 
(apart from the denial by Seoul and, 
curiously, Pyongyang of Ho's visit) and 
issues of foreign publications carrying 
the “rumours” have been banned. 


hun. who is under increasing pres- 

sure for his lacklustre performance in 
the face of mounting economic and poli- 
tical problems, could gain much-needed 
political prestige if he succeeded in what 
to most South Koreans appears the 
near-impossible task of luring the North 
to the summit table. 

However, there would be consider- 
able risks involved for both sides if the 
meeting did take place. Kim, by attend- 
ing a top-level meeting, would be mak- 
ing a major concession in dealing with 
the previously reviled Chun and would 
only be willing to give so much in order 
to ensure the succession of his son. The 
fact that he is apparently willing to con- 
sider such a concession suggests that a 
victory by Kim Jong Il in the power 





senior member of the group which 
shaped Seoul's negotiating strategy to- 
wards the North, suggests this is the real 
pressure on the elder Kim. 

How the North would transfer the 
credit for a summit from the father to 
the son is a political problem which is 
not beyond Pyongyang's ability to man- 
age, analysts say. It is clear that Kim 
Jong Il is controlling dealings with the 
South. Ho, who was chosen as the 
envoy to Seoul, is a member of the Ko- 
rean Workers Party (KWP) secretariat 
— the younger Kim's power base — and 
is chiefly responsible for South Korean 
affairs within the party. Ho is related to 
the Kims by marriage and was among 
the first representatives in the KWP top 
hierarchy of the "new generation" 
cadres — the core group supporting the 
rise of Kim Jong Il. 

South Korean academics who ac- 
companied a Red Cross delegation to 
Pyongyang in August to discuss the 
reunion of families divided by the Ko- 
rean War, were left in no doubt that the 
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stantly referred to the younger Kim dur- 
ing informal conversation with the 
South Koreans. 

Han believes. Kim may be seeking 
contacts with the South not only to im- 
prove his claim to power, but to defuse 
inter-Korean tension so that the North 
can concentrate its attention on its 
pressing economic problems — an area 
which is at the centre of his concern and 
which, ultimately, will determine if he 
survives or fails. Kim Kihwan, the chief 
Seoul delegate to the South-North eco- 
nomic talks, also sees the hand of the 
younger Kim behind the meetings he 
has had at Panmunjom with Northern 
representatives. For example, refer- 
ence to various economic concepts are 
in the same terms used in written works 
by Kim Jong Il. So the stakes for the 
North in a summit meeting. may be no 
less than the successful transfer of 


power from the 73-year-old Kim Tl Sung 


to his 43-year-old son. 


or Chun the gamble in a meeting is 
| rather different. Politically he has no- 
thing to lose if he can come away with 
enough to justify travelling to Pyong- 


yang — which would have to be assured 
before he would consider the trip in the 
first place. But as one analyst of inter- 
Korean affairs put it: “The government 
seems to be rushing towards a summit 
without thinking deeply enough about 
it." Some analysts fear that a Chun-Kim 
meeting is being looked on as an end in 
itself; and that there is not within either 
the South Korean Government nor so- 
ciety generally a consensus on North- 
South relations after a rapprochement. 

One area of risk is the effect of closer 
relations with the North on the growing 
anti-American sentiment among some 
of South Korea's highly vocal and pro- 
gressively more militant students. An- 
other could be the effect on relations 
with the US itself which maintains in 
South Korea 40,000 servicemen and 
facilities which are vital to its own secu- 
rity interests in Northeast Asia, as well 
as those of South Korea. 

But perhaps the greatest uncertainty 
is the attitude of the South Korean army 
which has held a pre-eminent political 

osition since the 1961 coup which 

rought Park to power. A key factor in 
that takeover was an imminent threat of 
large-scale contacts between South Ko- 
rean students and their counterparts in 
the North. Given the military's deep 
and probably well-founded distrust of 
Pyongyang's longer-term ambitions, it 
is not at all clear if the army is any more 










_ North Korea now than it was a genera- 
* tion ago. ii 








prepared for a closer relationship with. |. 


—— 


ey ert Se 


res 





Tira in^ Sinan 
PARTEN 


Banking-Credit Suisse. 


Since its establishment in 1856, 
Credit Suisse has assisted domestic 
and international corporations, 
governments and supra-national 
organizations in successfully floating 
debt and equity issues. Issuers 
throughout the world have come to 
rely on the long-standing experience 
and placing power of Credit Suisse 
for their capital market financing and 
investment needs. And for good 
reasons. 125 years in investment 
banking and its close partnership with 
Credit Suisse First Boston have 
made Credit Suisse one of the leading 
issuing and distributing financial insti- 
tutions in the world. 

Moreover, underwriting specia 
lists are involved in the latest issuing 
and syndication techniques, are 





Suisse First Boston managed and co-managed 
- worldwide debt issues aggregating an 
3. equivalent of almost US $ 60'000'000'000. 
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working around the clock in an inter 
national network to meet clients’ = 
needs and are dealing with clients.áfi 
their own language. 
As borrowers become in- 
creasingly aggressive in tapping inter 
national capital markets, they are ` 
relying on the expertise of Credit 
Suisse and its partners for investing 
and commercial banking needs. 
How about you! 
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E OX Banquo's ghost, China's bitter 
e rivalry with Vietnam hovers over 
Peking's current relations with North 
| Korea. The prospect of yet another 
- heavily armed, independent-minded, 
neighbouring communist state moving 
much closer to the Soviet Union has 
| a ae ranked among Peking’s worst 
rategic nightmares. To the Chinese, 
itive relations with North Korea 
ave therefore been less important for 
Bhat they achieved than for what they 
ie helped avoid — the prospect that 
eus might shift its primary politi- 
- cal loyalties towards Moscow and away 
- from Peking. 
x President Kim Il Sung has long 
. understood Chinese anxieties and the 
- leverage afforded him because of the 
‘Sino-Soviet rivalry. However, North 
a Korea has rarely sought to balance its 
lations with the two communist 
g ziants. For reasons of history as well as 
E: ultural affinity, Kim has generally 
de: ined towards the Chinese, who have 
k ^d been more solicitous and suppor- 
tive of his needs. For nearly three de- 
cades, Soviet leaders (especially Leonid 
EE — had little use for the North 
.oreans, whom they viewed as ungrate- 
ful unpredictable and defiantly inde- 
pe endent. As a result, the Soviet Union 
rely sought to capitalise on its periodic 
opportunities to secure closer relations 
h Pyongyang at the expense of the 
inese. 
— However, these circumstances may 
— now be changing. Kim's trip to Moscow 
(dn May 1984 — his first visit to the Soviet 
ital in more than two decades — pre- 
f saged the rapid acceleration of Soviet- 
- North Korean relations during 1985. 
| For the first time in 15 years, major 
viet military aid deliveries (most 
"n prominently, several dozen MiG23 
- fighter aircraft long sought by Pyong- 
5 yang) has resumed. According to vari- 
. ous press reports, Pyongyang has also 
permitted the Soviet Union overflight 
rights of North Korean territory for in- 
| a igence gathering purposes. Several 
squadrons of Soviet air defence fighters 
e d a small naval detachment made 
ehly publicised visits to North Korea 
À in ay and August. Expressions of poli- 
| tical support for the Soviet Union — in- 
cluding glowing depictions of it as ally 
— and liberator — have become a regular 
| feature in the North Korean media. 
Most recently (in ceremonies on 7 
November marking the anniversary of 
ik the Bolshevik Revolution), this in- 
- cluded a North Korean endorsement of 
| Mikhail Gorbachov's call for an All- 
í _ Asian Security Conference — a step 
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F Peking stands back - 
| as Moscow courts Kim 

















































that not even Vietnam has vet been pre- 
pared to take. 

At least in public, the Chinese have 
reacted to this dramatic turn of events 
with a nonchalance bordering on pas- 
sivity. In mid-September, a Foreign 
Ministry spokesman not only endorsed 
the improvement in Soviet-North Ko- 
rean relations, but described these 
developments as part of Pyongyang’s ef- 
fort (like that of China) to develop an 
independent foreign policy and broaden 
contacts with the outside world. It is ex- 
tremely doubtful that all Chinese offi- 
cials hold such a sanguine view. Yet 
Chinese spokesmen repeatedly insist 
that China is not confronting a "second 
Vietnam" along its far more strategi- 
cally important northeastern border, 
and further assert that Kim will not 
serve as a pawn for the Soviet Union's 
larger geopolitical objectives. 

Are the Chinese whistling in the 
dark? Do they have a strategy for arrest- 
ing what appears to be a serious erosion 
in their political standing in Pyongyang? 
Or does Peking's seeming equanimity in 
the face of recent developments mask 
underlying anxieties about the more 
long-term prospects for Sino-North Ko- 
rean relations as Pyongyang approaches 
the end of the Kim II Sung era? 


M ost Chinese observers profess con- 
tinued optimism about trends on the 

eninsula, since they believe Chinese- 

orth Korean relations remain very 
close. Equally important, Peking views 
the resumption of North-South talks 
since late 1984 as an extremely positive 
development. For the first time in more 
than a decade, the two sides locked in a 
bitter, heavily armed confrontation are 
engaged in discussions, though the 
course of such talks remains fitful and 
highly uneven. Peking asserts that the 
renewal and broadening of the North- 
South dialogue reflects Pyongyang’s de- 
sire to expand its contacts with the 
West. Leaders in China no doubt point 
to their own relations with the US and 
Japan in counselling the North to main- 
tain its present course. 


Jonathan D. Pollack is on the staff 
of the Rand Corporation, Santa 
Monica, California. His recent pub- 
lications include The Lessons of 


Coalition Politics — Sino-Ameri- 
can Security Relations (1984) and 
The Chinese Electronics Industry 
in Transition (1985). 








Yet the North Koreans remain very 
frustrated by their inability to achieve a 
real breakthrough in relations with the 
non-communist world. Pyongyang's al- 
leged interest in increased economic ties 
with the capitalist world has been 
greeted with widespread scepticism in 
Japan and elsewhere, with most obser- 
vers viewing the North Korean econ- 
omy as hopelessly locked into a rigid, 
highly centralised, autarkie develop- 
ment model. Similarly, the North's poli- 
tical appeals to the US and Japan have 
yielded almost no response, especially 
on the part of Washington. In addition, 
Pyongyang views with dismay Seoul's 
recent international accomplishments 
(notably, its hosting of the recent World 
Bank/IMF meetings as well as the 
awarding of the Asian Games of 1986 
and the 1988 Olympics). South Korea’s 
robust economic performance, though 
somewhat slowed at present, also con- 
tinues to Outpace that of the North, 
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a0; Shevardnadze: separate treatment. 


widening the already large economic 
gap between the two systems. 

Perhaps most frustrating for the 
North, China's leaders have increas- 
ingly gone their own way on the penin- 
sula. The Chinese now deal quietly but 
openly with the South Koreans in a var- 
iety of settings, including an indirect 
trade relationship that, according to 
most estimates, already exceeds China's 
trade with the North. China and South 
Korea have also negotiated directly and 
effectively in a series of recent crises in- 
volving Chinese ships and aircraft. In 
addition, China has dissociated itself 
from North Korea terrorist actions 
(most notably, the October 1983 bomb- 
ing at Rangoon) and set explicit limits to 
its economic, political and defence obli- 
gations to Pyongyang. 
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can exert m 


tion on the peninsula: they alone have 
the capability to deal credibly with both 
North and South, while they also enjo 
close links to the US and Japan which all 
three states have used to encourage re- 
pe stability and reduced tensions. 
nder such circumstances, the Chinese 
have emerged as a cautious "broker" 
between North Korea and the West. In 
striking contrast to their policy towards 
Vietnam, the Chinese urge the US and 
Japan to deal directly with North 
Korea, thus ending Pyongyang’s isola- 
tion. As a demonstration of North 
Korea's good faith, Chinese commen- 
tators now assert (in demonstrable con- 
tradiction to more than 30 years of 
North Korean policy) that Pyongyang 
no longer insists upon the withdrawal of 
US forces as a prerequisite to Korean 
unification. Through such encourage- 
ment, Peking hopes gradually to engage 
all parties in increased contact, thereby 
seeking to preclude a larger Soviet role 


on the peninsula by drawing Pyongyang 
into fuller relations with the non-com- 
munist world. 


he North Koreans do not relish the 

fact that a large measure of initiative 
has passed out of their hands. However 
close and long-standing Pyongyang's re- 
lations with China, North Korea fears 
that its vital interests are threatened b 
China's increased ties with the Sout 
and Peking's growing stake in positive 
relations with the West. Indeed, the dis- 
parity between Chinese and North Ko- 
rean depictions of the strategic environ- 
ment could not be more telling. Pyong- 
yang continues to issue a steady stream 
of ominous warnings about the immi- 
nence of war, the US nuclear threat to 
North Korea, and an emergent “US-Ja- 
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claims that are almost totally ignored by 
Peking. By contrast, China voices re- 
ated optimism that the opportunities 
or reducing tensions on the peninsula 
have never been better. It is in this con- 
text that North Korea has deemed it 
rudent — and perhaps essential — to 
improve its relations with the Soviet 
Union. 

What do the North Koreans gain by 
moving closer to Moscow? First, Pyong- 
yang's actions enable the North to es- 
cape its political predicament of exclu- 
sive dependence on the Chinese, who 
seem determined to chart their own 
course on the peninsula, regardless of 
the wishes of Kim. The warming of 
Soviet-North Korean relations conveys 
to Peking that Pyongyang (within 
limits) has political and economic alter- 
natives. The fact that the Soviet Union 
now seems far more intent on cultivat- 
ing such ties testifies to Moscow’s dip- 
lomatic activism under Gorbachov, 
much of it directed towards East Asia. 
Secondly, North Korea hopes that its 
actions will caution the Chinese from 
moving too far and too fast towards 
South Korea or towards further accom- 
modation with the US political and mili- 
tary presence in the region. Thirdly, the 
Soviet Union provides North Korea 
with vital assistance that China cannot 
— that is, weapons systems that help 
counter what Pyongyang views as the 
erosion of its military advantage on the 
peninsula. 

Recent indications of North Korea's 
separate treatment of relations with 
China and the Soviet Union seem some- 
what inauspicious for Peking. Following 
meetings with Soviet Foreign Minister 
Eduard Shevardnadze and Chinese 
Premier Zhao Ziyang at the United Na- 
tions in late October, North Korean 
Vice-President Pak Song Chol con- 
veyed greetings to “Comrade Mikhail 
Gorbachov,” whereas the reference to 
comrade was absent in Pak's expression 
of “cordial regards” to Deng Xiaoping 
and other senior Chinese leaders. 

A potentially even more telling indi- 
cation of North Korean unhappiness 
with Peking occurred during Vice-Pre- 
mier Li Peng's late October visit to 
Pyongyang to commemorate the 35th 
anniversary of China's entry into the 
Korean War. Although Li's party and 
state delegation was greeted warmly by 
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€ The North Koreans do not 
relish the fact that a large 
measure of initiative has 
passed out of their hands . . . 
[fearing their] vital interests 
are threatened by China's 
increased ties with the South 
and Peking's growing stake in 
positive relations with the 
West. 9 
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Kim Jong U was conspicuous by his ab- — 
sence. On the basis of political syr 
metry alone — Li was recently elevated 
to the Political Bureau of the Chinese © 
Communist Party and. is_ widely 

rumoured to be Zhao's probable succes- 
sor — the younger Kim would have 

been a highly appropriate partici and 
these meetings. However, unlike 3 
visit of Soviet First Deputy Geydar 
Aliyev during August, Kim Jong Il was - 
nowhere to be seen. His non pare 
tion did little to reassure leaders in Pe- 
king, who surely feel far more confident 

about their relations with the senior 
Kim than they do with the son and these 

tapped to succeed to political power 

with him. 
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ut Pyongyangs gestures seem 
more expressions of displeasure with 

Peking, rather than a desire for a major 
break in relations. The North Koreans 
would clearly prefer that China have no 
dealings at all with South Korea, but Pe- 
king sees unofficial ties as very much in 
its own interest, and will no longer ab- 
stain from such contacts out of deference | 
to Pyongyang. So long as China refrains — 
from actions with South Korea that con- 
vey officiality, and so long as China cone - 
tinues to voice strong declaratory sup- 
per for North Korean policy, Peki » 
lieves it has running room on the” 
peninsula. Under such conditions. the 
Chinese hope gently to nudge North” 
Korea in political and economic direc- 
tions akin to the changes that Peking it- 
self has undertaken in recent years, — 
at the same time that the Chinese 
deal more openly (if unofficially) with ` 
Seoul. 31 
Thus, the Chinese do not see the im- - 
rovements in Soviet-North Korean re- — 
ations fundamentally realigning they 
pattern of great power relations on the — 
peninsula. They do not feel that Mos 
cow wants seriously to alter the military 
balance or upset the uneasy peace be- - 
tween North and South. Nor do the” 
Chinese believe that Pyongyang — so - 
long the zealous guardian of its indepen- 
dence and freedom of action — is eager 
to become an outright strategic asset for 
Moscow in relation to the Soviet-US 
rivalry in East Asia. 
Yet China's strategy hardly seems ` 
risk-free. Although Peking may feel 
that over the long run it has more and 
better cards to play with Pyongyang ~ 
than does Moscow, the imponderables | 
of the North Korean succession must | 
weigh heavily in Chinese calculations. | 
Indeed, the Soviets may view renewed 
military aid to the North as providing T 
them significant leverage with. Pyong- f 
yang's future leaders where Peking 
little or none. Both Moscow and Peking 
can only watch, wait, and hope for the- 
best, since the true succession struggle 
i 
























in North Korea must await the death of 
Kim Il Sung. 1 
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|. By Salamat Ali in New Delhi 
ET? a foreigner, no member of the 
= M country's various religious commu- 
| nities symbolises India as unmistakably 
| F a turbaned and bewhiskered Sikh. 
- Until a couple years ago, due to most of 
| hiscountrymen's respect for his militant 
eae martial traits, dispropor- 
- tionately high representation in the 
— armed forces and the relatively high 
- level of his community's prosperity, the 
-. Sikh was described as the super citizen 
- of India. Now he feels he is a second- 
- elass citizen and ironically, his discon- 
tent is rooted as much in his prosperity 
as in his fear of losing it fast. 
| Apart from about 2.8 million living 
| all over the world, 7 million Sikhs are 
- concentrated in the rural areas of the 
| northwestern Indian state of Punjab 
| and constitute a little over 62 % of its 
- population. Because of considerable ini- 
— Otia governmental investment in irriga- 
tion and roads, India's Punjab, which 
was a mere dust bowl at the dawn of the 
country's independence in 1947, is now 
“India’s granary. The hardy Sikh peasant 
‘now produces many times Punjab’s own 
annual requirement of wheat, rice, cot- 
ton, sugar cane and other agricultural 
commodities. The remittances Punjab 
— receives each year from its workers em- 
ployed abroad, its soldiers in the Indian 
| pu from army pensions total well 
ET 7 billion (US$580.9 million). Be- 
— sides, Punjab has the highest per capita 
— income of any state in India. 
——  Ofall the rural communities in India, 
. the population of Punjab has the highest 
- standard of living. Peasant proprietors, 
- almost all of them Sikhs, live in reasona- 
- bly furnished houses equipped with all 
. the modern gadgets, from air condition- 
ers to TV sets — though, it must be said, 
- power shortage remains a constant com- 
- plaint. Video cassette libraries, milk 
bars and ice cream parlours thrive in 
"these villages. Although, the Sikh pea- 
"sant still swears by his Punjabi language 
— written in Gurumkhi script — the script 
"and language of his scriptures — he now 
= wants his children educated in English- 
de nguage schools. 
— [tisacurious phenomenon in Punjab 

- that while its general rate of literacy is 
not one of the highest in India, it has one 
- of the highest proportions of educated 
- unemployed. Apart from 53 colleges of- 
- fering courses leading to degrees, it has 
| one agricultural and three other univer- 
| sities churning out graduates who have 
| little taste for farming, no readily em- 
| ployable skills and no opportunity to be- 


| come farmers even if they want to. 
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From super citizen 
o man out of work 


Because of a ceiling placed on indi- 
vidual land holdings more than a decade 
ago, most land holdings have become 
fragmented. These holdings — are 
economical only because the families 
pool their land. But this makes several 
members of each family redundant on 
the farms. Graduating from universities 
and colleges, the sons of well-to-do 
farmers first seek a career in the armed 
forces. Their next preference is any 
white-collar job in the government or 
in business. Alternatively, they strive 
for a job abroad where they do work 
they would not even consider in India. 
They will drive taxis in Toronto or be 
waiters in Kuwait — occupations de- 
scribed at home as "transport business" 
or “hotel business," and marry an educat- 
ed girl among. their 
peers. These girls 
would not think of 
marrying such men if 
they were to accept the 
same jobs in India. 

The problems fac- 
ed by an increasing 
number of educated 
Sikh youths are exa- 
cerbated by the de- 
cline of work in the 
Gulf countries; that 
the government can 
offer only so many 
jobs in the civilian 
sector, and that small 
business and industry 
in Punjab have stag- 
nated in the past two 
years. In the armed 
forces the Sikhs al- 
ready account for al- 
most 22% of the of- 
ficer corps as against 
their 2% strength in India's total popu- 
lation. Additionally, as the armed forces 
are becoming increasingly oriented to- 
wards sophisticated technology, edu- 
cated young people from the big cities 
are acquiring an edge in the fierce com- 
petition for a military career. 


G‘ Baksh Singh Shergil, principal 
of one of the most prestigious Sikh 
educational institutions, Khalsa Col- 
lege, told the REVIEW at Amritsar: “I 
am at a loss to think of possible careers 
for mystudents. These young men want an 
urban life and also home comforts like 
hot and cold running water and all the 
electric gadgets that are so common in 
the villages now. That standard of living 
requires income levels that are almost 
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impossible to attain in the cities with the 
kind of jobs most of these young men 
can get, and even the low paid jobs are 
hard to come by." 

As for those who do not go through 
college, the opportunities are not any 
better. Farming is what Sikhs know best 
and so they tend to invest their surplus 
in land. This factor coupled with remit- 
tances from abroad has pushed up the 
price of farms, and the prevailing prices 
are out of all proportion to the current 
or potential productivity of the land. 
For years Sikhs have been buying land 
in the nearby states of Rajasthan, 
Himachal Pradesh. Haryana and west- 
ern parts of Uttar Pradesh. These states 
now have regulations making it impossi- 
ble for an outsider to buy agricultural 
property. Those who bought land be- 
fore the restrictions are also feeling un- 
easy because the original residents of 
those states are casting covetous eyes on 
farms made rich by Sikh investments 
and hard labour. 

Apart from farming and t ridi, s a 
main outlet for Sikh manpower has 


Sikh procession: rising unemployment. 





been the transport sector — from truck- 
ing to taxis. However, there is increas- 
ing pressure now from the locals in most 
states to close off even this avenue. 

The Sikhs’ own social prejudices 
make things worse. Those few Sikhs 
who are in business both in Punjab and, 
in much larger numbers, outside the 
state, are mainly from the Khatri caste. 
Immigrating from what is now Pakistan 
in 1947, the Khatri Sikhs have done ex- 
tremely well in business and are in the 
vanguard of the opposition to Sikh mili- 
tancy. 

There is money to be made in Pun- 
jab’s prosperous countryside in furni- 
ture making. But this is left largely 
to Ramgarhia Sikhs who were tradi- 
tionally artisans and now work as 
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e Jat Sikhs predominate in Pun- 
jab. They are peasants and so remain 
tied to the land, the armed forces or 
transport. Consequently this group pro- 
duces the largest number of frustrated 
unemployed, who are the hard core of 
Sikh extremism. H. S. Kahlon, acting 
convenor of the All India Sikh Students 
Federation, which calls the shots in Sikh 
militant politics, admitted that he failed 
twice in getting into the armed forces 
and “had I passed either of the two tests, 
I would not be talking to you now." 


po to this background is the 
widespread belief that the Punjab's 
agricultural prosperity has reached its 

eak, and henceforth can only diminish. 

ith many other states in India increas- 
ing their wheat and rice output, Punjabi 
peasants grow foodgrains only because 
they do not have any alternative. The 
Sikh peasant's labour remains profita- 
ble only because the government 


guarantees a constantly increasing sup- 
port price that makes Indian surplus 
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Militant Sikhs: economic reform. 


wheat uncompetitive in the interna- 
tional market. There is an all round 
realisation that Punjab has lost its ag- 
ricultural clout and will keep losing its 
importance as other states further in- 
crease their production. 

Against this backdrop. the Sikh 
militants find eager listeners for their 
theory of invidious Hindu attempts to 
emasculate the Sikhs and re-absorb 
Sikhs into Hinduism. The extremists 
argue that high-caste Hindus — hardly 
20% of Punjab's population — own 
80% of the state's business and industry 
and take up 60% of all urban employ- 
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small representation given to Sikhs goes 
to sects regarded as heretical by the Sikh 
mainstream, 

The mainstream Sikhs refuse to ac- 
knowledge the Radhaswamy sect as 
part of Sikhism. The sect is always 
headed by a Sikh, but is vegetarian and 
against all intoxicants. Similarly, the 
Nirankari sect is denounced as an at- 
tempt by the Hindus to adulterate the 
Sikh religion and bring it closer to Hin- 
duism. Nirankaris have been and con- 
tinue to be targets of attack by Sikh ter- 
rorists. The Namdhari sect, though not 
yet under open attack, is also frowned 
upon because of its different rituals and 
because it calls the head of the sect a 
guru. The Sikhs believe that after the 
death of the 10th and last guru almost 
three centuries ago, there cannot be any 
guru and it is sacrilegious for any Sikhs 
to adopt the title. 

Being a proselytising religion, Sikh- 
ism has experienced several revivalist 
movements. Apart from the current 
phase, the last one was towards the end 
of British rule in India when Sikhs, 
through British legislation, acquired the 
Statutory right to manage their shrines 
through an elected organisation of their 
community. Hindu priests, who until 
then presided over their temples, were 
thrown out, 

Although Sikhism is close to Muslim 
religious beliefs, including the Judaeo- 
Christian-Muslim emphasis on mono- 
theism, the do's and don'ts are not 
as strong as in the other monotheistic 
faiths. For instance, Sikhs freely inter- 
marry with Hindus and for that reason a 
large number of families in Punjab are 
mixed. However, in a bid to guard 
against dissipation of their faith under 
the influence of modernity, for example 
the shaving off of beards or cutting of 
hair, the revivalists preach a return to 
original practices of the faith and 
quote the last guru’s warning that the 
Sikhs shall prevail and triumph in 
every sphere so long as they remain 
true to their faith, but will lose if they 
follow the Brahmin “Hindu” prac- 
tices. 

Some sociologists argue that placat- 
ing Sikh masses will be a long haul and 
must be attempted primarily through 
economic measures. Punjab needs in- 
dustry, for now: irrespective of its 
enormous argicultural production, it 
does not have even such agro-based in- 
dustries as sugar factories or textiles 
mills. Besides, it is argued, Punjab has 
the infrastructure for hosting the elec- 
tronics industry which India has opted 
for in a big way. The argument is that 
since everyone accepts the Sikh as a 
highly pragmatic, adaptable and enter- 
prising human being, all that is needed 
to be bring him back into the 
mainstream is to open avenues for his 
talent and labour. Failing that, he will 
have to return to Punjab, thereby creat- 
ing a highly explosive situation. ü 





Once again 
the Ahmedis 
must move on 


By Jamal Rasheed in Rabwah 
I: the heart of Pakistan's Punjab pro- 
vince on the banks of the river Chenab 
is a once prosperous town, with lavish 
houses and evident urban planning. It is 
a strange place to find among otherwise 
drab villages, in a not so prosperous 
area; canal irrigation, which has made 
other farming villages rich, does not 
reach here. 

Until 1948 Rabwah was also a poor 
dusty village. Then, Pakistan's first 
prime minister Liaquat Ali Khan gave 
Rabwah to the Ahmedi sect for their 
centre, as a favour to his Ahmedi 
foreign minister Zafrullah Khan. Rab- 
wah developed into the world centre for 
the Atimedi sect, which now numbers 
some 10 million adherents. Three to 
four million live in Pakistan. Today 
Rabwah wears a desolate look, the big 
houses are locked up and empty, the 
young men have fled. President Zia-ul 
Haq's government has declared the 
Ahmedis to be “kafirs” or infidels 

Many are in jail for defying the law 
while ‘others have fled persecution in 
Pakistan and gone abroad. Mirza Tahir 
Ahmed, the spiritual leader of the 
Ahmedis is rallying international sup- 
port against religious discrimination. 
The Ahmedis have appealed to the UN 
Human Rights Commission and other 
human-rights bodies 

The Ahmedis believe that the 
Prophet Muhammed was not God's last 
prophet — the most important plank of 
the Muslim creed — but was followed 
by a prophet, Mirza Ghulam Ahmed, 
who was born in the Punjabi village of 
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their prophet, many sport distinctive 
beards cut close to the face. 

The Ahmedis fervently supported 
the idea of Pakistan and have produced 
some of the country's most able gener- 
als, and civil servants. Zafrullah Khan 
went on to become president of the In- 
ternational Court of Justice at The 
Hague and was one of the best known 
Pakistanis at the UN and other bodies. 
He died recently and now the regime is 
anxiously trying to wipe out his name 
from history books. Other prominent 
Ahmedis have included Nobel prize- 
winner in physics Dr Abdus Salam and 
Gen. Akhtar Malik, a hero of the 1965 
war with India. 

However, they have always been 
persecuted by fundamentalist Sunni 
mullahs in Pakistan, especially from the 
Jamaat-e-Islami. In 1953 a campaign led 
by the jamaat to have them declared a 
non-Muslim minority led to the first im- 
position of martial law in Lahore. In 
1974 the secular prime minister Zulfikar 


—Ali Bhutto bowed to mullah-orches- 
trated agitation and declared them non- 


Muslims. Although excluded from high 
litical office and from marrying other 
uslims, the Ahmedis were not physi- 

cally persecuted until the martial Law 

ordinance passed on 26 April 1984. Sud- 


- denly they were forbidden to call them- 


selves Muslims, or their places of wor- 
ship mosques. They cannot use the 


- Azan or public call to prayer or recite 
= the kalima in public. 


Er ordinance was followed by 


further persecution. A list of all 


- Ahmedis in the civil service and the 
armed forces was prepared and their 


promotions have been stopped. Hun- 


- dreds have been arrested for reciting the 


kalima or for merely wearing a kalima 


— badge. Seven leading members of the 
community in Sindh have been mur- 


dered, including a renowned eve spe- 
cialist. Others have been kidnapped, 
beaten, or their homes were burned 
down. Much of the persecution is car- 
ried out in small towns after Friday 
prayers where mullahs regularly issue 
calls for the wiping out of the heresy 


| from Pakistani soil. The police remain 


out of sight and there is growing evi- 
dence that there is official connivance 
with acts of violence against Ahmedis. 
At a recent anti-Ahmedi conference 


— held in London, there were calls for the 


assassination of Ahmedi leaders, in- 
cluding Mirza Tahir. Zia sent a message 
to the conference in which he promised 
to "persevere in our effort to ensure that 


- this cancer is exterminated.” 


Unlike the Ismailis, the followers of 
the Agha Khan, Ahmedis are not a rich 
community, but are prominent in public 
service, education and commerce. In 


_ Pakistan they boast a 90% literacy rate 





Asia and Europe to convert Muslims 
and non-Muslims to their belief. It is 
this aggressive religious posturing that 
has angered the Pakistani military and 
mullahs. Every year Ahmedis would 
gather from all over the world for a 
meeting at Rabwah and their publica- 
tions and newspapers from Rabwah 
would reach across the globe. Today all 
that has stopped. Now an Ahmedi 
centre is being planned in Nigeria while 
another is being built at Tilford, Surrev, 
in England. It is to be named Is- 
lamabad, which does not amuse the 
Pakistani authorities. 

Those who can afford to, are leaving 
Pakistan to live among their relatives in 
England or East Africa. But even 
abroad, there seems to be danger. In his 
home in Wandsworth, London, Mirza 
Tahir has received death threats while 


Ahmedi mosques in England protect 
themselves from possible sabotage. 
Despite the level of persecution 
Ahmedis have not turned to violence 
and there is no physical retaliation by 
Ahmedis to provocations. 

The model of Islamisation that the 
military regime has adopted since it 
came to power in 1977 has been highly 
controversial. Most minority Muslim 
sects accuse Zia of following the or- 
thodox Wahabbi creed prevalent in 
Saudi Arbia. The Jamaat-e-Islami has 
supported the regime for this sectarian 
orthodoxy, while other Muslim parties 
and sects have been opposed to it. 

The country's most powerful minor- 
ity, the Shias who constitute some 20% 
of the total population, have. waged a 
long and bloody struggle against Islamic 
laws passed by the regime. Its most 
militant groups have now joined the op- 
position alliance, the Movement for Re- 
storation of Democracy (MRD) and is 
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fights. Other Muslim offshoots such as 
the Ismailis have adopted a low profile. 
The Ismailis in particular have been 
helped by the fact that the Agha Khan 
has invested large sums of money in hos- 
pitals, universities, and the tourist busi- 
ness in Pakistan. Observers believe that 
he has literally bought protection for his 
Ismailis in Pakistan, by helping in eco- 
nomic development. 


he MRD has always accused Zia of 

using Islam as an ideologicial cover 
for the perpetuation of martial law. 
However, the opposition’s own track 
record in tolerating religious minorities 
is also suspect. Although most of the 
major parties profess tolerance and 
secularism, none have had the courage 
to speak up for the Ahmedis, least of all 
the Pakistan People’s Party which first 





implemented anti-Ahmedi laws in 1974. 
The MRD has also failed to galvanise 
religous minorities and unite them on a 
political platform to oppose the military 
regime, largely because of the sensiti- 
vity of religious matters and the fear of 
adverse reaction by such fundamen- 
talists as the jamaat. 

Other minorities in Pakistan, par- 
ticularly Christians and Hindus have al- 
ways occupied the lowest rung of the so- 
cial ladder but in a muted fashion, they 
too are now insisting on equal rights as 
citizens of the same country. Tolerance 
has always been at a low ebb in Pakis- 
tan, not because Islam is intolerant but 
because every regime has used religious 
sectarianism as a means to divide and 
rule. The civilian political parties have 
done little to educate the people on both 

olitical and religious tolerance, while 
akistan's successive military regimes 
have been more preoccupied with stay- 
ing in power than anything else. oO 
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Hermès is unique. Unique in Paris and unique in "the Hermes carré", are designed, cut, stitched or hemmed 
the world. Unique in 1837 and unique in 1985. Just by hand in our workshops on the exclusive Faubourg 
the sight of the Hermes distinctive orange box makes Saint-Honoré. At Hermès, tradition and invention, the 
one's heart beat faster. Hermés means the best touch of the craftsman and the innovation of the 


materials in the world. It also means a 
certain style, a certain "savoir-faire". Our 
saddles, handbags and our famous scarves 


artist, have prevailed for more than à century. 
4 , . 

qe s And all this awaits you each time you 

8 JA.  untie the ribbon of an orange box from Hermes 
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Giant Panda 
needs your help 
to survive 


Oe every eighty to a hundred years the 
bamboo forests in China's Sichuan 
Province, burst into flower and then die off. And 
thats bad news for the Giant Panda, which 
depends for its survival on huge amounts of 
bamboo. 


But that's just one of the problems facing the 
Panda. 

To ensure that it has a future it is vital to 
preserve the complex ecosystem in which it 
lives, to carry out research into its dietary needs 
and investigate possible alternatives, to discover 
the reasons for its low reproduction rate, to 
study the problem of internal parasites — all these 
factors and many more which threaten its 
survival. 

Recognition of the urgent need to solve these 
and other problems has resulted in a unique and 
historic partnership between WWF and the 
People's Republic of China. 


^ , 
- $+ rr - * a +. 
MK Tent uu SAR kz WWF has agreed to contribute US 
a comune KIE: tg $1,000,000 towards a total of about US 
) ! mor $3,000,000 needed by the Chinese Govern- 
E - | ment to mount a major Panda Conservation 
j Programme. This includes construction of a 
m research and conservation centre in the largest of 

— = ! » : ba " fg 
b , 4 the Panda reserves - Wolong Natural Reserve in 


Sichuan Province. 

A team from WWF, led by the distinguished 
ecologist Dr. G. Schaller, is already at work in 
Wolong together with top Chinese scientists 
under the leadership of Professor Hu Jinchu. 

The Giant Panda is an endangered animal. 
It is also the symbol of WWF's worldwide 
conservation efforts to save life on earth. 

But WWF needs money - your money. 

Please send contributions to the WW F 
National Organisation in your country or direct to: 
WWE International, 1196 Gland, 

Switzerland. 
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Sabena Business Class proves that air travel can still be a pleasure 





Sabena. 





Savoir faire in the air. 


Every detail designed to make travel 
a pleasure - that’s Sabena Business Class 


With their intercontinental Business Class ser- 
vice Sabena have thought of everything. Spe- 
cial facilities will speed you through check-in 
and into the Business Class lounge at most ma- 
jor airports. Priority boarding and disembarka- 
tion and an extra spacious cabin at the front of 
the plane will keep you away from the crowd. 

A special cabin staff will serve you com- 
plimentary drinks - including champagne - and 
a choice of menus served on real crockery with 


Make sure you're booked aboard SABEN 


real cutlery. A refreshing hot towel 
rite magazine? A 
free hi-fi earphones? 

And when you arrive you’ | 
luggage is first to be unloaded. That’: 
savoir faire 

Naturally, Sabena also offer 
Class service aboard their Boeit 
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of stories simultaneously. Northern Telecom uses them to bring 
computers and telecommunications together. 


ud 


When an artist makes a mosaic with chips of marble and glass, his design transforms them; they become a picture 
that communicates. At Northern Telecom we designed these tiny integrated circuits to change communications itse 

Northern Telecom is a world leader in digital telecommunications technology, integrating voice and data. Silicon 
chips, called filter codecs (coder-decoders) are the heart of a digital telecommunications system. They translate voice, 
data, and images into digital signals—the way computers communicate. 

In 1978, Northern Telecom invented the first single-chip filter-codec. In 1981, almost two million filter-codees later, w 
leapfrogged our own technology with our E-99 chips. They perform all the functions of our first filter codec, plus thos 
of another chip of similar complexity and more than 30 additional electronic 
components. They even turn themselves off when they're not being used. northern 

Our digital telecommunications systems save money by saving space, telecom 
equipment costs, and power. 

Digital transmission is fast, accurate and economical. 

As the world’s telephone systems convert to this cost-effective and For more information on Northern Telecom 
reliable new technology, a global network of simultaneous voice and data and its products contact: Northern Telecom — 

. , MY — 229 (Asia) Limited, Keck Seng Tower, 133 Cecil St., 
communications is gradually emerging. Unit 15-01, Singapore 0106, 
We're putting the pieces together. Tel. 2255151, telex 23369 
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NOT IN INTERNATIONAL BANKING 


The Dutch have a worldwide reputation. For being goed, astute businessmen. 
We re proud of this. But we also know that it's just not enough. Not in the world of 
international banking which grows daily more complex and sophisticated. 

Today, AMRO has an international banking capability precisely 
tuned to institutional, commercial and corporate needs. Indeed, we 
are built around them. 

Why not get in touch and test our competitive edge. We've got 
all of the Dutch business virtues as well. 


Amro Bank EB 


Amsterdam-Rotterdam Bank 
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City dreams are like memories of the future. 









See and be seen 
with Citizen. 
lokvo 
city of dreams 
where the image of 
tomorrow takes shape 
in the imagination 
Citizen watches 
elegant timepieces that 
Capture the stylish spiri 
of the city. Ultra-thin dress 
watches or casual analog 
models, distinctive meta 
bracelets or soft leather bands 
All have one thing in common 
the supremely accurate 
Citizen quartz movement 
Tokyo flair, Tokyo fashion. Citizen 
It’s time to see and be seen 
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Everything’ right here in the Philippine s. 


ith 7,107 tropical islands, it's 
no wonder the Philippines has some of the finest 
beach resorts in the world. If you'd like 
to get away from it all, we'd like to invite vou 
to share our warm Filipino hospitality 
here in the heart of Asia. 
Wherever you live in the region, you're only 
a few hours away by one of our wide-bodied Airbuses. 
But our home offers pure white sand beaches, 
crystal clear waters, and first-class resorts that are 
a world apart. All at bargain prices. 





There's no better time to see your travel agent or us to 
find out why everything's 
right here in the Philippines. 





Philippine 
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o i f the most familiar Mea ted 
. financial institutions in Ho 1g Ko M. 
: any o f our customers have bud iness - 
that is highly confidential and we 
know how to keep it that way. That's © 
Why you've never seen an advertiser ment | 
for our Private Banking Services. But 
just this once, we thought you might 
like to know what they are: 
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POLITICS 


A strained alliance 


Japan and Korea: The Political Dimension by Chong-Sik Lee. Hoover Institution 


Press, Stanford University. US$24.95. 


he subjugation and attempted poli- 

tical, economic and cultural assimi- 
lation of states by close neighbours is 
nothing new in history, nor, as the 20th 
century history of Japan and Korea, of 
Tibet, and more contempory develop- 
ments in East Timor remind us, is it 
peculiarly Western. Some countries 
eventually regain their autonomy (the 
Fins, and the victims of 19th century 
Magyarisation in central Europe) and 
others do not (the Baltic states of Lat- 
via, Estonia and Lithuania). But with 
the restoration of freedom the raped 
and the rapist, willy-nilly, have to at- 
tempt to bury the past and establish à 
modus vivendi for the future. The book 
at hand, about Japanese-Korean rela- 
tions in this century, illustrates this 
vividly and dramatically. 

Lee pays full attention to the emo- 
tional nature of the relationship, fuelled 
on the Korean side by bitter memories 
of the colonial period (1910-45). During 
these years the Japanese attempted to 
"Japanise" the local population, forcing 
them, from 1939, to subscribe to the 
oath that “We are the subjects of the 
great Japanese empire," to adopt Ja- 
panese names, speak the Japanese lan- 
guage, worship the Shinto gods of Japan 
and finally to suffer mobilisation for 
Japan's war effort; a mobilisation which 
touched one in two Korean house- 
holds. 

On the Japanese side, despite the 
emperor's recent recognition of the un- 
fortunate past "which shall not be re- 
peated again," there remains an abiding 
reluctance to acknowledge any wrong- 
doing during the colonial era. Instead 
there is a tendency to imply that South 
Korea's present economic achieve- 
ments are the direct consequence of 
over 40 years of benevolent Japanese 
rule. 

This deception conveniently ignores 
unpleasant realities: for example, less 
than 1% of the Korean population 
graduated from secondary school dur- 
ing those years. 

In Japan, emotions are further com- 
plicated by an unwillingness to give due 
credit to the tremendous Korean con- 
tribution to Japanese culture during its 
formative years. This has occasioned 
some ludicrous mental gymnastics to 
distort the evidence in order to butress 
the still quasi-official myth of Japan's 
foundation in 660 BC, and the conquest 
of the southern part of the Korean 
peninsula in AD 200. 

However, it is with the post-Pacific 
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War political relationshio that Lee is 
mainly concerned. He characterises the 
post-war years until the dawn of the 
1960s as one of mutual resentment. The 
last of the Korean Confucian literati, 
Syngman Rhee (president from 1948- 
60), who, during the Korean War when 
the possibility of deploying Japanese 
troops was mooted, declared that he 
would declare a truce with the North to 
fight them, was a major stumbling block 
on the road to normalisation. Rhee felt 
that the defeated Japanese should deal 
with Korea as supplicants. 

But regardless of Rhee's outlook and 
personality and the brazen Japanese at- 
titude to admit no wrong, | 


] 


Korean students in Japan: unpleasant realities. 


South Korean relations were caught up 
in the Cold War rivalries ot the super- 
powers which would eventually force 
them to come together. With the North 
in the communist camp, the South had 
no alternative but to seek reconciliation 
with Japan. As one shrewd American 
diplomat put it: “Korea is a small nation 
surrounded by three powerful neigh- 
bours, only one of which, Japan, was 


friendly to the free world.” 
U nder the military-backed regime of 
Park Chung Hee, Japanese-trained 
and fluent in the language, relations, at 
least at the elite level, improved and 
even became quite cordial. Park was a 
fervent admirer of Japanese modernisa- 
tion in the late 19th century and wanted 
to achieve similar results for South 


Korea. This was all very flattering and 
agreeable to his erstwhile mentors and 


apanese- 
— 
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especially to one of Japan's most in- d 
fluential political leaders (remaining so n 
to this day) Nobusuke Kishi, ex-prime S 
minister and formerly vice-minister of— i 
munitions in Hideki Tojo's cabinet T 
Kishi appreciated the connection be- 
tween Japanese security and develop- 
ments on the Korean peninsula. Rap- 
prochement with South Korea was i 
necessary, and an unsentimental, dry 
Kishi made no bones about his prefer 4 
ence for dealing with a dictatorship which 7 
could deliver goods to Japan's liking: 

The normalisation of relations be- 
tween the two countries in 1965, on ii 
terms favourable to Japan, opened the d 
door to massive Japanese investments d 
(the goal of the South Korean side) 


| which played an essential part in ads ai 


vancing the export-oriented growth 
plans of the Park regime. However, 3 
economic cooperation was not accom- i 
panied by attempts to foster true under 
standing between the two peoples. it 
was not in the interests of the Park re- 











gime anyway — better to have am 
"enemy" without, to deflect attention 
from political realities at home. 

Japanese efforts to wriggle out of the f 
commitments to South Korean securit 
implicit in the Nixon Doctrine, whic 
spelt out an unambiguous linkage be- | 
tweén Japanese and Korean securit | 
were conveniently assisted by the kid- 
napping of opposition leader Kim Dae 1 
Jung from a Japanese hotel in 1972. The 
outcry in Japan against the abduction 
forced the government to distance itself 
from South Korea economically and 
diplomatically which in turn enabled it 
to pursue a policy of equidistance to 
both Koreas, a policy wholly repugnant 
to the South. 

It was abandoned after the Amerie P 
can withdrawal from Vietnam andin the 1 
face of Jimmy Carters pre-election “7 
promises to pull American troops out of 
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_ The regime of President Chun Doo 
Hwan, much more chauvinistic and 
largely educated in the post-colonial 
-period, was resolved to make a clean 
sweep of relations, despising the infor- 
mal contacts of its predecessor as com- 
promising South Korean interests. It 
"was determined to exploit Japanese 
“security fears and the strategic hopes of 
the first Reagan administration of forg- 
ing a united anti-Soviet front in East 
Asia in a bid to secure a US$6 billion 
loan from Japan to finance South Ko- 
development plans. 

— The regime overplayed its hand at 
first, pursuing its ambitions on a high 
horse of arrogance and seriously mis- 
judging the extent of American influ- 
ence over Japan. 

_ To be fair, though, it was not the 
only government to be mystified by the 
inscrutability of the Zenko Suzuki ad- 


m nistration. A compromise was even- 
tually worked out which paved the way 
for Prime Minister Yasuhiro Naka- 
sone's visit, conducted as if it were a 
‘State visit, and the current atmosphere 
of warm relations. 
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™Phree general observations emerge 
WM from a reading of this book. First, 
‘the striking contrast between the reac- 
tions of the two countries to foreign 
riticism of domestic issues. When for- 
eigners complain about proposed revi- 
sions in Japanese school textbooks or 
about official visits to the Yasukuni 
Shrine, Japan backs down. South 
Korea, on the other hand, remains re- 
markably impervious to foreign criti- 
"ism of human-rights violations. 

— Secondly, violence has not been ex- 
clusively pene There is only one 
thing as bad, if not worse, than turn- 
ing the gun on your neighbour and 
that is turning it on your own people. As 
Lee suggests, one of the preconditions 
for improved relations is a more open 
political system in South Korea. 
Thirdly, both sides are not independent 
‘actors in determining the nature of their 
relationship. Geopolitical realities bear 
down more heavily on them than on 
‘other victims of colonial wrongs, such as 
the Irish in their relations with the Bri- 
_ This pressure can be for the good if it 
fo both sides to pay attention to 
their cultural similarities, but as Lee ad- 
Mits improvements are far from easy to 
achieve. Relations at the people to fe - 
ple level are still encrusted with a de P 
| layer of prejudice, reinforced by suc 
» awkward realities as the Korean minor- 
| ity in Japan. 

| This is a timely introduction to the 
| recent history of one of the oldest and 
| most important relationships in East 
| Asia. It is concise, lucid and very much 
A to the point. — Derek Massarella 
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and Faber. No price given. 


he Soviet army may have forgotten 

to pack its history books into the 

lanes that ferried it into Afghanistan in 
ecember 1979. Or, alternatively, its 
generals are gamblers. 

Almost exactly 140 years earlier a 
British army appeared in Kabul with 
blustering threats, a puppet regime in- 
stalled and a political master plan that 
was going to secure their imperial in- 
terests on the western flank of India. It 
was massacred almost to a man. (In- 
deed, Doctor Bryden who rode half 
dead into Jalalabad at the end of an im- 
possible mid-winter retreat from the 
aroused Pathan tribes thought at the 
time he was the sole survivor. ) 

Are the Soviets any more likely to 
succeed with their tanks, helicopter 
gunships and 100 years of southward 
momenteum through the kingdoms 
north of modern Af- 

hanistan? |n his 
ighly readable 
Lords of the Khyber 
Singer joins earlier 
commentators in 
answering this ques- 
tion by inting 
out that  Pathans 
do not easily give 
up their land. and, 
for those of them 
living in the moun- 
tains between pre- 
sent-day Afghanis- 
tan and Pakistan, al- 


most unbounded |: 
freedom. Er 
"The [Pathan || 


homeland] is 
just another colour- 
ful square to be added to the Cen- 
tral Asian patchwork," Singer points 
out. “It is home to a people to whom 
intrusion does not merely challenge 
their devotion to their lands but at- 
tacks their whole code of existence, 
their religion and their sense of honour. 
Those who wish to occupy the land of 
the [Pathans] have to contend with war- 
rior tribesmen skilled in guerilla warfare 
and prepared to sacrifice themselves." 
This is the emphasis of Singer's sur- 
vey of men who have led these tribes 
and the few British military officers who 
made an impact on them, and to some 
extent it is justified. The Pathans are a 
well-oiled fighting machine of proven 
design, even though the engine rattles 
and the gears grind when families and 
sub-tribes fight among themselves — 
something they do just as soon as shoot 
foreigners. "We are content with dis- 
cord, we are content with alarms, we are 
content with blood, but we will never be 


> 
me eh 


not Khyber Pass: warrior tribesmen. ' ^9" 
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Lords of The Khyber: The Story of the West Frontier by Andre Singer. Faber 


content with a master,” an old man said 
more than 150 years ago to one of the 
finest observers of the Pathans, the hon- 
ourable Mountstuart Elphinstone, 
“Every | Pathan] is a warrior, a politi- 
cian and a theologian.” wrote Sir 
Winston Churchill who fought against 
them in the late 19th century and whose 
name is painted in huge letters on a hill- 
side near the Malakand Fort at the 
mouth of the Swat Valley. “Every large 
home is a real feudal fortress . . . Every 
family cultivates its vendetta, Few debts 
are left unpaid.” And a man who ought 
to have known about the Pathans, hav- 
ing had a British father and a mother 
from the Afghan royal family in the 
mid-19th century, Sir Robert Warbur- 
ton, has said of the Afridi Pathan: “He 
is taught by the circumstances of his 
existence and life to distrust all mankind 
and very often his 
near relations; heirs 
of his small plot 
of land by right 
of inheritance are 
his deadliest 
enemies." 


y there is an- 
other side to the 
Pathans. They are 
enthusiastic in their 
hospitality, gener- 
ous to their friends, 
romantic lovers, 
quoters at length of 
proverbs and epic 
poems, masters of a 
playful form of con- 
versation they call 
gup and refreshingly 
unbowed in the presence of the high and 
mighty from any outside group or coun- 
try. 
Singer has underscored an often neg- 
lected feature of Pathan life: Islam. 
Preachers have been prominent in many 
Pathan uprisings and ruling families. 
There is a loyalty to Islam in the Fron- 
tier that baffles outsiders because it co- 
exists with a brutality, materialism and 
blood-letting that Islam forbids. Which 
comes first in Pathan loyalties, Islam or 
Pathan values, is debated among Pa- 
thans themselves though it is a photo- 
finish and Singer has quite rightly high- 
lighted this contradictory union. 

We have to look elsewhere for full 
histories of the so-called lords of the 
Khyber. (“So called” because every 
man in the Khyber considers himself a 
lord.) But a carefully thought-out bib- 
liography has been appended to this 
useful introduction to a laudable peo- 
ple. — L. McGrane 
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Applications are invited from suitably qualified men 
and women for appointment to the position of POST- 
DOCTORAL FELLOW/RESEARCH FELLOW/ 
SENIOR RESEARCH FELLOW, DEPARTMENT OF 
PACIFIC AND SOUTHEAST ASIAN HISTORY, RE- 
SEARCH SCHOOL OF PACIFIC STUDIES. Scholars 
who are qualified to work in the areas of the Depart- 
ment's interest — Southeast Asia and the Pacific Is- 
lands, primarily during the past two centuries — are in- 
vited to apply. 











Two posts, which may be for two or three years, are 
available from mid-1986. Prospective applicants 
should write to the Registrar for further particulars. Ap- 
plications must include a curriculum vitae, publications 
list and research proposal. Closing date: 31 January 
1986. Ref: PA 7.11.1. Senior Research Fellow 
$36,649-$43,715 p.a.; Research Fellow $26,236- 
$34,467 p.a.; Postdoctoral Fellow Grade 1 $22,614- 
$25,905 p.a.; current exchange rate: $A1 = $US.65. 
Grants towards travel, assistance with housing, 
superannuation. Maternity leave is available. The Uni- 
versity reserves the right not to make an appointment 
or to make an appointment by invitation at any time. 
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| By Robert Delfs in Hongkong 
| actions within the Chinese Com- 
k munist Party are becoming more 
Uu ? . 
= openly Worried by the country's 
freewheeling rural enterprises. Rapid 
growth in the rural industrial sector is 
| one of the causes of “over-heating” in 
-] the domestic economy, it is charged in 
n - the Chinese press. This has contributed 
| toexcessive credit demand, soaring cap- 
| ital investment, rising consumption of 
: energy and industrial materials and de- 
| clining grain output. 
T Township and village enterprises 
| have become a “formidable force" that 
| should be “consolidated and reformed” 
to achieve "better coordination with the 
whole situation of the national econ- 
- omy,” the Peking People's Daily said on 
| 4 October. “The main and special fea- 
P - ture of the current economic situation is 
-] to proceed from over-heated growth to 
| a suitable degree of retrenchment and 
| tightening,” the article said, adding that 
íi "town and township enterprises, being a 
| constituent part of the great environ- 
| ment of the national economy, naturally 
| come under this restriction.” 
"Y The article stressed that consolida- 
| tion should take place through “volun- 
| tary retrenchment” based on market 
| and legal measures, however. This is far 
| better, the article said, to the approach 
4n which "enterprises would be literally 
_ lined up and ‘each and every one would 
|. be hit " or to the practice of “ ‘molesting 
| the weak and fearing the strong’,” in 
| which only those enterprises which are 
| capable of *raising a scene, enduring for 
| long. firmly resisting or procuring 
| strong backing would be supported." 
| . The article also supplied statistics 
suggesting that rural industry is growing 
even faster than was previously realised 
| (REVIEW, 11 July). Township and vil- 
| lage enterprise output value — 
_ transport and services) increased by 
] 40% in 1984, reaching Rmb 170.9 bil- 
-] lion (US$53.4 billion), accounting for a 
third of the overall increase in economic 
growth. Rural industry output value 
was approximately Rmb. 107 billion or 
13-14% of total industrial-output value. 
Growth of rural industry over the 
| first five months of 1985 was more than 
-| 50% on an annualised basis, it was ar- 
d - gued, while overall industrial growth was 
| 23.3% in the same period. This suggests 
that the state-sector industrial growth 
| rate was 18% or less in the first half, and 
that rural industry may achieve a 17- 
18% share of gross industrial output for 
1985. 
This supports the argument that 
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Peking seeks to rein in the country's runaway rural industries 


| China's fear of flying 


rural industries must be controlled if 
overall economic growth is to be effec- 
tively dampened. But slowing down 
rural industrial growth is proving dif- 
ficult. There is considerable enthusiasm 
for industrial projects on the part of 
rural residents who see factories as the 
most direct route to rural prosperity. 
Barring direct intervention, which 
would carry extreme political risks, the 
state has only limited leverage over 
rural enterprises which operate largely 
outside the state planning and market- 
ing systems and receive little or no state 
financing. 

The total number of township and 
village enterprises in 1984 was 6.06 mil- 
lion, according to the People's Daily, 


PHOTOS: XINHUA 





employing 52.1 million people or 14% 
of the rural workforce and generating 
40.8% of the gross value of rural output. 


i ndustry and construction were the fast- 
est-growing sources of rural income 
during 1980-84, tripling over the period, 
followed by transport, food-processing, 
commerce and services which approxi- 
mately doubled, according to a State 
Statistical Bureau survey cited by the 
Peking Jingji Ribao (Economic Daily) 
on 27 September. The survey showed 
rural incomes grew from Rmb 191.3 to 
Rmb 355.3 during 1980-84, an average 
annual rate of 16.8%. Increases in the 
state purchasing prices for agricultural 
and sideline production accounted for 
about 37% of overall income gains. 
Rural income growth has been fas- 
test in areas with access to urban mar- 








kets both for agriculture sideline pro- 
ducts and industrial products and pro- 
cessing — the delta areas of southern 
Jiangsu, northern Zhejiang and 
Guangdong and suburban areas sur- 
rounding major cities such as Chengdu, 
Chongqing and Wuhan (REVIEW, 18 
July). 

Surging peasant enthusiasm for in- 
dustrial projects has become a worry for 
party conservatives who want more 
attention paid to basic agriculture. 
The Jingji Ribao quoted Political 
Bureau standing committee member 
Chen Yun's warning at the September 
National Party Conference that the 
"call of *no prosperity without industry' 
is heard louder than ‘no stability with- 
out agricultural development" 
(REVIEW, 10 Oct.). "Some leading and 

rassroots [rural] cadres have veered 
rom being ‘grain secretaries’ to ‘indus- 
trial secretaries’ ,” the 19 October Jingji 
Ribao article said, “lacking the vision to 
take care of the rural economy as a 
whole and relaxing their leadership over 
grain production.” 

Both the reformists and the conser- 
vatives agree that peasants will not be- 
come wealthy growing grain. While 
“extraordinary growth in primary ag- 
ricultural products [stimulated by 
higher purchase prices and responsibil- 
ity system reforms]” was the “main 
motivating force for growth in the 
Chinese economy between 1979 and 
1984 . . . this growth pattern can no 
longer be maintained [now that grain 
and cotton supplies are in surplus],” ac- 
cording to an analysis published in Jingji 
Yanjiu ( Economic Research) in July. 

onservatives say that exaggerated 
ropaganda about “10,000-yuan house- 
olds" has unrealistically raised rural 
expectations and should be curtailed. 
"Some peasants are no longer in- 
terested in growing grain," Chen Yun 
said at the September National Party 
Conference. But the reformists have so 
far been able to deflect pressures to 
squeeze the rural sector. The outline for 
China's Seventh Five-Year Plan ap- 
proved at the conference, a document 
that probably most closely reflects the 
position of Premier Zhao Ziyang, in- 
sisted that town and township enter- 
prises are the "essential way to revitalise 
China's rural economy" and "the key to 
systematically transferring surplus rural 
labour to other lines of work." 

The reformist economist Xue 
Mugiao acknowledges that agricultural 
incentives are weak compared to rural 
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industry, b but the effect of rapid rural-in- 
dustry development in southern Jiangsu 
has been primarily supportive, not de- 
structive, Xue argues. In Wuxi County, 
households engaged in industry "rent 
the grain land allotted to them to 'grain- 
specialised households" and pav them 
more than Rmb 10 a mu [0.067 ha]." 
Xue reported in the Jingji Ribao on 7 
September, and grain growers also re- 
ceive an additional subsidy from the 
rural local government of Rmb 0.10 à 
jin (about 500 gm) of grain. 


pese in Wuxi are so high (averag- 
ing nearly Rmb 1,000 a head) and 
the difference between industrial wages 
and agricultural income: so great that 
without this subsidy, “people will not be 
willing to become ‘grain-specialised 
households," Xue said. There is full 
employment and high incomes but very 
few very wealthy self-employed peas 
ants in Wuxi, according to Xue, because 
most rural enterprises are controlled by 
the township (formerly the commune 
government) and village (the former 
production brigade). In areas where 
township and village enterprises are less 








developed, Xue says, there are more 
self-employed workers and wider dis- 
parities in income, presumably partly 
due to the lack of mechanisms to trans- 
fer industrial income to lower-earning 
agricultural workers. 

The primary difficulty in slowing the 
growth of rural enterprises ts that they 
operate largely outside the state system. 
Gross tax payments by town and 
township enterprises over 1979-84 were 
Rmb 23.28 billion, almost four times 
more than state financial aid to rural ¢ en 
terprises during the same period, 
cording to the People's Daily article on 4 
October. Without access to state funds 
and limited access to bank credit until 
the late 1970s, rural enterprises financ- 
ing has relied to a considerable extent 
on internal profits and share issues. 

Profit ratios have declined as a result 
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| of increased c compet ition in. the rapidly 


expanding rural industrial sector, the 
People’s Daily said, with net realised re- 
turn on capital 16% in 1984 represent- 
ing 12.5% of output value, “both lower 
than at any of the previous five years.’ 
Few businessmen outside China would 
agree with the assessment that this is à 
"discouraging result" particularly given 
the low cost of finance in China. 

Such high rates of return provides a 
ready explanation for the rapid growth 
of rural industry since 1979, Declining 
profitability may suggest that this explo- 
sive phase of growth may be coming to a 
natural end as more enterprises move 
into the gaps in China's predominantly 
state-run economy. 

In 1984, loans to rural industries for 
fixed capital investment from the Ag- 
ricultural Bank of China (ABC) in 1984 
ranged from 5.04% (one-year) to 
6.48% (three-to-five years) (REVIEW, 
13 Dec. '84). These rates were increased 

) 7.92-9.36% in May 1985, but it is un- 
clear whether these higher interest 
charges are steep enough to inhibit rural 
investment. 

Bank lending to rural enterprises is 


said to have increased rapidly in 1984, 
and by the end of August 1985 was re- 
ported to be Rmb 20 billion higher than 
in the corresponding period in 1984, 
though the actual amount is unclear. 
Ihe ABC 1983 balance-sheet showed 


loans to rural industry and commerce of 


Rmb 44.97 billion but the ABC has not 
released its results for 1984 and lending 
estimates published in the Chinese press 
are inconsistent — both with each other 
and with the 1983 figure reported by the 
ABC. 


AUC. to the People's Daily 
article, the State Council has issued 
a special circular limiting lending 
to township and village industries in 
1985 to an increase of only Rmb 2 billion 
over 1984, which would sharply curtail 
new lending in the second half of 1985. 


———————————————— 





This step is unlikely to bring rural- in- 
dustrial growth to a halt, however. Re- 
tained profits are an important source of 
investment in rural industries, particu- 
larly in developed arcas. For example, 
in the prosperous Hongqi township in 
Wuxi County, new investment in rural 
industries was Rmb 4.2 million in 1984. 
These funds consisted entirely of re- 
tained profits, and bank lending ac 
counted for only 2095 of the total Rmb 
12 million in industrial investment dur- 
ing 1978-84, township officials told the 
REVIEW. 

Public fund-raising (primarily the 
issue of shares to workers and as- 
sociated rural enterprises) is an increas 
ingly important source of finance as 
well. Rural enterprises probably ac 
counted for most of the estimated Rmb 
20 billion in publicly raised funds im 
1984, of which more than 80% went to 
capital-construction investment 

The other approach to dampening 
rural industry is cutting back on tax 
benefits. Until recently, new rural en- 


terprises have been exempt from tax- 
ation for a period of one year or even 
, and are subsequently assessed 


longer 





according to an eight-bracket collectives 
enterprise tax scale. Many rural enter- 
prises are effectively taxed at rates of 
30% or less, while state enterprises 
which have converted to à tax-paying 
basis normally pay a 55% basic income 
tax plus a variable adjustment tax de- 
signed to equalise profitability. ratios 
among different sectors pending further 
price reform. 

While authorities apparently cannot 
arbitrarily control the formation of new 
rural enterprises, approval of the one- 
year tax exemption is no longer automa- 
tic, according to recent reports from 
Jiangsu province. Economists in Peking 
have also told the REVIEW that plans are 
underway to "graduate" larger and 
more profitable rural enterprises to the 
same tax scale applied to state enter- 
prises. 
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| Down-to-earth answer 
3 _ Philippine businessmen find hope in rural projects 
My p By Jose Galang in Manila 

| mii pine business has started to 


eT shake off its inertia and find invest- 
31 ment opportunities in the current focus 
| on agricultural reform, despite having 
| to work within constraints largely im- 
| posed by the government itself. Busi- 
—] -nessmen are beginning to turn to new 
21 small and medium-scale ventures in the 
| countryside, while urban industries con- 
_ tinue to reel under severe difficulties 
| brought about by the economic crisis of 
| the past 24 months. 
^l After arguing with the government 
| over policies that militate against invest- 





—] ments, one businessman notes, the pri- 
} vate sector has accepted the reality of its 
d N " > LJ * 7 
S seeking viable projects in the coun- 
| tryside. For instance, at the recent 
- Philippine Business Conference, an an- 
to assess business conditions, discus- 
sions turned to more than 100 project 
proposals offered for financial or tech- 
| The proposed projects ranged from 
| prawn production (costing P95,000 or 
| US$5,135 with a projected return on in- 
E ó 
| mato by-products (costing P4,800 a ha) 
S W . 5 , 
| ‘and an integrated tannery (P2.9 mil- 
||. lion). 
| businessmen are demonstrating their 
|  hard-headedness," one executive said. 
z 
ment should do likewise and start look- 
ing into how benefits from its projects 
may be maximised.” This was a pointed 
—1 ing by the government on certain high- 
cost projects whose benefits are wideiy 
questioned. 


| situation and turned its attention to 

E] ‘nual gathering of private-sector leaders 
r 
at 

nical tie-ups among the businessmen. 

| vestment of 70% after two years) to to- 

"You might say that the Philippine 

—] However, he added that "the govern- 

reference to the continued heavy spend- 

But the most serious problem facing 





business is the low credibility of the gov- 
ernment of President Ferdinand Marcos 
and the growing insurgency problem. 
Businessmen involved in rural projects 
say they feel they are in a race against 
the insurgents. Many agricultural work- 
ers displaced because of the dismal per- 
formance of sugar and coconut exports, 
are embracing communism for promises 
of a better life. In many rural areas, ac- 
cording to the businessmen, subversive 
groups are so entrenched as to regularly 
collect “extortion taxes.” 

Even the coming snap presidential 
election currently set for 7 February has 
drawn sneers from the private sector, 
though the exercise is intended specifi- 
cally to boost the credibility of the gov- 
ernment and therefore improve the in- 
vestment climate. Businessmen fear 
that the snap election, which precedes 
regular elections for local officials in 
May, will again result in a surge in the 
money supply — which occurred in the 
run-up to elections in May 1984. 


po amet fear the money supply 
could reach levels that will subse- 
quently require “massive mopping-up 
operations again — which in 1984 result- 
ed in domestic interest rates soaring to 
54% on most commercial financing. 

One finance executive was more di- 
rect: if the coming snap presidential 
election is not conducted fairly, the 
business sector will lose all hope fora re- 
covery under the Marcos government. 
What is needed, the executive said, is a 
demonstration that the present govern- 
ment can gather another mandate with- 
out resorting to fraud. He said that not 
only are many businessmen nearing the 
end of their resources, they are also 
close to the end of their wits. 


The strategy they are adopting to 
operate in these circumstances includes 
the focus on small and medium-scale 
undertakings, which grew out of studies 
by the Philippine Chamber of Com- 
merce and Industry (PCCI) on prob- 
lems that hamper the growth of business 
enterprises. “In other countries such as 
the US, only 15% of such problems are 
attributable to government, while in the 
Philippines 80% of growth constraints 
are traceable to macro concerns 
emanating from government conduct, 
economic policies, bureaucracy and 
tariff rates,” a PCCI official said. 

By shifting their efforts to small, 
rural-based enterprises, Philippine 
businessmen are turning further away 
from developing world-scale industries 
capable of earning the large export re- 
venues that are needed to offset poor 
earnings from traditional exports. A 
major effort to establish such an indus- 
try was the local car-assembly sector, 
which lost its way when the local market 
failed to grow to support the five accre- 
dited producers. (The car industry ts 
currently being Scaled down to possibly 
two assemblers, according to govern- 
ment officials.) Another major under- 
taking, the assembly of semiconductors 
and integrated circuits, appears 
doomed by the current weakness in the 
world electronics markets. The quality 
and relatively low cost of local labour is 
an advantage that local business ap- 
pears unable to exploit in trying to enter 
world industrial markets. 

In this situation, agriculture seems a 
logical choice because of the attention 
being given to the sector as part of the 
national economic-recovery efforts. 
Some 70% of the country's population 
depend on agriculture for a living 
though the sector accounts for only a 
quarter of the gross domestic product. 
Agriculture is seen as the area where in- 
jections of aid can achieve widespread 
results at the least cost. 

Marcos and Prime Minister Cesar 
Virata, in separate addresses to the 
Philippine Business Conference in 


Cebu City (the first time the annual 
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meeting was held outside Metro-Man- 
ila), explained various policies adopted 
by the government aimed at perking up 
agricultural activities. Virata explained 
that while the government has already 
succeeded in assuring foreign exchange 
and farm inputs, it is up to entre- 
preneurs to devise projects that will 
merit financing by commercial lenders. 
Most of the “macro constraints” re- 
ferred to by the businessmen emanate 
from the government’s economic-re- 
covery programme aimed at correcting 
the imbalances that resulted from over- 
dependence on short-term foreign bor- 
rowings, high interest rates and weak 
prices for the country’s key exports. The 
rogramme has the support of the IMF 
in the form of a standby credit facility 
worth 615 million special drawing rights 
(SDRs, equivalent to about US$666.1 
million). 4 
However, the recovery programme 
appears to be penalising the wrong sec- 
tors, according to a recent analysis 
made by a group of economics profess- 
ors at the state-run University of the 
Philippines (UP). The private sector, 
the analysis cited, has shrunk propor- 
tionately faster (in terms of output and 
employment) than the public sector 
(government and quasi-government en- 
terprises) as the economy overall has 
contracted by around 10% in the past 
two years. 


he UP professors — the same group 

which in 1984 came up with a report 
putting the blame for the economic 
crisis squarely on the government's ex- 
cesses and on “cronyism” in which cer- 
tain sectors and individuals were 
favoured for economic gains — said 
government encroachment on various 
economic activities and the resulting in- 
efficiency "seems to be the more pro- 
nounced effect of the current recovery 
programme." 

For instance, agriculture, though 
hardly contributing to the economic 
crisis, is being squeezed under the re- 
covery scheme, the academics pointed 
out. The IMF-supported programme is 
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Agricultural workers: where aid injections can achieve widespread results least cost. 
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essentially contractionary in character 
and this has led to “confiscatory interest 
rates" on loans to agriculture which in 
the past had suffered most from govern- 
ment price controls and whose share in 
the inflation rate is relatively small com- 
pared to the other import-dependent 
sectors of the economy. 

At the PCCI-sponsored business 
conference, three most-common prob- 
lem areas were identified by the busi- 
nessmen: lack of financing and its con- 
comitant management problems, de- 
teriorating law and order, and the con- 
duct and organisational set-up of gov- 
ernment that hamper businesses. Other 
major problems cited included: an in- 
creasingly radicalised labour sector, 
lack of marketing infrastructure for 
farm products, technology and support 
systems, and sudden changes in govern- 
ment policies. 

More recently, a new set of taxes on 
domestic sales was decreed by Marcos. 
Apparently the move is in line with 
Manila's commitment to shift the bur- 
den of taxation from the volatile exter- 
nal sector to domestic sources. The new 
taxes are intended to offset revenue 
losses after the removal from 1 January 
1986 of a special import surcharge of 5% 
and a 1% tax on foreign-exchange trans- 
actions. 

However, most businessmen fear 
that the new sales-tax — 3% on most 
goods — will further choke businesses. 
The taxes apply the first two times the 
commodity changes hands or undergoes 
processing. The new tax rates, which 
took effect on 1 November, will push up 
inflation again, the businessmen said. 

“All of the previous contractionary 
policies adopted by government have 
been absorbed by private business. 
These are now manifested in the form of 
high prices, lower production levels and 
high unemployment rates. Now, with 
these new sales taxes, whatever margi- 
nal operations that have been left 
operating may finally break," said one 
business leader. 

The new taxes, according to most 
businessmen, could lead to more busi- 


ness failures and more unemployment; 
As such, whatever additional revenues 
the government is expecting from the 
new measures will not only not be met; 
there will be further revenue reduce 
tions, they said. 

This does not augur well tor the rese 


tive labour sector, which in the first nine ~ 


months of 1985 called 320 strikes, ab 
ready surpassing the 1984 full-year total 


| of 282 walk-outs that affected nearly 





63,500 workers. With another 560 bank 
ruptcies reported in the first four 
months of 1985, following the 2,280 clo» 
sures in 1984, tensions in labour-eme 
ployer relations are expected to become 
a big factor in the business community, 


he new taxes were prompted by the 

big decline in government revenues 
owing to lower exports and a slow 
domestic market. In the first seven 
months of 1985, exports amounted to 
some US$2.7 billion, down 12.995 from 
the year-ago earnings. Tax collections 
are expected to fall below the target of 
P43.8 billion for the full year, with cus 
toms duties expected to be some 996 
below the target of P 27.5 billion 

The revenue shortfall has forced the 
government to seek an increase in the 
budget deficit ceiling for 1985 set under 
the IMF conditions accompanying its fi- 
nancial support to the recovery proe 
gramme. The budget gap has now been 
allowed to rise from the original limit of 
P6.2 billion to a revised P 13 billion. 

The increased spending ceiling is 
widely expected to help the government 
perk up currently weak domestic de 
mand. However, much of the allowed 
expansion has already been caten up by 
the huge financing requirements of the 
government-owned financial institu- 
tions, Philippine National Bank and the 
Development Bank of the Philippines. 
The two banks are saddled with foreign- 
currency loans that are not being paid 
because the borrowers have either sto 
ped operations or are having extreme Te 
nancial dificulties. Earlier moves to 


merge the two to save on operating Costs 7) 
: uk 


have been shelved. 
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i By Robert Manning in Washington 


| [phase two of the Third World debt 
M crisis — the initiative launched in 
| October by US Treasury Secretary 
| James Baker to spur capital flows to the 
| 15 largest — less-developed-country 
| (LDC) debtors — is having a difficult 
| time taking shape and will be decidedly 
| more modest than has been hinted by 
. some US officials. 

| The Baker plan is an attempt to in- 
| crease capital flows to the 15 largest 
| LDC debtors in Latin America, Asia 
and Africa by US$29 billion over the 
| next three years, with US$20 billion 
| coming from US, European, Japanese 
and Australian banks, and US$9 billion 
from the World Bank and other mul- 
lateral lending agencies. The plan 
marks a shift in the US administration's 
international economic policy in several 
respects. 

—— The Baker plan is an admission that 
| the “magic of the marketplace" is not by 
| itself 8 to bring about global financial 
stability, a recognition that the World 
. Bank should play a larger role in manag- 
ing the debt problem, and that IMF 
- austerity measures have been prohibi- 
tive in establishing long-term growth 
- Strategies. 

— A Under the Baker plan, US$7 billion 
- would come from US commercial banks 
| and US$13 billion would come from 
- European and Asian (primarily Japan- 
ese) banks over a three-year period. 
This would represent a 2.5-3% increase 
in private-bank exposure in the Third 































- World. A senior World Bank official 
told the REVIEW that private-bank ex- 
posure in LDC debtor countries has not 
‘increased over the past year and added, 
- "negative capital flows are becoming a 
"serious obstacle to development in 
-many countries.” 

— Given that LDC debt-servicing is in 
[o the range of US$50 billion a year, that 
| commodity prices continue at record 
| lows, and that US growth is slowing, 
|. some analysts argue that the Baker plan 
is simply “too little, too late." Previ- 
- ously, US officials have hinted at grand- 
| er schemes — including the idea of a 
| "superbank" in which private banks and 
multilateral banks would pool funds to 
be administered by the World Bank 
= and/or the IMF. The idea was floated by 
| US Federal Reserve chairman Paul Vol- 
| _ But in interviews with the REVIEW, 
| Treasury officials downplayed the in- 
| itiatives. According to US Treasury of- 
|- ficials, no plans for any such superbank 
| are being pursued, nor are efforts to 
| create a mechanism whereby the World 
| Bank would guarantee large-scale pri- 
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aker's dozen 


[4 US funding plan meets resistance from congress 








Baker: limits to the magic. 
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vate-bank capital flows. A Treasury of- 
ficial added: "There are no plans for 
changing any US banking regulations 
and no attempt to get banks to make un- 
wise loans. All we're talking about is a 
2.5% increase in exposure.” 

Modest as the Baker plan may be, it is 
running into obstacles on several fronts. 
One reason for US officials now down- 
playing the plan appears to be a strong 
negative reaction from the US Congress 
which fears the administration may be 
"bailing out the banks" as one congress- 
man said during a recent hearing. Many 
in congress are also wary of approving 
more funds for the World Bank. 

Implicit in the Baker plan is a willing- 
ness to back a general capital increase 
for the World Bank. The bank can sus- 
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tain lending at a US$13 billion a year 
level for the near future, but both US 
Treasury and bank officials told the 
REVIEW that the understanding is the 
bank should lend as much as it feels is 
feasible, and when it approaches its 
limits, the US would look favourably on 
a capital increase. . 


JA ons the other points of conten- 
tion, the private banks want both 
creditor governments and the World 
Bank to increase their respective roles. 
Some 17% of LDC debt is owed to cred- 
itor governments. Money-centre banks 
want the World Bank to increase co- 
financing and guarantees on bank loans. 
which, a senior World Bank official told 
the REVIEW, the bank is reluctant to do 
because such moves on a significant 
scale would tie down its reserves. 

The smaller regional banks in the 
US, which hold about 15% of LDC 
debt, are extremely reluctant to in- 
crease exposure. Moreover, Japanese 
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nmitment, according to fi 
sources in New York, and th c 
of International Finance (HF), the 
Washington-based group set upby com- 
merical banks to monitor debt. Japan- 
ese reluctance, say well-placed sources, 
is due to some degree to Tokyo's treat- 
ment of banks’ reserves provisions for 
foreign-country loans. 

Yet another obstacle to organising a 
workable plan is LDC reluctance to 
make porey reforms which, in theory, 
are to lead to long-term growth. This is 
put of the bàrgain envisioned by the 

aker plan. When pressed for details, 
Assistant. Secretary. of the Treasury 
David Mulford recently described a 
laundry list aimed at stopping capital 
flight and spurring investment such as 
more “free-market emphasis, a need for 
tax reform . . . less para-statal activity, 
opening of markets" and “a more im- 
aginative and open policy towards di- 
rect investment." That such policies 
would spur growth remain to be seem, 
and may ibe politically difficult for 
debtor governments to implement. 

Thus far, major New York 
banks, including Citibank and 
Manufacturers Hanover, have 
strongly endorsed the Baker plan. 
After a meeting of 58 banks conven- 
ed by the HF on 28 October, “gen- 
eral support" was expressed for 
the plan. But in an interview, IIF 
managing director André de Lattre 
told the REVIEW that the banks 
would “like to see more involve- 
ment" by export-credit agencies of 
creditor countries in guaranteeing 
loans. De Lattre conceded that the 
contours of the Baker plan are 
"not yet clear" and said there 
would have to be a "moderate sys- 
tem to insure loans from smaller 
banks" either through the new 
Multilateral Investment Guaran- 

— tee Agency or some other mechan- 
ism under bank auspices. 

Reflecting the view from Wall 
Street, Goldman Sachs vice-president 
Robert Hormats said that, “some way 
for more guarantees and more co- 
financing is key. The objective is to 
keep the regional banks in the game.” 

The first test case of the Baker plan 
appears to be Argentina. Mulford visit- 
ed Buenos Aires in early November, 
followed by a trip by Volcker on 20 
November, and a visit by World Bank 
president, A. W. Clausen set for early 
December. Argentina has made a num- 
ber of reforms in recent months, impos- 
ing stringent wage and price controls, 
reducing its budget, and tightening its 
money supply. A loan package of about 
US$] billion is expected to emerge. 
Well-placed sources told the REVIEW 
that the Philippines, the only Asian 
country on the “Dirty Fifteen" list, may 
also soon be a candidate, but clearly the 
fine lines of the Baker plan will not be 
sorted out before 1985. 
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A farseeing energy 
company forecasts the best ts 


yet to come with leasing. 





A Tokyo Long Beach j ""aungton, DC 


Hong Kong 





: Honolulu ing We're part of F acifu | 
P jag T ER Resources, Inc., PRI, Hawaii's 
gs NEST international energy company and 
c» one of America’s largest industrial 
corporations. 


From our strategic mid- Pacific location in Hawaun, PRI manufactures, 
distributes, markets and trades crude oil, petroleum, and energy products and services. 
PRI Leasing, Inc. provides leasing services of U.S. export assets. 

PRI and its subsidiary PRI Leasing, Inc., a foreign sales corporation, 
will continue to play a growing role in the energy field during the dynamic years 
ahead for the Far East and Pacific Basin. 

PRI Leasing, Inc. — we're part of Pacific Resources, Inc.... PRI. Looking 
ahead to leasing, we believe the best 1s yet to come. 


The Best Is Yet To Come™ PHI Leasing, Inc. 
A PRI Company 


For more information, contact 


PRI Leasing, Inc. — The Haleck’s — — (Suite 200) 
P. O. Box 2506 — Pago Pago, American Samoa 96799 
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. By lan Andrews in Port Moresby 
E lans for the establishment of a 
| stock exchange in Papua New 
| Guinea are gathering momentum. Sev- 
| eral times in recent years, proposals 
| have been raised within the government 
| but stagnated due to lack of action. 
| Now, a high-powered investigating 
| committee has been established which is 
| weighted towards business representa- 
18 tion. 
sf The government's National Invest- 
| ment Corp. (NIC) has suggested the es- 
| tablishment of a stock exchange under 
| its wing, with shares offered by 
| brokers on a central trading floor. Con- 
| sulting and auditing firm Coopers 
| and Lybrand has made a submission 
. arguing there should be a private 
| stock exchange along similar, but less- 
| regulated, lines to the Australian 
| model. Sydney Stock Exchange sec- 
_ retary Peter Marshman has agreed to 
= Carry out an independent study and 
| give advice on the best way to pro- 
| ceed. 
_ The NIC proposal implies that trad- 
ing should be limited to residents of 
_ Papua New Guinea, but in principle this 
| would seem difficult if not impossible to 
| enforce. Coopers and Lybrand has ad- 














| INDUSTRY 


. By Mohan Ram in New Delhi 
4 | ndia has opened up its oil industry to 
. Mprivate participation, presaging a 
| major policy shift. Proposed new re- 
| fineries at Karnal, in Haryana, and 
| Mangalore, in Karnataka, each with a 
— capacity of 6 million tonnes, will fall 
| within the "joint-sector" category — al- 
| lowing both private and public partici- 
| pation. Oil has been a purely public-sec- 
| tor industry since it was nationalised in 
8 












|  . Although Prime Minister Rajiv 
| Gandhi maintains that there has been 
| no basic shift in industrial policy, the de- 
| cision to permit private interests in oil is 
| seen as a significant policy shift. The 
| move has also caused excitement in 
| local capital markets because of the 
| need to raise about Rs 27 billion 
| (US$2.2 billion) in equity and loans — 
| about 66% of it locally. 
| India's oil-refining was handled 
. mainly by three foreign multinational 
= | companies — Esso, Burmah-Shell and 
. Caltex — until the mid-1970s. Later, 


Equitable solution — 


. Papua New Guinea looks to a stock exchange for fund raising 
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vocated a more or less self-regulating 
system. 

Within the government of Prime 
Minister Michael Somare, ousted in 
November by à no-confidence vote, 
there was a high level of support for the 
concept. A catalyst has been disillusion- 
ment in relation to past insistence on 
large government equity holdings in 
new resource projects. For example, in 
relation to the huge Ok Tedi gold and 
copper project, the government found 
tens of millions of dollars tied up with 
long lead times for a return. 

In addition, ministers in the finance 
and planning areas have increasingly 
felt their ability objectively to make and 
implement policy (for example, in rela- 
tion to environmental protection in the 
case of Ok Tedi), has been inhibited 
through the pressure of being directly 
involved in the companies being regu- 
lated or monitored. A tight budget situ- 
ation because of depressed prices for 
mineral and agricultural exports 
(REVIEW, 28 Nov.) also makes the con- 
cept of internal equity raising for deve- 
lopment attractive. 

At present, ordinary Papua New 
Guineans can make investments either 


l . 
Seeking new energy 


. India opens its oil industry to the private sector 


India developed the expertise to ope- 
rate oil refineries itself in the public sec- 
tor, and in 1978 the multinationals were 
bought out. Since then, the country's 
entire refining capacity has been state- 
owned. 

With increased domestic output of 
crude oil, refining capacity has ex- 
panded from 31.8 million tonnes 
— — in 1980-81 to 45.55 million 
tonnes throughput in 1984-86, achieving 
near self-sufficiency. But the projected 
increase in oil consumption during the 
1985-90 Seventh Plan makes creation of 
additional capacity — through the two 
proposed refineries and expansion of an 
existing one — imperative if foreign ex- 
change is to be conserved. 

e Seventh Plan earmarks 31% of 
the Rs 1.8 trillion total public-sector 
outlay for energy projects. Of this. 
petroleum gets Rs 126.27 billion, much 
of which will be needed for exploration 
and drilling as part of a drive towards 
self-sufficiency in production. The gov- 
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Wingti: advocating privatisation. - 
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or through the NIC. Those who tend to 
trade on a large scale are generally li- 
mited to a select group of businessmen, 
as well as, to a certain extent, politi- 
cians and senior bureaucrats, The ten- 
dency of business and politics to in- 
tertwine in this country should necessi- 
tate a fairly high level of regulation in 
this area. 

Government officials are hopeful 
that a stock exchange could be up and 
running within a year. A hallmark of the 
new government has been statements 
that it intends to deregulate business 
and facilitate: investment. With new 
Prime Minister Paias Wingti advocating 
privatisation where feasible, the stock 
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ernment's dilemma is simple: either it 
could stick to a doctrinaire commitment 
and keep the refineries in the public sec- 
tor, which means a cutback in the plan- 
ned additional capacity, or ask the pri- 
vate sector to help close the resources 
gap. ; 

Many observers see in the decision to 
permit private participation in the new 
refineries a role for private business in 
the future. A precedent has already 
been set by the Suzuki-Maruti small-car 
project, in which Suzuki of Japan is 
transferring the technology and also has 
equity. 


W hat is proposed for the two new re- 
fineries might well be a pointer to a 
new pattern of investment in key indus- 
tries. In each of the refineries, 26% of 
the equity would be held by one of the 
public-sector oil companies. The pri- 
vate-sector investor will take up 25%, 
with the rest of the equity being offered 
to the public. Changes in equity struc- 
ture through market sales will not be 
permitted for 10 years. No support in 
any form will be granted from any pub- 
lic financial institutions. 

Obviously, the government does not 
want to tap the development resources 
of these institutions — which is why 
it is offering equity participation to 
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The director of the government- 
backed Institute of National Studies, 
Brian Brogan, told the Review that 
there were some local businessmen 
and politicians with a view that a 
stock exchange would almost overnight 
make available capital for new enter- 
prises. 

He said that a stock exchange would 
be symbolically important because it 
would offer business a chance to get out 
of companies as well as to get into them, 
making capital more mobile. 

Those involved in the plan see Fiji's 
experience with an exchange estab- 
lished in 1979 as cause for caution. Set 
up under the government's Fiji Invest- 
ment Bank, and highly regulated, it has 
come to a virtual standstill with only à 
handful of registered companies and 
shares trading. 

Papua New Guinea-registered com- 
panies already listed on the Syndey 
Stock Exchange include Bougainville 
Copper; Collins and Leahy Holdings; 
Steamships; Bio’ Energy Corp.; Niugini 
Mining; Oilsearch PNG and ANG 
Holdings. All have indicted they 
would be likely to list on a local ex- 
change. 

Other companies with broad share- 
holdings considered likely starters in- 
clude coffee producers such as Angco 
Coffee, Kumul Coffee, and Sepik Cof- 
fee, and Pagini Transport as well as 
Coudlands Holdings, which is as- 
sociated with the Ok Tedi project. Qj 


the private sector in the first place. 

The Karnal project — a greenfields 
refinery — is estimated to cost Rs 15 bil- 
lion, of which Rs 3 billion will come 
from equity capital and Rs 12 billion 
from loans. The public-sector company 
and its private partner together are to 
provide 51% of the equity, with the rest 
to be offered to the public. It will be the 
biggest issue in India so far. As for the 
loan component, Rs 4.5 billion will have 
to be raised through export credits or 
commercial borrowings abroad to meet 
the foreign-exchange needs, with the 
rest raised in the domestic market. The 
pattern of financing will be broadly the 
same for the Mangalore refinery. An 
aromatics plant proposed at Saleempur 
and a chain of natural-gas based fer- 
tiliser projects are also likely to be of- 
fered as joint ventures. Compared to 
the largest private-sector projects, the 
upcoming fertiliser projects are small 
affairs, costing Rs 6-7 billion, with full 
institutional support. 

All this means a challenge to India's 
merchant bankers and has far-reaching 
implications for the capital market. 
Politically, it is a dilution of earlier 

olicies because the government no 
onger sees the need to own entire pro- 
jects, even in what it has designated as 
the core industrial sector. 
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Think of a big loss 
New Zealand turns gas into petrol — at a price 


By Colin James and Simon Terry in Wellington 


he most ambitious of New Zealand's 

so-called “think big" energy-based 
projects has come on stream — to 
plaudits, doubts and controversy. Syn- 
thetic petrol began to flow from the Syn- 
thetic Fuels Corp.'s synfuel natural- 
gas conversion plant on 17 October. 
That petrol flowed was a relief, for the 
process had been tried only on the ex- 
perimental bench and it encouraged 





predictions that production might climb 
to 25% above target. But doubts remain 
over the economics of the project. 

The scheme, which converts natural 
gas from New Zealand's main gasfield, 
the Maui Field, into engine-ready petrol 
(via methanol) is a world first. De- 
veloped by Mobil Oil, the process was 
still in the experimental stages when 
the New Zealand Government, seeking 
a use for the natural gas which it must 
take from the field developers or pay for 
— and seeking protection from another 
oil-price shock — signed up for a full- 
scale project in 1982. 

The government and the company 
set up a Joint venture, Syntuel, 75% 
government-owned and 25% in the 
hands of Mobil. Mobil's risk was that 
the process would not work: in return, it 
got a guaranteed 16% return on risk 
capital if it worked to the specified out- 
put. The project is planned to take a 
third of the Maui Field offtake — 51-53 
petajoules a year — and to furnish 
570,000 tonnes of petrol. That is about a 
third of national. petrol consumption. 
The fuel is unleaded when it leaves the 
plant, but because most New Zealand 
petrol is leaded, it is re-mixed at the 
newly expanded refinery at Marsden 
Point, in the far north of the country. 

The economics are controversial. 
The government expects to lose about 






























NZ$85 million (US$47.6 million) a year > 
on natural gas processed by the plant. n 
its first two years of full production, ac 
cording to the most recently available 
Ministry of Energy (MoE) forecast. - 
After buying the natural gas from thi 
Maui Field developers (a 50:50 joint 
venture between a consortium of i 
British Petroleum and Todd of New 
Zealand, and the government, through 
a subsidiary of the Petroleum Corp. 
[Petrocorp]) and after paying they 
processing costs to Synfuel, the effec 
tive return on the raw natural gas is ac- 
tually a loss of about NZS$1.50 @ 
gigajoule for 1987 and 1988. This com- 
pares with current tenders for Maui na- 
tural gas of about NZ$3 a unit for elec 
tricity generation and exports Of 
liquefied natural gas (LNG). 
If the government sought a return of 
NZ$3 a unit on the natural gas, synthe 
tic petrol produced in 1987 would ced | 
to be priced at NZ$1.20 a litre, com- 
pared with a present retall pros for pet- 
rol from imported oil of 90 NZ cents a 
litre. The MoE says some assumptions 
have changed since the forecast was pre 
pared, but it would require a serious re 
vision of these for the government just” 
to break even on natural gas processed 
in the early years. An offsetting factor 
which does improve the government's 
overall position substantially is its share f 
of profits from Synfucl. 


Ó4 it 


he early loss on the natural gas pees 
cessed is despite completion o the 
plant — at Motunui, near New Ph- 
mouth on the west coast of the North Is- 
land — ahead of schedule and under 
budget at a total cost of US$1.2 billion. 
ver the long term, the economics of 
the venture are less clear and highly de-— 
pendent on movements in world oil } 
pes The loans servicing the plant will f 
e paid off by 1996, under current ar- f 
rangements, and after that the return on = 
natural gas processed is expected to be~ 
high unless oil prices totally collapse. It^ 
is difficult to estimate the final balance ` 
of low returns during the loan-repay- T 
ment period and high returns until the — 
contract ends in 2003. No recent official 1 
figures are available. 1 
In any case, defenders of the project f 
say, there is an intangible benefit; secu- T 
iSo supply. Although in the late 3 
1980s, with a glut on the oil market, that. 
consideration carries less weight than in 
the immediate  post-1979 oil-shock 
period, a new shortage in the 1990s 
would revive these fears. i 
There is also a foreign-exchange ar- 
gument. Oil imports to the value of 3 
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om exporting 
il gas in LNG 
me economists) would be higher. 
Similar controversy surrounds other 
jor energy-based projects conceived 
he "think big" evolutionary period 
tween 1979 and the 1981 election, in 
ch it formed an important plank in 
. re-election of the then National 
rty government. 

Extension of the Marsden Point re- 
ery, which came on stream in early 
ember, overran its projected cost 
47531 billion, for a total of NZ$1.7 


iomics compared with importing re- 
I product. 


el plant, rushed through before the 






e e sharp drop in overseas demand 
or Taiwan's products this year 
ans that the country's real economic 
wth is unlikely to reach 595, despite 
ial projections at the end of 1984 
n for an 8.5% expansion. The re- 
ced growth rate is the lowest since 
82, when the economy expanded only 
o. Annualised growth of 4.9% 
ough the first three quarters of 1985 
ight higher than that expected for 
full year, which should hit about 


omic Planning and Development 
dicting growth of 5.5% a rate pri- 
economists consider reachable. 
the changed international econo- 
ironment of the 1980s, Taiwan's 
ic planners are resigned to the 
hat the days of 8.5% g growth (the 
ge. rate for 1975-84) or better are 








isappointing trade performance | 
the chief reason for this year's eco- 
ic slowdown. Total foreign trade 
nted to US$42.15 billion through 
r. down 4% from the same 
od in 1984. Exports declined margi- 
y to US$25.46 billion in the first 10 
ths, while imports dropped a sharp 
US$16.68 billion. 
gh the reduced exports might 
pected to help ease the 
s, which has become a 
plomatic headache, the faster 
ne in imports has actually worsen- 
he situation. The overall surplus 
ough October was US$8.78 billion, 
19% from a year earlier. Taiwan's 
plus with the ‘US, its, major trading 
finer, amounted to USS$8.44 billion in 








he expansion of the New Zealand - 


r 1986, the official Council for | 


me ar 3g 
m (a move creed 
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n — raising questions about its | 
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ade growth loses steam 


| 


of 1984. 


restrictions on Ame- 


dis capi | H — na 
billion. n makes flat ace Products such 
as sheets, pipes and light plate. 


he second aluminium smelter was de- 

signed to use surplus hydroelectric 
power from a controversial dam on the 
Clutha River in the south of the South | 
Island. Instead, Comalco — a Japan- 
ese-Australian consortium with 
which agreement had already been 
signed to expand tts smelter at Bluff in 
the far south from two potlines to three, 
was encouraged to plan a fourth potline. 

But a 25% increase in the price of 
electricity imposed by the Labour Party 
government in its first budget in 
November 1984 (intended, it claimed, 
to be a full market price for the electri- 


ird 


the first 10 months, 
virtually unchanged 
from the same period 


Market-opening 
measures taken by 
Taiwan in recent 
months. including 
tariff reductions and 
relaxation of import 


rican cigarettes, beer 
and wine, will not 
take effect until early 
next year. Even then 
the new moves' im- 
pact on the surplus is 
likely to be limited. 
Asaresult, heavy po- 
litical pressure from 
the US will continue. 
One positive ele- 
ment in the reduced 
level of imports was that it cut deeply 
| into Taiwan's traditional trade deficit 
with Japan, which is the island's biggest 
supplier. The deficit with Japan through 
October dropped 32% from the same 
p the previous year to U S$1. 81 bil- 
ion 
The economie downturn drove un- 


employment up to 4.1% in August, its 


highest level in years, before it dropped 
back slightly in September. The third- 
quarter average was 3.7276, compared 
to 2.85% in the same quarter last year. 

. Declining levels of domestic invest- 
ment continue to bedevil the economy. 
Gross fixed-capital formation through 
the first three quarters totalled NT$330 
billion (US$8.25 billion), down 5.7% 
from 1984. This means 1985 will be the 
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they break down 

An ammonia urea plant (cost: 
NZ$125 million) has struck similar 
world-market snags. It is owned wholly 
by Petrocorp. the state-owned explora- 
tion and development company. The 
exception is a small methanol plant 
(cost: NZ$264 million) also using Maui 
natural gas, owned 5195 by Petrocorp 
and 4995 by Alberta Gas of Canada, 
which delivers the market outlets, Pre- 
sent calculations indicate a 10% real 
rate of return on capital. 

The record is regarded askance by the 
government, which insists that new pro- 
jects must stand alone economically, There 
are proposals for further energy schemes, 
but none of the size of the "think big” 
period are likelv to proceed. ü 
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vear of stagnant or de- 
capital investment. 

The government 
is predicting that the 
situation will improve 
next year. The fore- 
cast. is for private 
investment to rise 
5.5%, state enter- 
prises I095, and gov- 
ernment capital in- 
vestment (mostly for 
infrastructure pro- 
jects) 13%. How- 
ever, official predic- 
tions in the past two 

years have greatly 
overestimated the in- 
vestment willingness 
of the private sector, 
which in 1984 provid- 
ed 3896 of gross in- 
vestment. 

In striking contrast 
to domestic investor 
oaGRAM hesitancy, foreign 
and Overseas Chinese investment in 
Taiwan has been rising sharply this 
vear. In the first 10 months of the vear, 
approved foreign investment rose 39% 
over last year to US$508 million. The 
largest portion (4196) went into chemi- 
cals and pharmaceuticals production 
facilities, while machinery and instru- 
ments manufacture took 17% „and elec- 


fourth successi 
clining domesti 
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tronics and electric appliances 15%. As 


in past years. the lion's share of foreign 
capital came from the US, followed Yy 
Japan. 

Taiwan continued to maintain an en- 
viable price stability. The consumer 
price index average for the latest three 
months (August-October) was 104.64, a 
0.6% drop from the same period last 
year. — - Cari Goidetein 
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Private banking 


American Express Bank 





with global reach. 


Per: with global commit- 

ments require a bank with global 
resources, strength and know-how. 
American Express Bank is exceptionally 
qualified to meet the special needs of 
international clients. A few specifics: 


One of the world’s largest bankin 
networks. American Express Bank has 
82 offices in 39 countries. This global 
reach gives you prompt access to all 
key financial markets - a crucial advan- 
tage in today's fast-paced world. 





Worldwide investment opportunities. 
Our private banking clients have access 
to the worldwide investment oppor- 


World beadquarters of American Express 
Bank Ltd. will soon move to its new home in 
the 51-story American Express Tower, nou 
nearing completion in New York City. 
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tunities available through the American 
Express family of companies, offering 
many more ways to protect their assets 
and make them grow. 


Over 65 years of experience. For over 
65 years, American Express Bank has 
meant exceptional service in meeting 
the financial needs of clients around 
the world. Today, these 
services also include 
American Express Bank 
Gold Card? privileges, 
and our exclusive, 
round-the-clock Premier 


* 
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Services” for the personal and business 
travel needs of certain clients. 


Your individual Account Officer. As a 
valued client, your personal Account 
Officer will handle your financial affairs 
swiftly, accurately and with complete 
confidentiality. 


Private banking with global reach, 
by American Express Bank: the finest 
in traditional banking services plus the 
latest in proven banking technology, 
worldwide. For more details on how 
American Express Bank can help you 
reach your specific objectives, contact 
us today. 


American Express Bank 


JEISEN Exceptional service in private banking 


American Express Bank Ltd. 
An American Express company 











7 ^7w amond Shamrock is oil and gas, chemicals and coal. It is a multi- 
| D billion-dollar Dallas-based corporation with projects in a dozen nations 


that surround or are surrounded by the Pacific Ocean. 


: But our commitment to the Asia Pacific wasn't born yesterday. We have 
- been growing in partnership with you since 1962. 


-. Today, among other things, our /ndonesian oil is a major energy source 
.. for your utilities and your industry. Our billion tons of Alaskan coal is 
. being readied for your boilers and furnaces. Our chemicals are helping 
.. your textile and electronics industries grow and prosper. Fully a third of 
_ this Fortune 500 company's assets are in the Asia Pacific. 


- Diamond Shamrock's partnership with Asia has been a rewarding one 

_ for both sides. We are actively seeking new ways to make it even more 
. rewarding. For you as well as for us. Please write for our new booklet, 

. “Helping Asia Grow.” 





x N Diamond Shamrock 
The resourceful company | 


Diamond Shamrock Corporation | Diamond Shamrock Corporation 


16/F., St. John's Bldg. . imperial Tower 1-1, 1- Chome 
38 Garden Road .. , Uchisaiwai-Cho 

‘Central, Hong Kong Chiyoda-ku, — 100 Japan 
Tel.: 5-212435 ^ 5 Tet: 3-593-3411 


Telex: 65-301 DSPRC HK | j Telex: J34313 DACC TYO 








J " The number of four-wheel drive — 8,.57——71 f 

It S got the makings of the vehicles on the market is grow- Da Tacik 
1 : ing from day to day. But not the A 
World Champion Audi number of alternatives to an 
. ° Audi quattro model. Because i 

the Audi quattro drive system | 

is backed up by the technical : 

know-how and experience gain- — Vu 

ed in countless rally victories . i^g 





3nd four World Championships. 
The thinking behind the quattro 
is really quite simple. Things 
are safer for the driver if he uses 
the advantages of four-wheel 
drive permanently. Under all con- 
ditions. On the road and even 
off it. A quattro driver does not 
have to keep adjusting to his 





car. Which is why the four- 
wheel drive in a quattro cannot 
be switched on or switched off 
We want your advantage to 
be a permanent one. With the 
same drive as the World Cham- 
pion. Come and see for yourself 


Qjwattrc 


SINGAPORE: Champion 
Motors Pte. Ltd., Tel. 4733211 
MALAYSIA: Kuala Lumpur 
Auto Dunia Sdn. Bhd., Tel. (03) 
57 7677 - HONGKONG 
Aberdeen, Jebsen Motors, Tel 
5-275278 - TAIWAN: Taipei 
Universal Motor Traders Ltd 
Tel. (02) 7153101 





You may think no airline 
can improve on it. 


Weve worked hard to make our menu the best in 


the air. And a lot of people seem to think we've succeeded. 


Our passengers can enjoy delicious entrées like Lobster 
Thermidor, Prawns Neuburg or Roast Loin of Veal. 


Filet Nicoise is particularly popular. 


If you're flying long haul, you can even savour the 


^ 
national cuisine of your country of departure or arrival. 


Our menus are constantly changing. And our chefs 
constantly trying to go one better. E. 


3h 
cr snmurdin 
it's remarkably — ———— eT 


i A MEMBER OF IATA 
difficult. Welcome to our world. 
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e With total consolidated assets equivalent to NOW WE ARE REACHING OUT EVEN FURTHER 
USD 5366 Million (end 1984), Postipankkiisoneofthe AND TAKING OUR EXPERTISE TO IOK) 
top-three Finnish banks. 


e Practically every Finnish company has an account 
with us, and as the leading bank in Finland for domes- 
tic payment transfers, we are your ideal partner for 
transmitting your payments - conveniently and effi- 
ciently. 


e We are very active in international loan syndi- 
cations, where we are a Nordic leader, and in securi- 
ties. 





e Our full range of international services and pro- x 
ducts includes foreign exchange and money market Mrs Annikki Saarela, Chief Representative an 
services, project and international trade financing, Erkki Kylákoski, Representative of the Postipar 








funding, swaps. Test our flair and creativity! Tokyo Office. 

e Helsinki Head Office Unioninkatu 20, 00007 Helsinki 7 e Moscow Representative Office Hote! Natio! 
Tel. 358-0-1641. Telex: General 121698 PGIRO SF Prospekt Marxa 14/1 Moscow 103009 USSR 
Dealers 121701 PSPEX SF Bonds 121079 PSPSE SF Tel. 203-49-51, 203-49-65. Telex: 413018 PPK SU 

e London Subsidiary: POSTIPANKKI (U.K.) LIMITED e Tokyo Representative Office Banque Indosuez B 
Token House 14-18 Copthall Ave LONDON EC2R 7DD 7th Floor, 1-1-2 Akasaka Minato-ku, Tokyo 107, Japa 
Tel. 01-638 6433. Telex: 894818 FINBK-G Tel. (03)505 4351/2, Telefax (03)5056274 


Cables: FINNINT LONDON EC2 Telex: J 34694 PSPTOKYO 





wuld" Wik . 
First name in steam. 


Nobody knows more about steam 
generating systems than Babcock 
& Wilcox. That was true in 1867, 
and it's still true today. 

When Stephen Wilcox and George 
Babcock introduced and perfected 
their ingenious water tube boiler in the 
U.S.A. over a century ago, they laid the 
groundwork for a tradition of innovative 
leadership in steam generation which 
is today meeting the needs of utilities 
and industries all over the world. 

The full range of Babcock & Wilcox 
international support covers everything 
from design to construction and startup 
of complete turnkey industrial and 
utility boiler islands. We supply every- 





thing from boiler controls and cleaning 
systems .. . to training programs for 
your operators. 

We have highly skilled field and 
home-office engineering specialists 
ready to work closely with you to plan 
and implement efficient, cost-saving 
plant improvement projects—from 
simple upgrades to complete boiler 
rebuilds. Total scope service also 
includes quality Babcock & Wilcox 
replacement parts for your operating 
equipment. 

For over a century, Babcock & Wilcox 
has been the technology leader in 
steam generation in the United States 
and worldwide. Let us share our know- 
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ledge and total scope resources with 
you. 

Contact the Manager, International 
Sales, Babcock & Wilcox Canada, 
581 Coronation Blvd., Cambridge, 
Ontario N1R 5V3. TLX 069-59341. Or. 
Babcock & Wilcox International, Inc., 
20 S. Van Buren Ave., Barberton, Ohio 
USA 44203. TLX 98-6406. Babcock & 
Wilcox, a McDermott International 
company. 


Where the world comes 
. for energy solutions. 


M; 
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Authoritative guide to trading opportunities in the Japan market 











JAPAN TRADE 
DIRECTORY 


The Essential Aid to Trade 








with Japan 


The latest Japan Trade Directory (JTD) 1984-85 published by Japan 
External Trade Organization (JETRO) is the most comprehensive 
volume yet to appear. Easy to use and conveniently cross-indexed 
for speedy reference, it contains detailed information about export- 
ing and importing opportunities in the Japanese market. Potential 
trading partners are introduced, together with the products and ser- 
vices they are interested in importing and/or exporting. 

More than 2,000 companies and 10,000 products and services are 
listed. In fact, all the essential information required by overseas cor- 
porations interested in trading with Japanese companies is presented in 
concise and read-at-a-glance form. The profile of each of Japan s 47 prefectures gives 


readers a balanced perspective of Japan, the country, as well as its commerce. 
This third edition of the Japan Trade Directory has been greatly expanded to include a much wider range of 
Japanese companies interested in two-way trade. JTD 1984-85 is, beyond doubt, the key to successful 


trading with Japan. 


Part 1 Products and Services 


m Alphabetical Export Index 
m Alphabetical Import Index 


Use the alphabetical export index or import index to 
pinpoint the product or service exactly matching your 
requirements. The indexes tell you the company name 
and its particular specialties. Indexes also give the in- 
ternational markets in which companies are most in- 
terested, plus the page number giving further com- 
pany details. 


Part 2 Prefectures and Companies 


m Prefecture and Company Profiles 
a Alphabetical Company Index 
= Trade Name Index 


Every company listed in the directory is individually in- 
troduced in this section. Details go far beyond informa- 
tion available from conventional directories. For exam- 


ple, JTD 1984-85 tells you what languages are 
spoken, staff names and departments, catalog avail- 
ability, contact preference and other information in any 
one company. The alphabetical company index lets 
you know, at a glance, where to find the company you 
are looking for. 

The prefectural section sets out useful information 
on all of Japan's 47 prefectures. Data include popula- 
tion, climate, marketing and trading statistics of local 
industries, products and crafts, tourism and travel, and 
hotel accommodation, as well as an outline of loca! cul- 
ture and history. 


Part 3 Advertising 


a Advertising 
m Advertiser's Index 


The advertising section completes the introduction of 
potential product suppliers. Additional information 
concerning the company, its product features, as well 
as photographs or illustrations can be found here 


Order your copy(s) now by simply completing the coupon below and return it together with vour payment in 
the amount of HK$1,350 per copy to the indicated address. 
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To: Publications Division, Far Eastern Economic Review, G.P.O. Box 160, Hong Kong. 


Yes! Please send 
(surface postage in Hongkong inclusive). 


Name: 


Address: 








copy(s) of the Japan Trade Directory 84/85 for which | enclose HK$1,350 each 
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What the rich give the 


Royal Saltite by Chivas:21 year old Scotch whisky. 





COMPANY PROFILE 


Keeping business in 
the extended family 


By — Cottrell in Hongkong 


The Kweks are buyers, 
not sellers. 
businesses in their 
family balance-sheet 
which date back 40 
years and more, to the 
| four brothers who left 
Fuzhou in China for a ship's chandlery 


the Hong Leong Co. in 1941. The group 
today spans finance companies in Singa- 
pore, Malaysia, and London, a bank in 
Hongkong. hotels, office blocks and 
- stockbrokers, nail factories, concrete 
|- pile casters and tile makers. 
|. The Kweks climbed all the rungs on 
| the ladder of business opportunity 
|. which extended through Southeast Asia 
A during World War II and the following 
years. They were traders and dis- 


and building-materials producers in the 
late 1950s; property developers in the 
1960s; financiers in the 1970s. In the 
1980s, the second-generation sons are 
the professional managers of a con- 
glomerate now substantially trans- 
formed from a private to a publicly 
listed group — but still, very definitely, 
a family business. 

The present principal family holding 
company, the  Singapore-registered 
| Hong Leong Investment 
| (HLIH), is owned by 30 Kweks span- 


| ning three generations. The oldest, the 


surviving two of the four founding 


There are | 


| carry the name “Leng.” 
| Beng, 45, has assumed many of his 
‘tributors in the 1940s; plantation invest- | 

ors in the early 1950s; manufacturers | 
| Kwek Hong Lye, runs the Hong Leong 
| companies in Malaysia: (A friend says 
| that Quek Leng Chan owes the variant 


Holdings | 
| Singapore-based branch headed by 


brothers, carry the generational name 
“Hong.” The group was called after the 
now-dead Kwek Hong Leong, probably 
because his name was the most auspi- 
cious: it translates roughly as “abundant 
and grand.” | 

The senior family member is Kwek 


| / | Hong Prg, now in his 70s, who retired 
‘in. Singapore in the 1930s and founded | 


last year from the chairmanship of the 
family’s main Singapore company, 


| Hong Leong Finance. The first of the 
-brothers to make the journey to Singa- 


pore, he later recalled boarding the 
ferry at the Chinese port of Xiamen with 
nothing more than his ticket, a mat, a 


quilt, and his paren advice iud best 


wishes. 
Kwek Hong Png'ssons and nephews 


father's executive roles in Singapore: 
his cousin Quek Leng Chan, 44, son of 


spelling of his name only to the accident 


of a form-filling midwife.) The third- 


generation Kweks have vet to take 
senior executive roles within the group. 
While there is no obvious social rift 


within the family, the Malaysian group 
| of companies headed by Quek Leng 


Chan likes to emphasise its operational 
independence from the interests of the 


Kwek Hong Png. PIE 
The Kwi eks are publicity shy, but not 


i sive but rational, 


in Malaysia, non- fam 
managers. The REVIEW's atten 
trace the Kweks’ private com 
vealed a group structure which i 
with no ob i 
tempts to conceal ownership 


e employ, 


i nominee shareholdings or grati 
| termediate holding companies. 


xecutives within various | 

Leong companies were willl 
talk about their businesses, the 
formly RUE. to à be quoted b 
e openness m 

part he price ofr running finance 
panies, which dépend for f their t 


| on public confidence in their 


In Hongkong, the Malaysian K 
1982 purchase of the Dao Hen 
group is now forcing the family 
ifs public profile at least shig 


‘show its strengths, Dao Heng 


this -vear one of several smaller 
kong banks to suffer from 
rumours in the wake of the cola 
the Chang family’s Overseas | 
Bank (OTB) on 6 June. The D: jo | 
Kweks, like the Changs, are Malay 
based Overseas Chinese, and Dao! 
itself was on the point of buying an € 
subsidiary, Hongkong industrial | 
Commercial Bank (HICB) in the w 
of the collapse. 

Dao Heng suffered a gunltby a 
tion which the Kweks have had to 
with some success, to dispel. The 
pore branch of the family found 
grappling with a similar but separa 
problem in July this year: a two-day t 
on Hong Leong ! Finance was put 
with the help of the Monetary A th 
of Singapore, following which 
offered a S$250,000 (088118. 


| ward, as yet uncfaimed, for help int 


ing down the sources of what it ¢ 

"malicious and unfounded” ramou 
Dao Heng was, by the Kweks' e 

ous standards, an extravagant 


| haps the only major rid à 
| any arm of the group with a pri 


“Kwek Leng | 


— — — — na —— —— — ——Ó—PÀÓ mea a HO me eae nat EATEN O88 —— 


sentimental value. Éxctudec į 
ranks of licensed banks by an of 
buff in Singapore and Dy 
moratorium on new licences "m 

sia, they bought a bank in E 

stead — and paid a HKS$6C 

( US$76.9 million) premium os 
vendor's book valuation for it. iust 
fore the onset of a two-year territ 
wide political and financial crisis € 
the future relationship with China w 
sent the value of ev erything m He 
kong — banks. shares, property 
dollars alike — plummeting. 


ne executive savs.s 
that buying : Dao 
of — pride, and 
mistake at least of 
| found de bank, the 












































 Kweks hold Dao Heng Bankina 
cly quóted Hongkong company, 
Leong Co. (HLC), which they | 




























| | through à prae Malaysian 60% TERR T 
ng company. HLC's other major | BriskAnd ME uua x 
holder "s me Goverhment of "Bas Galvanizing 
wait Investment Office, which de- 100% — 
ed a 20% stake during 1984. Apart BAK Associate 
Dao Heng Bank, HLC owns a ~ 
ities house, Hong Leong Secar- j E y J 
and an insurance company. It is | | 3005] — 10076 56.9% [51% 60% 


1i Iding a hotel i in Fuzhou, the an- 





E Chiese p partners. The US$16 




















































‘300-toom hotel is due to open. 60% 
— $ Shinkeikin 
g Leong: companies are run Aluminium 
cand from the top. One former: 
yee of HLC says he believed. 100%] .1100* 
(pen Chan, chairman of HLC,- |.  Meeneics |e — — 
check every executive expense | | — 
t personally. Quek visits Hong- | — [100% — ———— 
for monthly HLC management | Hong Stein — [Products Manufacturing 48% 
ings, while his brother, Kwek Leng [M] Sdn Bhd Singapore Cement 44 4s; 
ives in the territory as managing |. mdusuisiCo Jee 7.07% 
irector of the bank. The chairman's | Singapore Cement la335 — 
onthly mecting is a fixed point in the — oe E 
ming of all the Malaysian Hong T en ee. [265% 
i ng — besides — — alates aa meet at 
ased on detailed financial briefs of cur- | 
it and projected performance. MALAYSIA aean. — — 
ec 4.67% 14.59% I 
buek will also periodically use a ||. sid | 1 
e meeting to —— “management the feng: ene. Chan o — NONU l 
emes" aimed at tightening up any per- 92.3% 7.7% 18.52% 5.6196 i 
ed abelian n d E — 2430 F K l 
ew ormance targets. "Profit pro- - 
e was a recent theme set fer ihe | Hong Leong 17.93% Co. IM laysi 2 LAN venga | 
ndustrial companies. At one point, all 17.66% a aysia] «- i 
'oup managers were instructed to look | —— en A 
Dpportupties to make "quantum | —p —T[ 
ps. Over 50% 100% — 100% 
wek Leng Hai's previous job, the [Hong Leong Hong Leong 
naging directorship of the publicly — — 
oted Hong Leong Industries in Kuala TP gee ays: 
pur, is now held by Roger Tan Kim ^ | Total assets: M$909m (3) 
a —— ee and for- | NONSE d 
y a practising lawyer e Malay- — | 
Kweks keep Sni in the fami- | ee UON _HiFinance — ]78.34*6 400% —— 
^ut hire top managers. Hong Leong {Hi Leasing |100% f- Fran. Hanm ]51*6 (0 qe 
edit, one of. Malaysia's biggest fi- {Ht Equities |100% — 29% 10076! Malaysia 
* houses and also now publicly a l 4100%| Brisk Steet 
oted, has another outside managing — a d ue 
tor, James Lim Cheng Poh. And HL Equites [HN] 100% 100% _threding 
Kwek Leng Hai's arrival in Hong- Malaysia . |400% JE ue 
in February, Dao Heng Bank was enis rie ! SET 100%] cg | 
Lillian Too (now Lillian Lim), 100% — 
mer head of Credit in Kuala 100% T 
Te 
vities ranging “from Sewing! to Equity & assets: Taman 
ationery. The group's "core" busi- (1) At 31 Dec. 184 . à e ee 
esses are the manufacture and distri- 3 At 30 June '84 | Kash | 
iiS Pea cci em Sayang | 


Publicly-listed Co. 








: This chart was compiled from available public records. itis not exhaustive, 
; nor has it been approved. or endorsed by any of ef the companies ü 
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Total asseta 
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5.64% 


otal assets: $$1.9b(1) — 
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"many Malaysian builders, 
and Tan ordered Industries last 





ruction supplies division: group 
over for the year ended 30 June 
fell to M$266 million (US$109.2 
ion) from M$348 million. The main 
t of the squeeze, trade debtors, 
"chopped from M$116 million to 
74 million, enabling group bank bor- 
ings to be cut by M$23 million. 

he Kweks' other publicly quoted 
ysian industrial ^ interests are 








981. Hume Industries specialises in 
aking plastic and concrete pipes. 

< The public companies — HLC, In- 
ustries, Credit, and Hume, plus the 
wek-controlled London deposit-taker 
anson Finance Trust — represent by 
ar the majority of incorporated assets 
eld by the Malaysian Kweks, as far as 
€ REVIEW could ascertain from avail- 
ble company records and interviews. 
ie public companies are controlled 
rough a single private Kuala Lumpur- 
gistered investment-holding com- 
ny, Hong Leong Co. (Malaysia) 
LCM). Ownership of HLCM is di- 
ded between Malaysian- and Singa- 
Dore-registered shareholders, almost all 
weks or Kwek-related, with Malay- 
in registered addresses in a slight 
ajority. 


"he Malaysian public companies were 
built up mainly through injections 
assets from the Kweks' privately held 
roup, the largest of which occurred be- 
een. 1979 and 1983. Industries was 
nown as Fancy Tile Works until it 
anged its name in 1979: Credit was 
ice. called Sovran Industries. One 
up executive says the only significant 
CM asset left to be injected into a 
iblic company is Hong Leong Equip- 
at. which holds a franchise for Mit- 
ishi construction equipment. 

‘he rapid growth induced by trans- 
.Of parental assets made Hong 
ng Industries the star of the Kuala 
pur stockmarket in the first half of 
when its shares rose from M$4.98 
eak of M$21.80. During the same 
iod, Credit shares bounded from a 
f£ M$3. 74toa high of M$16.90. The 
ks also sold major property assets 
ndustries and Credit. With the 
uous decline of the Malaysian 











pur, since 1982, some of these in- 
‘ests now sit less comfortably. in. the 
blic-company balance-sheets. 

In April 1984, Credit paid M$91 mil- 


al Kuala Lumpur which had been 
d at M$95 milion in September 


vien ed. Seeing hard times 


to begin "selective trading" by its | 


iped together in Hume Industries, 
ught from Australia’s Humes group. 


perty market, particularly i in Kuala 


in in shares for Wisma MPA, a 22- 
ey office and shop development in 
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1984. the last publishe te 
balance-sheet date. The Popen 
would be higher if HLC’s M$50 million 
of goodwill, attributable mainly to its in- 
surance subsidiaries, were to be strip- 
ped out: fixed assets would then amount 
to 65% of net tangible assets. Wisma 
MPA would certainly be worth less than 
M$95 million today, though property 
valuation in Malaysia seems a particu- 
larly inexact science. A professional val- 
uer might reckon it to be worth 10-15% 
less, but an actual buyer at that price 
would be hard to find. 

Industries 198] share-price surge 
derived mainly from its M$22.95 million 
acquisition in. April that. year of Mai 
Kah Corp., a suburban land developer. 
In October 1982, it paid M$66 million. 
for Hong Leong Realty, also bought 
from Kwek family interests. Two-thirds 
of HL Realty's price was attributable to 
Bangunan Hong Leong, the group 
headquarters building in downtown: 


K wek a Hong ie ye; n K weng ipa Kee; Kwek Leng Joo. 


Kuala Lumpur. Industries reported 
profits from property investments of 
M$11.9 million in the year to 30 June 
1984, but just M$1.9 million one year 
later. The company attributed the 
downturn to delays in residential pro- 
jects which were being moved down- 
market to attract low- and middle-in- 
come housebuyers. 

HLC in Hongkong enjoys a market. 
capitalisation of some HK$730 million; 
Credit of M$555 million; Industries of 
M$340 million; Hume of M$550 mil- 
lion. The combined market value of 
Hong Leong Co. (Malaàysia)'s stakes in 
these publicly quoted offshoots is about 
US$350-400 million, though that should 
not be regarded as a measure of the Ma- 
laysian Kweks' net worth. Some of the 
shares are mortgaged to banks as secu- 
rity for borrowings, while not all the 
family's assets can be presumed to lie 
within the corporate structure. Quek 
Leng Chan is regarded as one of Kuala 
Lumpur's fiercest and most successful 

| R operators — a talent 
matched, it is said, by his skill at 
fnahjong.. wo eee who TORON 
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| uncle i in Singapore. | 





























































The splitting-off of the Malaysian 
branch of the Kweks dates back to 
shortly before the Malaysia-Singapore 
schism in 1965. Quek.Leng Chan, newly 
qualified in London as a barrister and in 
his early 20s, was despatched to Kuala 
Lumpur to begin building up the fami- 
ly's interests in Malaysia. His cousin 
Kwek Leng Beng initially accompanied 


him, but decided to return to Singapore. 


[nstead, Kwek Leng Hai, Quek Leng 
Chan's younger brother, moved up to 
join the fledgeling Malaysian group 
after completing his own training as a 
chartered accountant. 


he Malaysian group is very. much 

the personal creation of Quek Leng 
Chan, with its own distinct structure. 
Like Singapore and Malaysia them- 
selves, the two. branches. of the Kwek 
family are nowadays bound together by 
common heritage and. common interest, 


but appear to operate as much in rivalry 
as in partnership. When HLCM bought 
Dao Heng, it went to the trouble of in- 
serting in one offer document the state- 
ment that the Malaysian group “is au- 
tonomous and operates independently 
of the Hong Leong companies. in Singa- 
pore.’ 

Hong Leong executives say the two 
branches of the group are operationally 
independent with the exception of some 
minor shared industrial interests. It 
may, nonetheless, have been a mis- 
guided piece of public relations to 
bluntly claim “autonomy” in an official 
document. The effect was to focus 
analysts’ attention on the strong links 
which do exist between the two arms at 
board and shareholder level. . 

Kwek Hong Png, the Singapore pat- 
riarch, is chairman of the Malaysian 
Hong Leong Industries — though Quek 
Leng Chan is Industries’ executive vice- 
chairman. Quek is on the board of Hong 
Leong Finance in Singapore. Quek is 
also a shareholder and director of the 
Singapore-registered Hong Leong In- 
vestment Holdings which is in turn th 
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SURPRISING BUSINESS SENSE. 


At the New World Hotel in Hong Kong, you'll be surprised 
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One relevant distinction between 
= family branches is that the Malaysian 
— Kweks are said to enjoy a rather better 
— relationship with their respective gov- 
ernment than do the Singapore Kweks. 
One veteran Singapore broker says that 
the older Kweks have yet to live downa 
_ rough-and-ready reputation which they 
acquired in early property-redevelop- 
- ment projects. 
- . When Hong Leong Finance was re- 
| fused a banking licence by the S - 
| pore Government in the spring of 1983, 
| news of the decision rapidly found its 
_ way into local newspapers: it is hard to 
_ believe the Kweks themselves would 
J E leaked it. The Malaysian Kweks, 
| buying a bank in Hongkong, may have 
= wanted inp to point out that they are 
| not quite the same people who were 
| being refused a banking licence in 
_ Singapore. The boundary of implausi- 
| bility was crossed by their claim to be 
not the same people at all. 
= Quite who does own what of the 
| Hong Leong group in Singapore used to 
| beeasyenough to verify until mid-1984. 
| In April of that year, however, three 
- new companies were registered which 
- may well be intended to supplant HLIH 
{| as the ultimate holding company for 
| Kwek family interests in Singapore. 
| _ The three new vehicles, Kwek Hong 
| Png Investment (KHPI), Kwek Hong 
‘Khai Investment, and Kwek Hong 
Leong Investment, are private com- 
| panies exempt from filing annual ac- 
| counts with the Registrar of Com- 
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: f By James Clad in Kuala Lumpur 
1g — — disarray in the world tin 
| Wf market is rapidly accelerating clo- 
| sures of Malaysian tin mines and forcing 
| informal dealings in the metal. Desper- 
| ate to get tin moving again to meet busi- 
| ness liabilities (REVIEW, 21 Nov.) and 
| despondent at the paralysis of the Lon- 
| don Metal Exchange (LME), miners 
| are selling directly to buyers while 
n smelting companies are buying tin ore at 
EB EC savagely knocked down from the 
| last (24 October) LME quotations. 
| | Even in an industry accustomed to 
| bad news, the wes of closures by mid- 
_| November had become breathtaking. 
| The All-Malaya Chinese Mining As- 
| sociation (AMCMA) ee Datuk 
-| Chin Pek Soo, said 338 gravel-pump 
| mines functioning in October had 
closed, and that only 28 of the country’s 
58 dredge operators were working by 
the last week of November. That could 
- be just the beginning: Primary Indus- 
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of KHPI, for instance, states that only 
people "entitled or permitted" to be 
shareholders or director of HLIH may 
become shareholders or directors of 
KHPI. Another clause says that if, de- 
spite this provision, any non-member 
of HLIH does succeed in becoming a 
member of KHPI, then KHPI must sell 
any shares which it owns in HLIH. 


E: of the new investment vehicles 
is named after one of the founding 
Kwek brothers of the Singapore branch, 
and each has as its directors and share- 
holders two of the respective brother's 
sons. KHPI is owned and run by Kwek 
Leng Beng and Kwek Leng Joo; Kwek 
Hong Khai Investment by Kwek Leng 
Kee and Quek Leng Kiat; Kwek Hong 
Leong Investment by Kwek Leng Keow 
and Kwek Leng Peck. 

The apparent intention of the new 
vehicles is to consolidate ownership of 
the Singapore Hong Leong group, 
which had gradually been fragmenting 
among increasing numbers of the ex- 
tended family, back into tight blocks 
controlled by the immediate family. It 
has the incidental effects of adding a 
layer of privacy to the family's private 
assets, and of making HLIH less vulner- 
able to any outside predator who might 
seek to grab a toehold by buying out a 
disaffected family member. 

The incorporation of the new com- 
panies coincided with the retirement in 
September 1984 of Kwek Hong Png 


Tin's off-market forces 


|. Dissension wracks metal trading — and threatens rubber 


tries Minister Datuk Paul Leong says 
that a price fall to half the pre-suspen- 
sion LME level (M$29.50 or US$12.15a 
kg) will see 9575, of Malaysia's mines 
close. t | 

The country's two Penang-based 
smelting companies, Datuk Keramat 
Smelting and Malaysian Smelting Co., 
have resumed purchases of ore after a 
short hiatus, albeit offering the miners 
"advances" of just 30% of the last 

uoted LME (and virtually identical to 
the Kuala Lumpur Tin Market) price. No 
one seems sure whether the contract for 
these purchases includes a legally en- 
forceable commitment to pay the re- 
mainder of the “full” pre-24 October 
prices. 

Industry sources said miners need 
the advances, if only to meet some es- 
sential operating costs. With local pew- 
ter makers and solder-manufacturers 
paying M$20-24 a kg (67-81% of the 24 











sident. With the running of the group 
now firmly in the hands of the second 
generation, it may be that the invest- 
ment vehicles reflect the desire of one or 
all of the groups of cousins to pursue 
their own projects without necessarily 
involving the remainder of the family. 

If so, much the strongest and most 
interesting of the new investment vehi- 
cles will be KHPI: Kwek Leng Beng is 
now chairman and manager of Hong 
Leong Finance, while Kwek Leng Joo 
heads up the Singapore Hong Leong 
ie dy investments in Hongkong. 
wek Leng Beng and Kwek Leng Joo 
are also, unlike their cousins, directors 
of City DABAT the family's pub- 
licly quoted Singapore property de- 
veloper. 

The Singapore Kweks have consi- 
dered de: their Malaysian cousins 
into the Hongkong stockmarket. They 
came close to making a bid for Great 
Eagle, a major Hongkong property de- 
veloper, earlier this yan but — Kwek 
Leng Beng told the Singapore Business 
Times — “the [Lo] family was in the end 
reluctant to part with their family com- 
pany.” According to Kwek Leng Beng, 
the family also looked at buying the 
Hongkong Land Co.’s Excelsior Hotel, 
considered the HK$800 million price 
tag “an interesting figure,” but in the 
end apparently decided not to proceed. 
They did, however, move to buy a 
HK$77 million residential site in Hong- 
kong’s Repulse Bay in a joint venture 





October quotation) for spot deals, the 
smelters have come in for sharp criti- 
cism from miners’ associations. Chin's 
deputy, Datuk Hew See Tong, has de- 
manded double the current “advance.” 

Behind the tussle lies a bigger prob- 
lem: how much does the government 
want to subsidise miners in this period 
of what could become an extended 
crisis? To date, the AMCMA and other 
miners’ groups have pleaded for rein- 
troduction of diesel-fuel subsidies (cut 
in 1984), reductions in electricity rates, 
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_vestment was made via Hong Leong 
International (HK), a subsidiary of 
HLIH. 

Hongkong, and China beyond, offer 
both the Malaysian and Singaporean 
Kweks the prospect of markets which 
are, for now at least, out-performing 
their home turfs. -All three publicly 
quoted Hong Leong companies in Ma- 
laysia ig sete lower profits for their 
1984-85 financial years, and all will be 
hard-pressed to avoid a repeat pérform- 
ance in the current year — though Cred- 
it’s investment portfolio should be bene- 
fiting from the recent strength of the 
Malaysian stockmarket. Singapore's 
economy is likely to contract in 1985. 
Malaysia is officially expecting to grow 
by 5.2% in 1985 and 6% in 1986, but in 
Pine any growth at all will be credita- 

le in the face of weak commodity 
prices and a subsiding construction sec- 
tor. 

The Singapore Hong Leong indus- 
trial interests, held in the private Hong 
Leong Corp., are harder-pressed than 
their Malaysian counterparts. Hong 
Leong Corp. reported pre-tax profits of 
S$9.8 million on turnover of S$325.5 
million for the whole of 1984, compared 
with S$10.1 million for the last six 
months of 1983 on turnover of S$193 
million. Hong Leong Corp. was being 
pom for a Singapore stockmarket 
isting in spring 1983, but was “pulled” 
unexpectedly in May — not unreasona- 
bly in view of the subsequent profit 





and other concessions or of assistance. 
Until now, 
quietly but increasingly set on allowing 
a drastic but perhaps inevitable market- 
led reorganisation of the industry — has 
not been sympathetic. As a senior offi- 
cial described the problem to the 
REVIEW: “Barring a willingness by all tin 
roducers to rescue the International 
in Council [ITC], we may have to let 
the chips fall as they may.” He added: 
“For a government with little else to ex- 
pect except more ITC levies adding ever 
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sC e Kweks or their bank- 
ers had the flotation gone ahead. 

Much more worrying for the Singa- 
pore Kweks than broad-based econo- 
mic stagnation must be the collapse of 
the local property market in Singapore. 
Office valués have dropped 70% from 
1981 peaks, and still no big buyers are 
appearing. Hotels have glutted a shrink- 
ne tourist market, and are struggling to 
fill half their rooms at heavily dis- 
counted rates. Whatever the Kweks’ 
landmark Hong Leong Building in 
Shenton Way was worth in 1981 —some 
say S$1 billion — it is worth less than 
half that now, and may have further 
damaged its attraction to tenants if the 
Stock Exchange of Singapore moves out 
to the almost-completed OUB Building 
in Raffles Place. 


E: Hong Leong Finance's profits 
are partially in thrall to its property 
interests. Pre-tax profits fell from S$77.3 
million in 1983 to S$45.8 million in 1984, 
owing to a S$20 million decline in the 
contribution from property develop- 
ment; though, at approximately a quar- 
ter of shareholders' funds, fixed assets 
were not unduly straining HLF's year- 
end 1984 balance-sheet. 

One consolation for the Singapore 
Kweks is that many of their land pur- 
chases far antedate the last boom. Kwek 
Hong Png started assembling the site on 
which Hong Leong Building now stands 
in 1947, and added the last piece 20 
years later. 

Where to now? If Singapore's new 


more stockpile tin, the argument looks 
increasingly attractive." 


I: London, attempts by-the banks, 
with Bank of England guidance, to 
stitch up a solution to the tin crisis have 
so far failed to get the agreement of the 
ITC. But the various parties have not 
yet given up. The LME has agreed not 
to re-start trading of the metal for the 
time being. And the ITC has decided to 
reconvene on 2 December and not 
break up that meeting until à décision is 
reached. But hopes for a solution are 
not high. eb 

One outside victim of tin's plight is 
natural rubber (NR), where weak mar- 
kets are causing growing disquiet 
among major Asian producers — 
among them Sri Lanka, India, In- 
donesia, Thailand and most important, 
Malaysia, where large numbers of 
smallholders have mortgaged their fu- 
ture to the rubber tree. 

Although sluggish before the tin col- 
lapse (REVIEW, 14 Nov.), rubber prices 
have become the “innocent victim” (as 
one trader put it) of “bad sentiment 
spilling over from the London Metal 

xchange debacle,” reaching a 10-year 
low on 25 November with prices for the 
benchmark ribbed smoked sheet top- 


more divided group, perhaps separation 
will motivate the smaller family group- 
ings into new activities, much as it moti- 
vated Quek Leng Chan 20 years ago — à 
sort of family version of the fashionable 
"intrapreneurism. " 

For Malaysia, where Quek Leng 
Chan's main enthusiasm seems to be for 
capital rather than industry, one 
strategic goal might usefully be making 
the various financial units of the group 
work rather better with and for one 
another. They are, so far, doggedly dis- 
sociated. 

Because of exchange-control regula- 
tions and because Malaysia’s central 
bank likes finance companies to be run 
independently of proprietorial or hold- 
ing-company interests, Hong Leong 
Credit cannot guide its Malaysian cus- 
tomers across to Dao Heng Bank in 
Hongkong, still less offer cross-border 
facilities such as back-to-back loans: nor 
does it have any preferéntial role in 
financing credit customers of Hong 
Leong Industries. Dao Heng Bank in its 
own prospectus dissociates itself from 
Hong Leong Finance in —— And 
how many people in Asia have ever 
even heard of the London offshoot, 
Manson Finance Trust? 

Investment banking is crossing fron- 
tiers with increasing ease: perhaps the 
proposed liberalisation of Malaysian 
and Singaporean securities markets 
next year could open up one major area 
of business in which various Hong 
Leong units could work together to 
mutual benefit. o 


grade (RSS 1) dropping to M$151.75 a 
kg. But the LME fiasco has done more 
than just dampen prices: whatever the 
background to the affair, the ITC's fail- 
ure to support its buffer-stock man- 
ager’s purchases has struck a blow at 
underlying confidence in other com- 
modity-protection agreements (CPAs) 
that rely on member-financed market 
intervention to buttress prices. 

For rubber, the global price-support 
mechanism is the 33-nation Interna- 
tional Natural Rubber Organisation 
(Inro), a grouping whose charter ex- 
tends to October 1987. Unlike most 
other CPAs, Inro has pulled all major 
producer/exporters into its fold. This 
contrasts sharply with the [TC format 
and should give Inro strength. 

However, Inro’s secretariat said re- 
cently that bankers will shy away from 
taking stockpile rubber as collateral for 
loans to finance stockpile purchases 
above the current operating ceiling of 
400,000 tonnes. Inro has authority to 
buy up to 550,000 tonnes and the 
stockpile now exceeds 380,000 tonnes. 
With bankers unwilling to lend on 
stockpile security, the estimated M$300 
million needed to finance the con- 
tingency stock will come from members' 
cash levies. 
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By James Bartholomew in London 


en Sri Khoo Teck Puat, head of the 
Singapore-based Goodwood group, 
has thrown a spanner into the works of a 
cosy arrangement in the City of Lon- 
don. Now it looks as though Khoo may 
reap a handsome profit for agreeing to 
remove that spanner. 

The arrangement was organised by 
two City-based companies. One of them 
was Exco, one of the great City success 
stories of the past decade, and the other 


| an older established company, Bri- 


tish and Commonwealth Shipping 
(B&C). Exco was one of the two City 
companies that came to lead the money- 
broking industry. Its broking company, 
Astley and Pearce, has offices around 


the world that enable the international 


money-go-round to continue 24 
hours a day. 
Exco did not stop there. It 


Telerate, the US financial-infor- 
mation company. Subsequently 
it sold the Telerate stake for a 
fat profit: the total payment was 
US$460 million, cash. Exco also 
bought a stake in W. I. Carr 
(Overseas) which is one of the 
major stockbrokers in the Far 
East and has much-prized branch 
status in Tokyo. 

B&C, meanwhile. had the wis- 
dom (or good fortune) to be invest- 


of Exco's phenomenal success. 
However, B&C recently decided 
to sell its remaining 22.2% in 
Exco. There were negotiations, 


stake to the Kuwaiti Investment Office 
(KIO). 

The KIO is generally known in the 
City as a prudent long-term holder of 


. stakes in companies. As a government- 


controlled organisation, it does not like 
to be involved in controversy. It rarely 
uses its tremendous financial muscle to 
do anything other than quietly buy 
shares and receive dividends. B&C un- 
doubtedly thought that it had found a 
good, quiet owner of the Exco block of 


= shares. B&C's friends at Exco were 


doubtless grateful that they would be 
able to go on controlling their company 
without actually owning it. 

Enter Khoo, the Singaporean finan- 
cier, who has never been averse to 
confounding the establishment. He 
went to the KIO and offered it an in- 
stant gross profit of £4.7 million 
(US$6.8 million). 

He would pay £116.5 million to buy 
the stake for which the KIO had paid 


neat coup for Khoo 


| A Singapore financier shakes up the City of London 


Goodwood Park Hotel: spanner in the works. 


wa 
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£111.8 million. The KIO apparently could 
not resist the temptation of so much pro- 
fit in a mere 24 hours. The stake suddenly 
belonged to a Singaporean financial en- 
trepreneur instead of to a conservative 
governmental organisation. Exco and 
B&C were not amused. Their plan was 
in complete disarray. 

Exco was so unamused that it sacked 
the broking company which had 
negotiated the sale of the stake to the 
KIO. It appears that Exco and B&C 
understood that the broker, de Zoete 
and Bevan, had obtained assurances 
from KIO that it would be a long-term 
holder of the shares. 

But that assurance was not obtained, 
or KIO did not consider it a binding 








agreement, or KIO broke the agree- 
ment. Whatever may haye happened 
(the parties are not talking about it any- 
more), clearly Exco did not like finding 
that Khoo was now its largest single 
shareholder, Khoo already had some 
Exco shares, so now his stake is up to 
24.3% — a useful level from which to 
launch a bid. 


f Khoo did launch a bid, there is lit- 

tle doubt that Exco would look round 
for rescue from a white knight. In that 
case, Khoo could either confound the 
City still further by pressing ahead with 
his own bid, or else he could sell out to 
the white knight. 

This is a process, very common in the 
US and increasingly familiar to London, 
known everywhere as “greenmail.” 
Khoo is already familiar with the pro- 
cess. He bid for Wheelock Marden in 
Hongkong and “failed.” But for his fail- 
ure, he got a dealing profit of some 
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pany instead. 

Exco is a classic candidate for green- 
mail. In the first place, it has plenty of 
cash. This is because it sold out of Tele- 
rate earlier this year and received 
US$460 million Sf ped price in cash. 
The money has not yet found a new 
home. If Khoo made a successful bid, 
the cash could effectively be used to 
help finance the bid. Thus the net cost 
of the company would be much less than 
it at first appears. 

A second reason why Exco is a good 
target is that many other companies 
would love to own it. Exco is at the 
centre of the revolution of worldwide fi- 
nancial services. It also has a tremend- 
ous track record. This rare and at- 
tractive bird would liven up the image 
of practically any cash-rich conglo- 
merate. 

Thirdly, Exco would almost certainly 
be found a white knight if Khoo made a 
bid, because Exco is such a pivotal City 
company. It must be doubtful that the 
Bank of England would take 
kindly to having the City's 
biggest money and foreign-ex- 
change broker being owned by a 
somewhat maverick figure living 
in Singapore. The bank would 
not feel it had the control and in- 
fluence which it likes to have over 
such companies. 

Meanwhile, the spanner in the 
works is causing all the more 
trouble because there was 
another aspect to the cosy 
arrangement. Exco and B&C 
agreed early in November to doa 
swap of some of their holdings. 
Exco was to hand over its 50.1% 
holding in Gartmore Investment 
Management (GIM) to B&C; in 
exchange, Exco would receive 
B&C's stakes in London Forfait- 
ing Co. and Fisdec. The deal was 
all signed up and subject only to 
the approval of Exco's shareholders. 

But there is the rub. Exco's biggest 
shareholder now is Khoo. It is under- 
stood that he might not want this deal to 
po through. He is thought to value GIM 

ighly. He might not want Exco to sell 
this fund-management company, which 
manages more than £2.5 billion of as- 
sets, much of it in Khoo's own region, 
the Far East. He might bring the wheels 
of the deal to a grinding halt. 

The next step is talks in London be- 
tween Khoo and Exco, scheduled for 
the final days of November. But it is 
understood that Khoo arrived in Lon- 
don beforehand and has been talking to 
others. Could it be that Khoo, having 
surprised the City by getting the stake in 
the first place, is going to astonish it by 
selling it on? If so, what will he use 
his  still-larger  money-chest for? 
Speculation is that Khoo may still 
harbour ambitions to go for Hongkong 
Land. oO 
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"Every man has his price.” 








Canon brought 
something new 


to electronic typing. 











All those people who hated to type. 
Or simply found it too intimidating to try 
People on the go, who didn't have time 
to type. And professional typists who had 
reached the limits of productivity using 
conventional machines. 
They've all helped make Canon one of the 
worlds leading typewriter manufacturers. 
We know that some typists are highly 
trained, and fast. Others are "keyboard 
thinkers" who compose as they type. There 
are also those who like to do their writing 
away from the office. Even outdoors. 
People need machines designed for their 
own, very special needs. 
That's why Canon makes one of the 
most comprehensive lineups of elec- 
tronic typewriters available today. 
From powerful office machines to 
ultra-compact personal models. 
And everything in-between. And 
because people's needs often 
change, we even offer equip- 
ment that allows a Canon 
ETW to be upgraded into a 
powerful word processing 
system with full screen display 
and floppy disk storage unit. 
Canon brings some special 
talents to typing. Like advanced elec- 
tronics that put sophisticated editing 
powers at people's fingertips. And a 
knowledge of precision mechanisms that's 
backed by almost 50 years experience with 
cameras and office equipment. 
You can feel the quality in our keyboards 
and see it in every character our electronic 
typewriters produce. Whichever one you 
choose, you can be confident that you re 
getting more than professional finish. You're 
getting personal satisfaction. 
Because when we brought people to elec- 
tronic typing, we made a place for you, too 


Typestar 5/Typestar 6/AP100/AP150 
AP210/AP310/AP360/AP410 
AP510/AP560/VP2000 


Canon 


ELECTRONIC TYPEWRITERS 


Canon Inc., Tokyo, Japan 

For further information, please contact yy reg — in South East Asia 
Canon Hong Kong Trading Co. Lid Tel. 0-4442 lex. 45790 CANHK HX 

Hong Kong: Jardine Marketing Services Ltd Tel 5837 3797. Singapore: Canon 
Marketing Services Pte. Ltd. Tel. 2735311. Malaysia: Mulpha Trading Sdn Bhd 
(Canon Division) Tel. 555066 Philippines: Datagraphics Inc. Tel. 855011 
Indonesia: P.T Samafitro Tel. 355521. Sri Lanka: Metropolitan Agencies Lid 
Tel. 25582 Pakistan: Global Business System Tel 525909. Papua seg Guinea 
High Tech Industries Pty Ltd. Tel. 256411. Thailand: FM A. Corporati 

Tel. 2350156 
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LES. Western music, the 


Thai classical SC ale Ontall 
notes instead of seven, whi 
Thai music its special quality 


, 
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Naturally, Thai music is part of 


inflight entertainment 





And you can hear it at its best throug 
your electronic headset, along wit 
many other musical styles rangin 
from the classics through rock 
roll to modern jazz. 

Fly smooth as silk on Thai in t! 
25th year as an internatiO! ial 

You'll find that good musi 

one of the many little thing 
make Thais K »yal Orchid Sen 
popular, and your journey wit! 


such a pleasant experienc 
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all the difference 
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The key to success lies in 75 years, management and ship and management, property 
choosing the right partner, whether financial resources available and development, manufacturing, 
foran individualor for acorporation. an international network of business trading, insurance and heavy 

Strategically positioned in one connections make Sime Darby a equipment 
of today's most exciting growth useful partner in any venture Sime Darby is committed to 
areas, the Sime Darby Group is Operating through more than the future of ASEAN. And has th 
one of ASEAN'S largest multi- 200 companies, Sime Darby's experience, expertise and motiva- 
nationals. Experience built up over activities include plantation owner- tion to make partnerships work. 

AY APORE è HON T IA è THAILA p 
e AUS TRALIA e JAP AN € Uh {TED Ki N( SOOM e U NITED! TAT ES 
dro ep '18T FLOOR, WISMA SIME DARBY, JALAN RAJA LAUT. KUALA 
LUMPUR 02-07, MALAYSIA TEL 03-914122 TELEX SDMAL MA 30038 CABLES: SIMDAREB K 
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We saved US$743,000 


in3 months 
through a working 


partnership with HP. 












“At Samsung Semicon- and engineering analysis 
ductor & cepprp throughout the process. 
munications (SST), “Th 
: us, we have been 

— 9 — able to increase our yields 

oo ms by 2 percent by quickly 
Semi conductor Product- analyzing test results - 
4 iNetwork (SEN) during the work-in-process 

improved yield rate ide 

of chips and shortened Be 
production time enough “We did a cost analysis 
to pay for the system three months after the 
in 90 days." installation and realized 
SST is a leading manufact- " — a. io 
urer of high tech products savings Nave continued to 


increase since then. 


in Korea. With 6,000 
employees, the company 





"Ihe strong HP service 


manufactures a wide range TA and support team de- 
of products, ranging from microcomputers finitely contributed a lot to the system's 
to fibre optics to 256K DRAM chips. success. They have been backing us on-site, 


Kim Dae Jun, General Manager ofthe EDP providing technical and project management 
department said. “The HP computers were assistance to ensure we met our aggressive 
installed to emm etn production of semi- implementation schedules even under 
conductors. The special software enables us extremely tight schedules. 


to accurately check lots and reduce missing *Our experience with HP makes us 
runs in the production process. It also allows confident to further automate our 
us to collect engineering data plants in the near future." 


[A] packaro 


You should consider a working partnership with HP. Now. 


Call or write to vour local office 


* Australia Hewlett-Packard Australia Pty Ltd., Blackburn, VICTORIA. Tel: 895-2895 * China China Hewlett-Packard Co. Ltd., BEIJING Tel: 280567 

* Hong Kong Hewlett-Packard Hong Kong Ltd., HONG KONG, Tel: 5-8323211 © India Blue Star Ltd., BOMBAY. Tel: 4226155 * Indonesia Berca Indonesia IT, 
JAKARTA. Tel: 373009 * Japan Yokogawa- Hewlett-Packard Ltd., Sukinami-Ku, TOKYO. Tel: (03) 331- 6111 * Korea Samsung Hewlett-Packard, SEOUI 

Tel: 784-2666, 784-4666 © Malaysia Hewlett-Packard Sales (Malaysia) Sdn. Bhd. KUALA LUMPUR. Tel: (03) 2986555 * Philippines The Online Advanced Systems 
Corporation, Makati, METRO MANILA, Tel: 815-3810 * Singapore Hewlett-Packard Singapore (Sales) Pre Ltd., SINGAPORE. Tel: 4731788 

e Taiwan Hewlett-Packard Taiwan Ltd., TAIPEI. Tel: (02) 712-0404 KAOHSIUNG. Tel: (07) 241-2318 * Thailand Unimesa Co. Ltd., BANGKOK. Tel 099 











to manage issues in more currencies 


than any other underwriter 


With the current uncertainty in the U.S. 
dollar exchange rate, non-U.S. dollar capi- 
tal markets continue to grow. In this envi- 
ronment, more and more multinationals 
are turning to The Morgan Bank for non- 
dollar bond financing. 

In the first nine months of 1985—in 


(00 Which over half of all international bond 
ds |. issues were in non-U.S. dollar currencies— 
. | our subsidiary Morgan Guaranty Ltd was 
00 dead manager of issues in a wider range of 
Du .. currencies than any other underwriter. 


Here's what makes Morgan a truly global 


s. financial intermediary. 


(1 As a major participant in the interna- 


<- tional securities markets—as well as the 


worldwide foreign exchange, government 
bond, and bullion markets—we have an 
exceptional ability to perceive and exploit 


| - market opportunities for our clients. 


- () Morgan is the leading counterparty 
that can act with equal proficiency as 

either principal or agent in interest-rate 

and currency swap transactions. 

=o C Morgan’s financial strength—over 
$5 billion in primary capital—lowers our 

clients’ cost and risk in intermarket 


arbitrage. 


— Our clients find that using foreign cur- 


|... rency bond markets broadens their inves- 
-tor bases and facilitates economic and 
. ... accounting hedges of overseas invest- 

- ments. Through currency and interest- 


| - rate swaps we help them create dollar 
. obligations at substantially reduced costs. 
We also identify opportunities to earn 





arbitrage profits in non-dollar markets. 


_ Some examples of how Morgan has 
helped borrowers take advantage of new 
opportunities in non-dollar markets so 
far this year: —— 

Deutschemarks. Morgan Guaranty 
GmbH was lead manager of an R.J. 
Reynolds DM265 million issue swapped 








Selected non-U.S. dollar issues 











— — Guaranty 
January—October, 1985 

Bank of Tokyo A$50 million 
British Petroleum ¥ 17 billion 
British Petroleum £50 million 
Chrysler Financial SF 150 million 
Chrysler Financial NZ$65 million 
Coca-Cola Financial NZ$75 million 
Euro Investment Bank DKR250 million 
Gaz de France FF500 million 
IBM Credit NZ$60 million 
IBM France FF700 million 
IBM World Trade ECU 150 million 
IC Industries C$50 million 
ITT SF 100 million 
J.C. Penney ¥ 26 billion 
Kingdom of Sweden FF500 million 
McDonald's ¥ 25 billion 
Mobil FF500 million 
Motorola ECUSO million 
Nordic Investment Bank | DKR200 million 
Olivetti SF100 million 
PepsiCo SF 130 million 
Peugeot FF500 million 
R.J. Reynolds DM265 million 
R.J. Reynolds SF275 million 
Security Pacific ECU 100 million 
Sterling Drug £30 million 
World Bank SF600 million 


into U.S. dollars. This was the first straight 
Euro-Deutschemark issue in which a for- 
eign-owned firm acted as book-running 
lead manager. | 

Swiss francs. Morgan Guaranty (Switz- 
erland) Ltd launched as book-runner a 
SF235 million issue which we combined 
with a currency swap to provide 15-year 
U.S. dollar financing for R.J. Reynolds. 
Increased to SF275 million, this was the 
largest Swiss franc offering to date by 


The Morgan Bank 


a U.S. company. In the Swiss public bond 
market we were also book-running lead 
manager for issues for ITT, PepsiCo, Oli- 
vetti, and the first zero coupon issue for 
the World Bank. 

ECUs. Morgan was lead or co-lead man- 
ager of ten ECU issues, including an ECU 
100 million issue for Security Pacific Aus- 
tralia swapped into U.S. dollar financing. 

Sterling. We were book-running lead 
manager for Euro-sterling bond issues for 
British Petroleum and Sterling Drug. In 
addition, Morgan lead managed a $100 
million issue for Minnesota Mining & 
Manufacturing that was the first dollar/ 
sterling dual-currency issue ever. 

Yen. For J.C. Penney, we arranged U.S. 
dollar fixed-rate funding, at a cost below 
the yield on U.S. Treasury notes, through a 
Euro-yen bond issue and currency swap. 

New Zealand dollars. This year we've led 
nine issues, including a NZ$75 million 
Coca-Cola Financial issue we swapped 
into fixed-rate U.S. dollar financing. 

French francs. We were co-lead manager, 
with two French banks, of a Gaz de France 
issue that reopened the Euro-French franc 
bond market after a four-year lapse. Then 
we co-led French franc issues for IBM 
France, the Kingdom of Sweden, Peugeot, 
Mobil, and Electricité de France. 

Danish krone. We were lead manager 
for the first two issues in the Euro-Danish 
krone bond market, which opened this year. 

Let us compete for your mandate. You'll 
find we deliver innovative services in the 
capital markets with the same high quality 
and skill that have long been hallmarks of 
all Morgan banking. 


Morgan Guaranty Ltd, Edinburgh Tower, 
15, Queen's Road Central, Hong Kong 
Morgan Guaranty Trust Company, 23 Wall 
Street, New York, NY 10015 


Member FDIC 
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Perth’s second market is a first 


€ ONE of the less-regarded aspects of 
major corporate takeover battles such 
as Australia has witnessed in recent 
times is that they reduce the number of 
investment opportunities on the stock- 
market. While bid barons like Alan 
Bond, Robert Holmes a Court and John 
Elliot battle to enlarge their domains, it 
is left to the small entrepreneurs to build 
up new businesses in the shadow of 
these colossi. Fortunately, from the in- 
vestors point of view, Australia is 
adopting a quite progressive attitude to- 
wards bringing such new businesses to 
market, via so-called second boards. 

Perth is the sharemarket that sees 
the most activity at the smaller end of 
the company scale. Its stock exchange 
set up Australia's first second board in 
March last year. The exchanges in Mel- 
bourne, Sydney, Adelaide, Hobart and 
Brisbane have followed suit, but have so 
far attracted fewer listings. Of the 66 
companies listed on Australian junior 
boards, 45 are quoted on the Perth ex- 
change. 

Having observed the dwindling list 
of companies on Australian main 
boards over the years due to mergers 
and takeovers, Shroff is all for getting 
fresh blood into the sharemarkets and 
thinks the second boards are a good way 
to go about it. 

e idea, of course, is to give small 
companies a lower qualifying threshold 
for going public. In the US, this has 
been very successful with the misnamed 
Unlisted Securities Market, which is ac- 
tually an electronically traded share list. 
With Australia's pioneering effort, the 
threshold was set perhaps too low. 

Where a national listing with the 
main boards in the Australian As- 
sociated Stock Exchanges sets mini- 
mum number of shareholders at 300 and 
minimum issued capital at A$300,000 
(US$202,700), the Perth second board 
initially required only 50 shareholders 
and A$100,000 issued capital. These 
standards have also been followed by 
Brisbane, Adelaide and Hobart. Syd- 
ney and Melbourne took a more conser- 
vative approach by demanding at least 
100 shareholders and A$200,000 issued 
capital. 

Most of the 66 floats have started 
well above these floors. Issued capital 
has totalled A$65 million, and on issue 
price the second-board companies have 
raised A$171 million. Total market val- 
uation is currently A$260 million. 

This reflects to some extent an overly 
enthusiastic public response to com- 
pus with virtually no track record. 

econd boards allow a company to list 
through share placement without hav- 
ing to submit a prospectus to their state 
Corporate Affairs Commission (though 
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with a public issue they must do so). In- 
stead they submit an “information 
memorandum” containing an audited 
set of accounts for the previous six 
months to the stock exchange itself, a 
ath 47 of the 66 second-board firms 
ave taken. 
e STOCK exchanges, perhaps predicta- 
bly, have allowed some bullish claims 
about growth prospects to pass from 
companies that are asking the public for 
seed capital. With many of the second- 
board listings in the hi-tech area, assess- 
ing marketability has been doubly dif- 
ficult. For some months, enthusiasm 
outweighed common sense. 

Perth has long watched the patient 
testing by local-son garage inventor 
Ralph Sarich of his 
radical lightweight 
internal-combustion 
engine, and might 
have known from 
this the years it takes 
to get an idea into 
production. Instead, 
its second-board in- 
vestors have paid in 
advance for the 
"blue sky" marketa- 
bility of many new 
ideas, of which 
Sarich himself says 
—— à accord- 
ing to other obser- 
vers) that only one 
in 20 will succeed. 

One reason for 
rocketing second- 
board prices has : 
clearly been that markets are narrow. 
Typically, a high proportion of capital is 
placed with friends of the company, so 
that little is traded. As the stocks are 
locally listed, markets tend to be less 
well informed about them than is the 
case with nationally listed main-board 
shares. In these circumstances, some 
ramps have almost certainly taken place 
— and some old faces from the nickel 
boom have been noted on the boards 
of certain new second-board com- 

anies. 

è THE Perth Exchange recently tight- 
ened its requirements by requiring at 
least 100 shareholders, and conducted 
inquiries into some sharp price move- 
ments. The investing public also seems 
to have sobered up, with brokers re- 
porting a reduced appetite for hi-tech 
stocks. 

The second boards have already pro- 
duced an intriguing array of invest- 
ments. There is Simplicity Funerals, 
which puts its clientele away in 
cardboard coffins; Circadian Pharma- 
ceuticals, which is working on a pill to 
combat jet-lag, and Sonartec, inventor 
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of lobster pots that rise to the surface on 
an acoustic signal. Two cinema films 
have been floated on the Perth Second 
Board. These have scarcely recorded a 
transaction since listing, however, as 
only the original buyer can use the 
133% tax deduction allowed on film in- 
vestments. Any secondary investor has 
to have faith in the film's profitability. 

The second boards do tend to be at- 
tracting a wider variety of companies, 
according to Carl Wilson and Graeme 
Little, two former staffers with Mel- 
bourne stockbrokers McIntosh Hamp- 
son Hoare Govett who recently set up 
Australian Second Board Consultants 
to advise companies considering listing. 
Retailers, traders and regional broad- 
casters are some ob- 
vious candidates on 
their list. 

As well as reduc- 
ing the cost of rais- 
ing capital through 


the sharemarkets, 
the. second boards 
also give entre- 


preneurs more cer- 
tainty about retain- 
ing control of their 
own venture, Wil- 
son pointed out. 
Second boards allow 
companies to list 
with different class- 
es of shares, so 
greater voting power 
can been retained by 
the original share- 
holders. About seven 
companies have used this option. 
Conceivably this aspect could also be 
used by a main-board company to raise 
capital without endangering control: it 
could float a subsidiary on the second 
board, keeping its hand on the reins 
through shares with full voting power. 
This option is understood to be under 
study in certain Australian boardrooms, 
And the second boards have already 
begun to pass their high-flyers on to the 
main boards. Two have graduated so 
far, the latest being Betatene, a Mel- 
bourne company which has developed a 
process to extract beta-carotene from 
certain algae grown in Australia’s 
numerous salt lakes and pans. Its pro- 
duct — used to put yellow colouring into 
food and drinks — is breaking into a vir- 
tual monopoly of synthetic beta- 
carotene held by Hoffman La Roche, a 
major international pharmaceutical 
group. Since food-makers using Be- 
tatene's product can claim “No artificial 
colouring,” the prospects are good, if 
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hard to quantify. The Melbourne mar — 


ket is upbeat, trading the A$1 stock at 
A$6.30. 
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| By Nick Seaward in Hongkong 


| L ong-suffering shareholders of Hong- 
= Me kong's Orient Overseas (Holdings) 
| Ltd, (OOHL) have finally learned from 
= their chairman, C. H. Tung, the details 
| of efforts to restructure the shipping, 
» property and insurance group. Accom- 
| panying a 22 November letter — which 
| attempted to set an optimistic tone for 
| thefuture — was a horrendous set of in- 

. terim accounts revealing net losses up to 
| theendof June this year of HK$1.78 bil- 

lion (US$228 million). 

| | Provisions totalling HK$1.6 billion 
. overshadowed a relatively healthy 
operating profit of HK$101.9 million 
after payment of interest charges. In a 
. detailed explanation of how the group 


| had taken its medicine all in one gulp, 
| the results revealed: 
| » Provision against a loss of HK$305.8 
| million on the disposal of vessels in the 
| bulk carrier and tanker fleet. 

> A HK$265.6 million provision 
. against the disposal of ships under fi- 
| nance leases which had never appeared 
| inthe balance-sheet. 
| » OOHL's HK$104.5 million share of 
| provisions made by associated com- 
. panies, including the Private Tung 
_ Group (PTG) which controls the major- 
| ity of OOHL stock. 
| » Provision against amounts owed to 
| .OOHL by PTG totali HKS$1.3 billion 
. — considerably more than the US$145 


IB 

| 
| 

| 


million estimate made by OOHL'’s fi- 


nancial adviser Hambro Pacific in Sep- 
tember. 
. Publication of the interim results 
. came only four days after 72 creditors of 
| PTG had met in Tokyo to receive com- 


oo 






M 


7 9 ^ 


. Rescue plans call for the stripping of OOHL's public assets 


emis, Ey 
constructions 


prehensive details of a restructurin 

scheme devised by its separate financia 
adviser, Shearson Lehman Brothers 
(REVIEW, 28 Nov.), Corresponding re- 
structuring proposals for OOHL, which 
were drawn up by Hambro Pacific, were 
issued to creditors simultaneously with 
the interim figures. 

Both reports have been examined by 
the REVIEW. The Shearson report re- 
veals that PTG has unaudited current 
liabilities and total indebtedness of 
USS1.48 billion, while assets amount to 
only US$829.3 million — includin 


US$421.5 million worth of ships value 
on a with-charter basis. In addition, 
Shearson's two-inch thick report reveals 





Overseas 

Inc. Inc. 
subsidiaries| | subsidiaries 

2 5  2vessels 2 charter- 

3r . . in vessels Liner & 
travel agents 


THE OWNERSHIP WEB 
.. (PRIVATE TUNG GROUP) 


that PTG owns 87% of the issued ordin- 
ary shares of OOHL — 94% of which 
holding has been pledged to the banks. 


he bulk of PTG shareholdings in 

OOHL are held through the Tung 
family trust vehicle, Universal Marine 
Holdings Inc. (UMHI), which has is- 
sued 46 guarantees on US$650.7 million 
of principal owed by PTG, 21 guaran- 
tees on OOHL debt of US$249.8 mil- 
lion, and nine on minority interest debt 
of US$84.5 million. UMHI had a net 
worth of US$271.8 million at 30 June 
1985. 

The Hambro Pacific report to 
OOHL’s creditors is smaller but con- 
tains more surprises, not least the fact 
that the Bank of China (BoC) has come 
to the rescue of yet another Hongkong 
company — this time one with such 
strong Taiwan connections that its fleet 
operates some ships flying the 


1 vessel 


~ 2d 
4 - 


j . 
o 


secured on OOHL's 11% holding in 
Hongeong International Terminals. 

These confidential Hambro docu- 
ments also provide significantly more 
information regarding the creation of a 
new "Container Group" within OOHL 
than does the chairman's letter to share- 
holders. Furthermore, they appear to 
contradict statements made to the press 
by the new OOHL managing director, 
Roger King, on 18 November, which in- 
dicated that the new Container Group 
would remain a wholly owned sub- 
sidiary of OOHL and would not be 
listed separately. 

The proposals reveal that "as soon as 
the new Container Group has estab- 
lished a satisfactory trading record, the 
board of OOHL will consider the pros- 
pects for an issue of shares through the 
sale of an interest to a third party or by 










way of a listing of shares in the new Con- 
tainer Group." Hambros also makes it 
clear that a capital restructuring of 
OOHL will probably only take place 
"once the value of the new Container 
Group has been established and signifi- 
cant disposals [of other assets] has been 
achieved." 

On the assumption that the value of 
something new can only be established 
when someone offers to buy it, it seems 
likely mak share flotation or place- 
ment of the hived-off container division 
will have become a priority. This pro- 
cess can only take place once the neces-. 
sary legal work has been done to un- 
tangle the corporate structure sur- 
rounding the container business’ as- 
sets. 

Profits, for instance, from the opera- 
tion of the port container terminals have 
been protected by being placed in the 
company that owns Wall Street Plaza in 


bah tN e rA 


x TITRES 
P TIN Pr AOA E D 

5 DELEMBER 1985 , aa AN E , RE 

VtLENID | $909 e TAM. ASIEN ELUND < HEVIE! 

















ng pore 
theless; it seems likely that Har 
ros will be keen to close the deal before 
Jublication of the year-end figures 
veals the full effect of the worsening 
war on the container line's crucial 
-Pacific route. 
‘he divestment of the container di- 
n, together with the cash-raising 
sale of other assets, will leave OOHL 
lookin much like a tin of mixed nuts 
with all the cashews, brazils, hazels and 
almonds taken out — and just as unap- 
petising. Jud ping from the Hambro pro- 
i "d OOHL's future role will be 
mainly that of a repository of debt, 
linked to PTG b y guarantees on its debt 
issued by UMH 

















@ reinforced by the decision revealed 
in the Hambro document to remove the 
100%-owned British subsidiary Furness 
Ww ithy (FW) to an "arm's-length" trad- 











fitable energy-related divisions. The 
-London-listed company’s cash-flow 
projection. according to Hambros, 
‘suggests that it will be able to pay in- 
terest and make long-term principal re- 
payments, though it is not clear whether 
.£10 million (US$14.6 million) unsecur- 
ed loan from FW to Oriental Overseas 
Container Services had been written off 
before this projection. M 

The existence of this loan and the 
sound balance-sheet of FW make it 
seem strange that OOHL has not tried 
to absorb the subsidiary into its struc- 
ture completely. But the fact that FW 
runs the trans-Atlantic container opera- 
tions of OOCH, owns two terminals in 
-Felixstowe and Vancouver and made à 
profit of £8 million in the first half, 
makes it doubly so. 
- Sources indicate that the complete 










fail, it would make sense for OOHL to 


his debt-repository interpretation is 
| term debt 





ing relationship. complete with its pro- | | 


1 — of FW with OOHL has been 


share capitel d in » 1980. In addition, cer- 


tain loans have been given to FW which 
are not transferable to OOHL and the 
entire share capital of FW has already 
been poe almost certainly to the 
Hongkong Bank group). However, the 
REVIEW understands that efforts are 
currently under way to get the necessary 
agreements in London and Hongkong 
to enable the container operations of 
FW to be hived off into the proposed 
new Container Group. If these efforts 


sell the whole company off asa going 
concern. 

The overall plan envisaged by Ham- 
bros has been designed to extend until 
31 December 1987, by which’ time 
much of the overall short and medium- 
and leases _ totalling 
US$1.176 billion will have fallen due. 
This figure does not include the US$160 | 
million cost of the five containership 


Associated 
d — 
op Agencies 
S.A. 


; ‘Hold 





ings 


newbuildings ordered on behalf of 
OOHL, which are due for delivery by 
March 1986. 


hese new ships are considered essen- 

tial to the long-term survival of the 
Container Group, so they probably 
stand a greater chance of being deliver- 
ed than the 21 other ships on order for 
the Tung Group. but the Hambros 
scheme entails the deferral of capital ex- 
penditure for 12 months. The REVIEW 
understands that officials from Hambre 
Pacific are due in Japan very soon to re- 
negotiate the terms of these newbuild- 
ing acquisitions. 

Following the write-downs of the 
first half and the delivery of new vessels 
during the same period, thé fixed assets | 
of OOHL are now HK$6.55 billion 
compared with HK$6.96 billion at the 
end of 1984. However, these figures in- 
clude ship valuations on a with- charts 
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QOOHL's slide into insolvency 








“AS for liquidity, nothing illustr 





dramatically than the drop in net ¢ 
rent assets from HK$473.8 millior 
1983 to HK$38.8 million in rene 
net current liabilities of HK$1.43 bill 
by the end of June this year. C E 
liabilities have gone n from HK$1 
billion to HK$13.6 billion. 

The restructuring scheme calls 
the reductión of the debt through 
sale of assets — initially the wri 
down tankers and bulk carriers — 
the assumption of secured loans bs 
new Container Group. Loans on: 
— injected into the Con 
Group will be repayable over 12 
unless the expected working life o 
ship is shorter. In the event of the' 
tainer Group acquiring a ship the v 
of which exceeds the associated c 
shares will be issued to the releva 
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 Subsidiaries 


OOHL vendor abadia: which w 
also be lumbered with the assets à 
sociated contingent liabilities. Fk 
ever, existing trade creditors willy 
their liens on assets if these have 
transferred. 

In the likely event that the associ 
loan is above the secured asset's mz 
value, security will be given to the 
er by the "Scheme Group" —— in oth 
words, the OOHL group remain 
after the divestments. A guarantee will 
be issued by the Container Group and. 


the creditor will be given the first 
mortgage on the ship. Currently. the 
OOHL subsidiary Orient Overses 


Container Line operates 2| leased « 
owned containerships and seven owns 
by the Taiwan operation of the * 
Group. Chinese Maritime 1 
(CMT). Interesungly, CMT 

cluded in PTG for the pu 
restructuring scheme. 















a red itors offer Singapore’ sdebt- 


A Zorrespondent | in Singapore 
Monetary. Authority of Singa- 









central. bank, appears to have per- 
iaded. the 30 bank creditors of Pan- 
lectric Industries, a publicly. listed 
company unable to pay almost S$400 
million (US$189 million) in debts, to 
lare an indefinite moratorium on 
ieirloans. — 

Pan-Electric's shares | were sus- 
ded on 19 November after it failed 
nake a $$7.5 million repayment 
hh was part of a $$75 million credit 
a group of mostly foreign banks. 
“was also suspended in. the 
| of. Sigma. International. and 
| | Industrial Holdings (GIH), 
th h E hold 22.6% and 

Ab of P 









tic: as too Pod a company to 


quoted companies associated with it 
would be badly affected by the collapse 
of Pan-Electric. Many stockbrokers and 
speculators have borrowed heavily on 
the strength of their holdings in Pan- 
lectric shares and linked firms. 

.. Credit lines to a number of brokers 
have already been terminated and at 
ast-two broking firms are thought to 
be in financial difficulty. Singapore's 
ckmarket, which has performed 
se this year than any of the major 
ourses, would plummet if Pan-Electric 
ollapsed. In the week following Pan- 
C's suspension, the Straits Times 
dust al Share index Tel some 6% to 
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¥121b 
(US$601.7m) 


Y 30 June. Mon 6.38b 
| | (US$7.2m) 


H30 Sept. 


H 30 Sept. 


A$55.1m 
(US$38. 1m) 


7 [reuse " HK$50.66m 
(US$6.5m) 
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 CHK$343.16m 
(US$44m) 





pore (MAS), the republic’s quasi-. 


x — to go under. Several other 
















A$31.2m 432.9 
.| (US$21.6m) 


plagued Pan-Electric a long lifeline | 


ness in 1960 as a maker of refrigerators, 
it recently diversified into marine sal- 
vage, hotels and property development. 
Post-tax profits soared last year by 81% 
to $$21.5 million on turnover of S$244.7 
million, up 15% on 1983, thanks to the 
salvage of a number of tankers crippled 
in the Iran-Iraq war. When salvage 
work dried up in the first half of this 
year, the group made an unaudited 
post-tax.loss of $$5.8 million. 

Pan-Electric’s main businesses were 
faring badly, but the major cause of its 
financial difficulties arose from its 
stockmarket dealings, incurring large 
debts to buy shares bog — were 
falling. In August last year, the Stock 
Exchange of singapore alased Pan- 
Electric's shares as a “designated secu- 
rity” for a month while it investigated 
charges of insider dealing, but the evi- 
dence was inconclusive. 


]pu problems have emerg- 
ed at a particularly embarrassing 
time for Tan Koon Swan, the Malaysian 
businessman who was elected on 24 
November as president of the Malay- 
sian Chinese Association, that country's 
second-largest political party. Tan has a 
controlling stake in Sigma, which ac- 


quired its holding in Pan-Electric for 


$$3.04 a share in March. 

Pan-Electric's stock was suspended 
on 19 November at S$1.46 a share. Sev- 
eral banks in Singapore reported shortly 
afterwards that they were refusing to 
allow stockbrokers to borrow money 


using shares in Tan's companies as col- 


lateral. GIH, Pan-Electric’s other 
















































rolled ( nd banc ME MUI) it in 
Malaysia by Datuk Khoo Kay Peng. 
The planned. outline e a Tescue of 





at the MAS on 23 NB pee 
a steering committee of five banks: 
Standard Chartered, Citibank, Manu- 
facturers Hanover Trust, Banque 
Paribas and Kleinwort, Benson. The 
first four of these are believed to ac- 
count for half the S$400 million loans 
outstanding. ! 
“The basis for an agreement," as. it 
was called, is thought to ) include the con- 
version of S$120 million in debts to 240 
million 50-S cent shares and a two-year 
delay in repayment of another portion 
of the borrowings. A one-for-one rights 
issue at par on the existing 159.3 million 
shares is designed to raise a further S$8C 
million. Pan-Electric had been tr ying to 
put together a rights issue at the time its 
shares were suspended, but the terms — 
two-for-five at S$1, to raise $$64 million 
— failed to gain the support of minority 
shareholders. These shareholders stanc 
to see their stakes heavily diluted 
Pan-Electric's resuscitation is ex- 
pected to take several weeks, beginning 
with an audit of the firm's books to bc 
undertaken, it is thought, by account. 
ants Price Waterhouse. The authorities 
in Singapore have also begun an investi- 
gation, beginning with the activities ol 
Peter W. F. Tham, who resigned as a di- 
rector of Pan-Electric in June, having 
left the island several months earlier. 
The Singapore Government has : 
more immediate problem on its hands: 
the public offer of shares in Singapore 
Airlines, the national flag carrier. The 
subscription by Singapore applicant: 


. closed on 27 November and local senti- 


ment has been dampened by the Pan 
Electric affair. L 
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% change Dividend 


Turnover (prev.) 





¥8.3t 
(US$41.3b) 


| Won281.8b 
(US$316.6m) 


Fas; 07b | 
(US$740.5m) | 


A$1.23b 
(US$851.2m) 













Domestic sales increase: offset % 
¥16.2tsales epee for futi bd 


Solid growth i ingle 
while resources'arm returned to black with falling AS. 


Good results from building materials, iron ore and 
steaming coal. Recent asset sale to reduce debt next 
year. 


Profit excludes. transfer ster of HKS] 7. 55m to development 
fund. Programme of service rationalisation in pro- 
gress. 


In government control since June. when parent 
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A lot's in a name 





China appears on the point of joining the ADB 


By Jose Galang in Manila 


fter nearly three years of intense 
negotiation, the entry of China into 
the Asian Development Bank (ADB) 
as a formal member appears imminent. 
A delegation of senior officials from the 
Peking-based People's Bank of China 
KPBoC — the central bank), held talks 
in Manila from 25 November with offic- 
ers of the ADB on the remaining obsta- 
cles to the admission. 

Key officers of the regional develop- 
ment bank and the Chinese Embassy in 
Manila have kept silent on the status of 
the discussions, though sources indi- 
cated to the REVIEW that Taiwan has 
softened in its stance over China's pro- 
‘spective entry. When China formally 
sought admission to the ADB in earl 
1983, it asked that Taiwan be ousted. 
"Taiwan is one of the founding members 
of the 20-year-old ADB. 

Peking subseqently agreed to the re- 
tention of Taiwan in the bank but under 
a new name. Discussions reached a 
stalemate for many months over this 
issue. China wanted Taiwan to be iden- 
tified as "Taiwan, China" but Taiwan, 
which had been occupying the ADB 
seat under the name “Republic of 
China,” expressed willingness only to 
change that to "China, Taiwan.” 

According to sources, Taiwan has re- 
cently agreed to be identified as *China- 
Taipei." This new stance has — 
helped the negotiations at the AD 
with the visiting Chinese central bank 
officials. However, most ADB officers 
insisted that the late November talks 
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were "part of ongoing discussions on the 
matter [of China's admission into the 
ADB|." A Chinese Embassy officer 
said: "It is perhaps best not to comment 
on it now.” 

ADB president Masao Fujioka, who 
has been handling the negotiations per- 
sonally, declared at the end of the ADB 
board of governors’ annual meeting in 
Bangkok tn April that China is “eligible 
to become a member under our char- 
ter." Other ADB officers had also ex- 
pressed optimism that China could be a 
member by the end of this year, or by 
the next board meeting in mid- 1986. 


» Nancy Langston writes from Peking: 
According to a PBoC official, there are 
"no problems" over China's entry. "We 
have reached an understanding with the 
Asian Development Bank and adminis- 
trative details need to be settled." 
Taiwan would remain in membership 
under this agreement, he added. Dip- 
lomats in Peking say that Taiwan’s new 
designation in the ADB will be “Taibei, 
China” (China’s pinyin transliteration 
of “Taipei” ). 

The PBoC delegation was led by 
Chou Peigin, director of the bank’s in- 
ternational department. Chou, who left 
for Manila on 24 November, was ex- 
pected to return to Peking within a 
week, leaving behind Li Dongxing, dep- 
uty director of the PBoC's interna- 
tional cooperation division, for further 
discussions. One foreign banker who at- 
tended a meeting in mid-November ad- 
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ADB "early in 1986." 


Unlike Taiwan's membership in 


other international organisations, such — 


as the UN where it was supplanted by 
China, the ADB in effect offered a 





loophole which has allowed Taiwan tọ | 


remain a member. Since the ADB was 
not founded until some 15 vears after 
the communist revolution, Taiwan 
joined as Taiwan proper and not as a 
representative of the whole of China. 
Shortly after China expressed formal 
interest in joining the ADB in January 
1983, a Foreign Ministry spokesman in 
Peking made the hard-line comment 
that, “any excuse for preventing the 
bank terminating the membership of 
Taiwan is not permissible from the 
legal point of view.” The US retal- 


liated by saying that, while it was not op- — 


posed to China joining the ADB, it 
would have to reconsider its own sup- 
port for the bank if Taiwan were forced 
out. Attitudes appear to have softened 
since then. 

Between 1966 and 1982 Taiwan con- 
tributed just over US$21 million to the 
ADB. In April 1983 (at the time of 
China's expression of interest in mem- 
bership) Taiwan's Finance Ministry an- 
nounced that the country would contri- 
bute US$2 million to the ADB's soft- 
loan arm, the Asian Development 
Fund. 


» Carl Goldstein writes from Taipei: No 


official comment was available from the 
Taiwan authorities over the question of 


China's membership of the ADB. The © 


formula “Chinese Taipei” was first used 
at the Moscow Olympic Games in 1980, 
to distinguish Taiwan from the People’s 
Republic of China, but Taipei has since 
resisted the use of any such formula 
elsewhere. 
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| MOST markets in Asia suffered setbacks in the period to 25 Nov. Worst hit was 


tions. New Zealand, on the other hand, rallied on positive corporate developments. 


, | Singapore which was rocked by news of financial problems at one of its big corpora- 


— | HONGKONG: Share prices moved higher in the 
| first part of the period on old rumours of corpo- 
_| rate takeovers and size of dividends. These gains 

. were completely wiped off by a statement by Xu 
. Jiatun, China's top representative in Hongkong, 
.|. warning of dire consequences should political re- 
_ forms now being carried out in the territory work 






























| towards a system which is different from what 
— China has in mind for Hongkong. That day, the 
| Hang Seng Index crashed 50 points to 1,712.82. 
] The market, however, recovered somewhat on 
the following trading day after the weekend to 
| close at 1,736.49 with volume down HK$60 mil- 
| lion (US$7.7 million) to HK$361 million from the 
rH previous session's selling fervour. 
| 
| TOKYO: The collapse of the bond market con- 
| tinued to depress trading on the Tokyo Stock Ex- 
| change, despite a slight firming up of bond prices. 
| However, volume recovered slightly to a daily 
| average of 322.4 million shares and the Dow Jones 
4 Average gained steadily throughout the period, 
| finishing at 12,783.39 points on 25 Nov. Foreign- 
| ers were net sellers while big local institutional in- 
| westors mostly stayed on the sidelines. Dealers 
| watched the yen rise and, as mid-term results were 
| announced, exercised caution towards blue-chip 
| export issues. Blue chips such as Sony, linked 
| with the Dai-ni Denden private telecommunica- 
| tions company, drew unusually large investor in- 
| terest. 
!2 , 
| SINGAPORE: Already troubled by political un- 
| certainties in neighbouring Malaysia (centring on 
| Sabah and on the Kedah shooting which left 18 
| dead), the market reacted badly to news on the 
| first day of the period that trading in Pan-Electric 
- Industries and two related counters, Sigma and 
| Growth Industrial do cem would be suspended 
until further notice. The debt-related troubles of 
| the once high-flying speculative listing, closely 
f linked to Malaysia's newly elected Malaysian 
| Chinese Association president Tan Koon Swan, 
depressed sentiment. Prices dropped to the lowest 
| levels in four months in daily trading averaging 
| 16.3 million shares. 


_ KUALA LUMPUR: The market undertone con- 
| tinued to be weak during the period, with Fraser's 
4 peal: ta Index showing nearly a 100-point drop 
despite a bullish first day. With the recent spate of 
bad political and commodity-price news still over- 
Eidowin the market, daily trading volumes 
steadily dropped from a reasonably heavy 22.4 
million shares to a thin 13.4 million shares by the 
close of the holiday-shortened period. Total 
| traded value was an improvement over the previ- 
ous period however, reaching M$163.7 million 
(US$67 4 million). With some exceptions, finance 
counters dipped and speculative listings showed 
mixed results. 


AUSTRALIA: Markets regained lost ground late 
in the period in a technical correction to the recent 
sharp downturn, aided by a firmer Australian dol- 
— | lar and record overseas markets. The All-Or- 

| dinaries Index finished five points higher at 
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1,000.2 after dipping to a low of 983.9 on 19 Nov. 
Major bank stocks fell on their moderate annual 
results and pushed down the All-Industrials Index 
early in the period, but bargain-hunting helped 
the index finish 8.1 points higher at 1,465.5. The 
rebound was also helped by Email's interest in the 
shares of rival Simpson Holdings and Robert 
Holmes à Court's purchase of a further 8.3 million 
Broken Hill Proprietary Co. shares, taking his 
stake to 16.3%. The All-Resources Index finished 
2.5 points up at 640.2. 


NEW ZEALAND: The market opened firm but 
came under selling pressure in mid-period before 
—— again to finish 45 points up for the period, 
just 26 points below its all-time high reached in 
August. The market’s rise can be attributed al- 
most entirely to the strength of Brierley Invest- 
ments, following its listing in Australia. Other 
market leaders closed mixed with moderate price 
movements. 


BANGKOK: Trading was light and sporadic as in- 
vestors waited for fresh developments. The mar- 
ket opened on an easier note but picked up by 
mid-session. Late buying of Siam Cement and 
Siam City Cement failed to have any significant 
impact on the Book Club Index which fell 0.31 of a 
point to close the period at 128.63. Phatra Insur- 
ance was the best performer. Leading the losers 
was Thai Iryo. Volume slackened to 649,086 
shares, worth Baht 129.68 million (US$5 million). 


MANILA: Rumours of planned oil exploration 
early next year fuelled activity in oil shares that 
boosted daily average turnover by 48% to P3.4 
million (US$183,783), with the oil section ac- 
counting for 12.9% of the total. Despite the in- 
creased turnover, however, share prices ended 
mainly lower. The mining index lost 21.76 points 
to close at 661.94, the commercial-industrial indi- 
cator shed 1.36 to 168.40, and the oil gauge slip- 
ped 0.053 to 0.812. 


SEOUL: After the rally of the previous period, 
the market settled into a listless phase of profit- 
taking. This was especially true of past gainers, 
such as electronic machinery, which scored the 
largest fall by sector, down 11.63 points; pharma- 
ceuticals followed losing 5.73 sectoral points. The 
composite index was down 1.95 points to 146.63. 
Beverages showed the largest rise, up 1.02 points. 
Trading volume was off 13.47 million to 24.35 mil- 
lion. Green Cross recorded the biggest fall. 

TAIWAN: The market moved uncertainly during 
the period, with the index finally closing at 756. 16. 
up a bare 2.12 points from the previous close of 
754.04. Amid conflicting rumours, investors were 
waiting for definite word on whether the Securi- 
ties and Exchange Commission intended to ex- 
tend beyond year-end the suspension of the trans- 
action tax. Volume was down, as daily transac- 
tions averaged NT$892 million (US$22.3 million). 
Textiles shares performed worse than the market 
index in the face of continuing concern over ex- 


port prospects. 
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The Westin Chosun. 
A new look at where business 
is coming to in Korea. 


The Westin Chosun hotel in Seoul, located in 
the heart of the thriving business and financial 
center that grew up around it, was Korea’s first 
international hotel. But you wouldn’t guess that 
by staying in the newly renovated guest rooms, 
dining in our restaurants, or dancing the night 
away in Xanadu. 

After a 3-year renovation, we've got a fresh 
look and some innovative additions that make 
doing business in Seoul more of a pleasure than 
ever before. 

Executive-size workdesks with individual 
lighting, over 30 airline 
offices for convenient 
travel arrangements, 
24-hour room service, 
privacy whenever you 
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wish. And with 470 of Seoul's most spacious 
rooms and suites, we're still “small” enough to 
provide you with that uniquely personal quality 
of service that is as discreet as it is professionally 
complete. We even provide a copy of the current 
Far Eastern Economic Review in our rooms and 
suites to keep you well informed. 

From an Executive Center offering a full range 
of services to one of Asia's most sophisticated 
nightspots, The Westin Chosun is designed for 
today's international business traveller. 

The next time you come to Seoul, discover the 
added advantages of a 
great tradition. The Westin 
Chosun, younger than 
ever, is where business is 
coming to in Seoul. 





THEWESTIN CHOSUN 
Seoul 
C.P-O. 3706 
Telex: K24256 
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The New Ricoh FT4065: - 
Everything Your Office Needs 


Your sales department insists on A3-size copy capability. Your art department can | 
live without reduction and enlargement. The secretaries want a copier that s fast and 
easy to use. And your accountant wants to save money. How to keep them all happy: 
Get the new Ricoh FT4065. 

Because the FT4065 has all the most popular office features. 20 copies-per-minut 
Zoom with 5 preset reduction/enlargement ratios. Convenient "Series Copy that lets 
vou copy both pages of a two-page spread without repositioning the original. An 
optional semiautomatic document feeder and sorter. But no expensive or unnecessary 
extras to upset your accountant... 

The new FT4065. Only from Ricoh. See it —and the many other models in our full 
product line—at your Ricoh dealer today. 
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tICOH COMPANY, LTD. 15-5, Minami-Aoyama 1- chome, Minato-k lokve 10 Japan 

IUCOH BUSINESS MACHINES, LTD. 2808 Wing On Centre, IH Connaught Road Central, Hong Kong 

IONG KONG Gilman Office Machines Elizabeth House 5/F., 250 Gloucester Road, Causeway Bay, Hong Kong | 
NDONESIA P. T. Nirwana Wahana Scjahtera 50, Let. Jend. Suprapto, Jakarta Pusat Tel 4159. 

4ALAYSIA Wywy (Malaysia) Sdn. Bhd. Lot 13/24, 2/F., Asia Jaya Commercial Complex Petaling Jaya, selang 
INGAPORE Wywy Private Ltd. Wywy House, 17 Leng Kee Road, Singapore 0315. Tel 4722155 

[AIWAN, R.O.C. Yao Fung Co., Ltd. No 59-61, Chung Hwa Road, Sec 2, Taipei, Tel: 2381-2170 


EOS Systems Corp. |0Fl No. 53, Sec 2, Nanking E. Road, Taipei teh 2:55 
"HAILAND Fantarect Co., Ltd. 3504-5. Mahaesak Road, Silom. Bangkok HN t 235-404 








LETTER FROM YUANLING 





Id wooden houses on long, slender 

stilts still line the banks of this river 
town. A gleaming white pagoda on a hill 
and red glimpses of a temple on a 
wooded slope soon come into view. The 
temple is Yuanling's main attraction: 
the northeast General Chang Hsuch- 
liang of the Sian Incident fame and 
Chiang Kai-shek's most important and 
most privileged prisoner was once con- 
fined in its ancient walls by the 
Generalissimo's troops during their re- 
treat from Nanjing. 

But there is more to Yuanling than 
just being a place where Chang had 
been put under temple- -arrest or being 
one of the many “little Nanjings" along 
the Kuomintang government's route to 
Chungking during World War II. 

For one thing the savagery of the 
minority people of Yuanling is legend- 
ary. It was in the area that Zhuge Liang 
of the Three Kingdoms period seven 
times captured and seven times freed a 
fierce and wily leader of a savage tribe. 
The first serious attempt to introduce 
some culture and civilisation in Yuan- 
ling was made by Li Shimin, the first 
Tang emperor, who ordered the Tem- 
ple of Learning built in the town, and 
that was long before the first Christian 
missionaries ever set foot in Yuan- 
ling. 

Although stripped of its Buddhas, 
monks and nuns, the beautiful temple is 
still very much intact and preserved, 
proudly surviving the excesses of the 
Cultural Revolution. It now houses a 
small museum showing a modest but in- 
teresting display of rare ancient china 
and potteries and stone-age artefacts at- 
testing to Yuanling's 5,000-year-old his- 
tory. 

It is a small town of flagstone lanes 
and alleys, remote, frozen in time, 
poor, backward, congested. Halved by 
the Yuan river, hedged in by mountains 
and further slashed in size by the You 
River that drains its greyish tributary 
flows into the town, Yuanling has very 
little level space for expansion and 
seems resigned to the problem. 

In the first decade of this century 
Yuanling was a boom town: in remote 
western Hunan the centre of almost 
everything commerce, education, 
Christian missions, banditry, even pros- 
titution. Boats from many directions, 
mountain routes, including opium 
trails, all led to Yuanling. 

Its importance started to diminish 
when, after the communist victory, 
roads and bridges were built in western 
Hunan, opening previously inaccessible 
areas and shifting away from the town 
the attention and regard it now sadly 
lacks. 

But the neglect of Yuanling's could 
also be attributed to the uncertainty 
brought about by the now-shelved plan 
to dam the Yuan for hydroelectric 





power. (If the plan 
had been pushed 
through, however, 
today there would 
not even be a 
Yuanling.) 

There is vet no 
bridge to span the 
river; instead the 
two halves of the 
town are connect- 
ed by sluggish ferries plodding from 
bank to bank with passengers and vehi- 
cles. At dusk passenger and cargo 
boats, coal barges, timber and bamboo 
rafts, sampans and small fishing craft 
clutter the banks. 

Situated in the middle reaches of 
the Yuan — western Hunan's most 
important river system — Yuanling 
is selective to foreign visitors, and the 
few travellers who have been able to 
wangle even a stopover were indeed 
privileged to see a remote former mis- 
sion town and to know something about 


I. RODRIGUEZ TUBIANOSA 


Catholic church turned dispensary. 





its long history of foreign missionary 
work. 


he town saw its first foreigner and 

first Christian missionaries in. 1820 
when the Wuhan diocese sent an Eng- 
lish priest together with some Chinese 
Catholics to penetrate the then wild and 
mysterious western Hunan. They must 
have discovered in Yuanling the perfect 
mission town, very accessible by water 
and a convenient jumping point to the 
numerous settlements of unbaptised 
mountain people. But after a year or 
two the mission left, leaving no traces of 
converts or churches. 

The second wave of foreign mis- 
sionaries came after the Opium War, 














this time with more 
force and deter- 
mination to gain a 
Christian foothold 
in the area. 

Except for a 
brief period during 
the Boxer Rebel- 
lion when in 1902 
the local rebels 
killed a foreign 
missionary and sacked the churches, 
missionary work continued uninter- 
rupted until 1951 when Yuanling saw 
the last of them, implicated in coun- 
ter-revolutionary activities, accused 
as spies and finally expelled from 
China. 

Actually it is difficult to assess the 
historical role of the foreign mis- 
sionaries in Yuanling considering the in- 
built suspicion of its people of a culture 
alien and different and the negative at- 
titude towards religion caused by the 
political vicissitudes in post-1949 China. 
Much detail of Yuanling's missionary 
history is lost and unrecorded, blurred 
or beyond recall. 

More than anything else, the mis- 
sionaries left a legacy of failure in 
Yuanling. Zhou Guanglie, a 57-year- 
old self-made local historian, explained 
that even at the peak of their success the 
Christian missionaries merely convert- 
ed a few thousands and most profess- 
ed to the faith for convenience: to take 
advantage of charities; to get free medi- 
cal care; to enrol at church-run schools 
or to earn a living. 

But the most telling reason for their 
vulnerability in times of great political 
revolutions was their failure to disen- 
tangle themselves from the imperialist 
schemes in China and from their close 
identification with the local forces of 
power and oppression. 

The hospital built by the Catholics 
has been renamed Yuanling People’s 
Hospital, a massive and strong structure 
that could withstand many more years 
— perhaps also meant then to be a testa- 
ment to the missionaries’ intent to stay 
for a long time. 

The main Protestant church now 
houses a medical lecture hall. Its bells 
are silent, save for one that now rings 
for Yuanling Third Middle School lo- 
cated just behind it and which was for- 
merly the Protestant-run school for 
girls. 

There is no indication the Christian 
churches in Yuanling will be restored to 
their former functions despite the religi- 
ous tolerance now going on in 
Changsha, Hunan’s capital. Anyway, 
the foreign missionaries, living and 
dead, who had once worked in Yuanling 
could find consolation in the fact that at 
least their churches have been put to 
good use instead of being desecrated or 
destroyed. — |. Rodriguez Tubianosa 


3 DECEMBER 1985 e FAR EASTERN ECONOMIC REVIEW 


i ' 
| i | | I | mI 
| i 1 i 


Editor: Derek Dawes 
Deputy Editor: Philip Bowring 
Regional Editor: Susumu Awanohara 

Michael Malik (Deputy 
Ashley Wright (Assistant) 
Business Editor: Anthony Rowley 
Ron Richardson (Deputy! 

Liz Carver, Elizabeth Cheng 
Nick Seaward (Assistants! 
Focus Editor: Mike MacLachlan 
Arts & Society Editor: lan Buruma 
News Editor: Michael Charnock 
Paul Bayfield (Deputy! 

Anita Motwan (Assistant) 
Eaitorial Manager: Michael Westlake 
Chief Correspondent: Rodney Taske: 

Specialist Writers: 
David Bonavia (China) 
Robert Cottrell (Finance) 

K Das (Malaysia! 
Rober! Delfs (China Economy) 
Gene Gregory (Technology) 
Emily Lau (Hongkong) 
Richard Nations (Diplomacy) 

Paul Quinn-Judge (Indochina): 
Louise do Rosario (China Trade) 
Paul Sillitoe (Industry) 

Art Director: Morgan Chua. 
Frank Tam (Deputy), Andy Tang (Assistant) 
Production Editor: Hira Punwan 
Paul Lee (Deputy), Henry Chiu (Assistant) 


BUREAUX 


Bangkok: John McBetr 
Paisal Sricharatchanya (te! 2511139) 
Jakarta: Lincoln Kaye (347814) 
Kuala Lumpur: James Clad, 
Suhaini Aznam (2308977] 

Manila: Guy Sacerdoti, Jose Galang (572081) 
New Delhi: Salamat Ali (South and West Asia]. 
Mohan Ram (676690) 

Peking: Mary Lee (52-1550) 

Seoul: Shim Jae Hoon, Paul Ensor (732-7354) 
Singapore: V. G. Kulkarm (2203720) 
Sydney: Hamish McDonald (212-3355) 
Taipei: Car! Goldstein (502-9030) 
Tokyo: Charles Smith, Bruce Roscoe (2708229) 
Washington: Nayan Chanda (469-4814) 


OTHER CORRESPONDENTS AND CONTRIBUTORS 























































Bombay o Meenakshi Behara 
Calcutta — — 1 1 . Jayanta Sarkar 
Colombo .— Á— à 1 — MankdeSiva 
Ee 
Europe. 1 1L. James Bartholomew, Dame! Nelson (London) 


Shada Islam (Brussels), Therese Obrecht (Geneva! 
0 Husan Hagaani, Mohammed Aftab 

























Publisher: Charles H. Stolbach 


General Sales Manager: Elaine Goodwin 
Adv. Manager, Asia: Nigel Bolding 
Circulation Manager: Billy Woo HARMONY 
Adv. Production Manager: Stanley Ng THE WATCH, THE LIGHTER AND THE PEN. 
Published weekly. every Friday. in since 1946. All Rights 


Reserved © Far Eastern Economic Review Limited 
1985. UE) Member of the Audit Bureau of Circulations, London 


Offices: Centre Point, 181-185 Gloucester Road, Hongkong 
Postal address: GPO Box 160. Hongkong Cable: REVIEW 
HONGKONG (Editoral, REVIEWADS HONGKONG (Advertsing) 
REVIEWCIRC HONGKONG (Crculation) Telex: Hx 75297 ECWEX 
(Editorial): 4x 62497 REVAD (Advertising); HX 66452 REVCD (Circu- 
lahon). FAX: 5-8932762 Telephone: 5-8936588 (Editorial 
5-734301 (Advertising). 5-8911533 (Circulation 


Printed by Yee Tin Tong Printing Press, Ltd. Tang Chong Street 
Quarry Bay. Hongkong 


UK.: Registered as a newspaper at the General Post Office 
U.S.A.: The Far Eastern Economic Review (USPS 914-880) is pub- 
lished weekly, every Friday. for USSBB 00 per year by Far Eastern 
Economic Review Limited U.S. Mailing Agent — Datamovers, Inc 

38 W 36th St, New York. N Y. 10018. Second-class postage paid 
at New York. N.Y.. and additional masing offices. POSTMASTER 
send address changes to Datamovers. inc 38 W. 36th St, New 
York. N.Y 10018 





ORFEVRES A PARIS 


FAR EASTERN ECONOMIC REVIEW e 19 DECEMBER 1985 


This January, February and March, First Class passengers on our nonstop flights from Tokyo to Singapore will enjoy a menu includ 
Kani no Suimono (crab soup), Ise Ebi Salad (lobster salad) and Nadaman Managatsuo Yakimono (grilled pomfret), prepared to reci 


ONLY TWO PLACES IN 
THE WORLD SERVE 
NADAMAN MANAGATSUO YAKIMONO. 





eated exclusively for Singapore Airlines by Nadaman of Tokyo. Accompanied, as always, by such pleasant diversions as Dom $, 
erignon, Malossol Caviar and Hennessy X.O., served by our gentle hostesses in their sarong kebayas. SINGAPORE AIRLINES 


NADAMAN, AND 
ONE OF THE FINEST RESTAURANTS SINGAPORE AIRLINES 
IN TOKYO. FIRST CLASS 
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The few times I’ve needed emergency 
cash, | could rely on my Card. 


As a Diners Club member, 
you can walk into any spe- 
cially designated Citibank 
branch, participating bank 
or Diners Club office 
worldwide, and get the 
cash you need in an 
emergency. There are 
over 1,700 locations in 
over 70 countries that 
offer this service. 

And that's just one of a 
world of services from 
automatic flight insurance 
to out-of-town office 
facilities. No wonder 
millions of travellers 
enjoy the privileges and 
services of the Club 
designed to meet the 
needs of the frequent 
traveller—The World Club. 
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Reluctant visitors 


Reading Donald Wise's recent reviews 
of R. B. Smith's /nternational History of 
the Vietnam War reminded me that 
none of the expert commentators seem 
to focus on one particular difference be- 
tween Malaysia and Vietnam, namely 
that Britain was an experienced colonial 
power working in long-term partnership 
with the Malaysians at many levels, 
while the US was a reluctant visitor 
loudly proclaiming its intent to leave as 
soon as possible. As a corollary. Britain 
had a cadre of experienced men at work 
in Malaysia with local knowledge, lan- 
guage and contacts; the US had no equi- 
valent service. Britain had been training 
locals at all levels to take over the ad- 
ministration and continued to do so 
throughout the Emergency. The US 
temporary officials were not in the same 
position. 

I would suggest that in these terms 
alone the US had little chance to win the 
hearts and minds campaign since, not 
surprisingly, 
prepared to commit 
who were dedicated to withdrawal as 
soon as possible. 

May I also, as an inventor of the 
White Area idea, point out, in the in- 
terests of historical accuracy, that the 
Malaysian White Areas were not, as 
Wise implies, areas in which the first 
new villages were established. In fact, 
the first White Area was established in 
Central Malacca in 1953 (when the re- 
settlement programme was all but com- 
aa using the carrot that the rural in- 

abitants would be spared the rigours of 
resettlement, food control, curfew and 
the like if they cooperated with the gov- 
ernment. From Malacca White Areas 
slowly spread throughout the coun- 
tryside. 

Clearly, however, there is no point in 
establishing resettlement villages whe- 
ther in white, grey or black areas if the 
government cannot dominate the area. 
Hongkong B. T. W. Stewart 


Who are the losers? 

Who knows, indeed, if either Peter Beal 
[10 Oct.] or Michael Vickery [14 Nov.] 
are real. But their exchange in your let- 
ters column raises questions on which I 
cannot resist making a comment or two: 
» It is completely correct to view the 
events in Cambodia 1975-79 as being 
linked historically and philosophically 
to the earlier violent communist take- 
overs in Russia, China and Vietnam. In 
all these cases a collectivist, authorita- 
rian communist regime tried to elimi- 
nate the stronghold of individualism 
and personal rights — the propertied 
bourgeoisic. Each case was different 
but all arose from the same historical 
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process. For Marx, the bourgeoisie was 
the enemy and this remains Marxist 
holy writ to this day. No real Marxist 
will deny this. Pol Pot simply carried out 
his historical mission with unusual zeal 
and brutality, creating an awkward 
problem for his would-be friends and 
admirers. 

» The effects of US involvement in Viet- 
nam and Cambodia have been over- 
rated. American arms probably pro- 
longed the war and, thus, increased the 
killing. But the American effort 
changed very little of the outcome. Pol 
Pot defies rational explanation. The re- 
fugees and the struggling economies 
spring from the simple inability of 
the communist system to provide a 
decent standard of living for its peo- 
ple. and loans from the US will not 
change that. 

» Maybe there was no "moral high 
ground" in the Vietnam War. Sincere 


few Vietnamese were*| Et 
themselves? 


wholeheartedly to a team of visitorsz 
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people favoured or opposed the war for 
all sorts of different reasons. Tiziano 
Terzani (and presumably Vickery) be- 
lieved the Vietnamese people would 
benefit from the victory of the North. 
They were wrong. Terzani worries now 
whether he was on the right side in 1975. 
(Vickery, who must be an academic, is 
more sure than ever that he was.) But 
the question can never be answered. We 
cannot be sure anyone would have been 
better off if the North had lost. There 
were and are good and sufficient 
reasons for opposing US involvement, 


just as there were and are reasons for | 


supporting it. That is the essence of the 
tragedy for Americans and Asians 
alike. Neither side was completely right 
in 1975 nor are they in 1985. But Beal, 
Terzani and others share a concern for 
the real losers — the people of Vietnam 
— which I find missing in Vickery. 

Dhaka Warren C. Robinson 


e This correspondence is now closed. 










Harmful restrictions 


The conviction of the REVIEW and its 
Kuala Lumpur bureau chief, James 
Clad [TRAVELLER'S TALES, 24 Oct.], 
illustrates the fact that official restric- 
tions on responsible journalism are in- 
variably counter-productive. As your 
account noted, Prime Minister Datuk 
Seri Mahathir Mohamad himself had al- 
ready spoken publicly on the change of 
policy towards China, and that had been 
widely reported within Malaysia. Clad's 
article was informative and interesting 
to those outside Malaysia. It was essen- 
tially innocuous, and could not have 
been interpreted as prejudicing Malay- 
sia's objectives or reputation 

On the other hand, the extensive in- 
ternational reporting of the prosecution 
and convinction has done Malaysia à 
good deal of harm. Friends and obser- 
vers of Malaysia must now suspect that 
the purpose of the case was to coerce 
correspondents into self-censorship. 
That in turn would mean inadequate 
and inaccurate coverage of Malaysian 
affairs in the world press. 
Wollongong, NSW 


Ovation observed 


| refer to the Morgan cartoon [24 Oct. ] 
on Singapore Prime Minister Lee Kuan 
Yew's address to the joint session of the 
US Congress. It is a clever cartoon asit 
strives to give two sides to the truth — The 
Straits Times report asserting that there 
was a standing ovation before and at the 


Allan Healy 


end of the speech. and the International 


Herald Tribune's assertion that there 
was polite applause in a sparsely at 
tended joint session of congress. 

Many of us in Singapore saw the tele- 
cast of the speech on the evening of 9 
October. We saw a crowded chamber 
and we saw a Standing ovation at Lee's 
entrance and at the end of the speech. 
Singapore ‘Objective Singaporean’ 


Wrong victim 

I should just like to point out that it was 
actually Ouyang Hai and not Lei Feng 
“who sacrificed himself to prevent a 
train accident [TRAVELLER'S 


TALES, 19 Sept.]. Your small mistake 
would be roughly equivalent to stating 
that St Peter was shipwrecked in Malta 
in AD 60. 
Peking 


Clifford Borg-Marks 





CORRECTION 


In the article The battle of Memali ( Kr iiw, 5 
Dec. ). it was reported that Ibrahim Mahmood 
alias Ibrahim Libya, was once active m the Ma- 
laysian Muslim Youth Movement (bim) 
While Ibrahim's friends reported that he par: 
ticipated in Abim activities, Abim has no re 
cord of him being a member. Any error is re- 
gretted 
















The. ASIAN. DEVELOPMENT BANK is an international finance institution based in Manila, Philip- 
.. pines, and established for the purpose of lending funds, promoting investments and providing technical as- - 
sistance to developi ig countries and, generally, for fostering economic growth in the Asian region. Its 
~ membership comprises forty-five countries, thirty-one of which are from the Asian region and fourteen from 
. Western Europe and North America. 


The Bank offers chal lenging opportunities to highl y quai lified and experienced d professionals. who 
seek emp loyment on a career or fixed term basis. Applications are invited for the following positions: 


PROJECT ECONO! A STS/F NANCIAL ANALYSTS (Agriculture, Irrigation, Transport, 

Water Supply, Education) 

identification, preparation, appraisal and evaluation of financial/econoihic viability of loans and - 
technical assistance projects; provision of forecasts of project impact on the overall soclalleconomic 
development of the recipient country, the development of the sector and its sectoral interfaces; finan- 
cial/economic analyses including forecasting of financial/economic rates of return; evaluation of finan- 
cial impact and viability repercussions of changes in project implementation conditions; administration 
of financial/economic aspects of loans and technical assistance projects. 


PROJECT ENGINEERS (Water Supply and Sanitation, Electric Power, Agriculture, Urban 
Development) 


Identification, preparation, appraisal and evaluation of technical and economic viability of laans 
and technical assistance — determination of project feasibility including input-output analysis of; 
proposed engineering systems; loan administrationi, including supervision of project mplamentation by . 
executing agencies. 


RESEARCH ECONOMIST 


Development/general economists with good theory and quantitative background for researcti 
positions in the Economics Office. Successful candidates must have demonstrated an ability to com- 
plete original research of publishable quality. Research interest and publications i in one or more ofthe 
following fields with reference to developing countries of the Asia-Pacific region are desirable: indus- 
trialization, rural development; Hes evaluation methodology, macroeconometric modeling and inter- 
national trade. | 


DEVELOPMENT POLICY OFFICER uH 
" Operational policy formulation and review, formulation of long range operational plans, evalua: — 
tion of operational programs, identifying new directions and approaches for the Bank's operation and . 


reviewing Bank operations in terms of their results and impact as against the Bank's Objectives as well 
as ine — ot the CEVRIOPMENI member countries. 


— of multi-currency fixed i income liquidity portfolios. Considerable experience in the 


, Management of portfolios invested in short to medium maturity fixed income securities denominated i in 
‘the major convertible currencies. 


















































- Candidates should have a university degree and a minimum of five years of professional experi- 
‘ence preferably in their particular field of expertise. F luency in written and spoken English is essential. Staff 
and their families will be based in Manila, Philippines, but some of the positions involve international travel: 


The positions. offer a pore salary paid i in U.S. Dollars normally free of tax, and an excellent benefits 
package. |; 











g Interested persons : are invited to send to the following address thei ir curriculum: vitae, 


 cluding present salary and details of their working experience, indicating on both letter and envelope - 
REF. No. HK55. 













REF. NO. HK55 
HEAD, EMPLOYMENT AND STAFF RELATIONS - 
^ PERSONNEL DIVISION 
ASIAN DEVELOPMENT BANK 
^ P.O.BOX789 
MANILA, PHILIPPINES 
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"gor 28 years, Corazon Aquino was a devoted wife and 
| A. mother, a figure very much in the background of Philip- 
pine opposition leader Benigno Aquino. But after his assas- 
sination on 21 August 1983, her life changed dramatically. 
Now, having declared herself a candidate to challenge Fer- 

















REGIONAL AFFAIRS 


















dinand Marcos for the presidency, ‘Cory’ Aquino has step- : Haste makes waste 
|| ped confidently out into the spotlight as a person to berec- | China: Point, counterpoint 
| koned with in her own right. Brought up to expect power | . Warning wins the day 

| and privilege in the land-owning Cojuangco family, she is | Malaysia: rp rii n 
more equipped for the burden she is taking up than many venil, t: An ill wind ot Em —— 
may realise. But still she is simple and straightforward, Greedy for Ganga s goodies 26 
without the polish of the professional politician. Manila bureau chief Guy Sacer- Thirsting for power . 28 
doti looks at both Cory the person and the reluctant politician. Pages 40-44. A tense tribal tract pan 
40 





Page 14 

Officials of Hongkong’s Basic Law 
Consultative Committee come under 
fire for allegedly disregarding the 
group's constitution by appointing 
rather than electing committee office 
bearers. 


Page 16 

Soviet Vice-Foreign Minister Mikhail 
Kapitsa's visit to Peking covers new 
areas of Sino-Soviet negotiations 
while China strives to pinpoint the pit- 
falls in the emerging US-Soviet de- 
tente. 


Page 18 

Tan Koon Swan, having won his 
marathon battle for the leadership of 
the Malaysian Chinese Association, 
now finds his financial — and political 
— future in the balance. 


25 
Hongkong legislators demand con- 
cessions from London on rights of 
entry and abode for holders of British 
National (Overseas) passports. 


Pages 26-29 

The Subcontinent's strategic north- 
eastern region is a potential powder- 
keg of tribal insurgencies and dis- 
putes which show little sign of solu- 
tion. 


32 
Two retired Thai generals contest an 
important by-election in Bangkok, an 
event which could encourage more 
former military men to enter politics 
via the electoral process. 


45 
Seven South Asian states have at last 
formed a regional body for mutual co- 
operation, but have side-stepped the 
political problems besetting the re- 
gion. 


Cover illustration by Lui Mo Ping. 


Pages 47-82 


One of the secrets of Japan's econo- 
mic miracle has been its lifetime-em- 
ployment system. But things are 
changing fast, as more people switch 
jobs, more robots take over — and 
part-timers fill the gaps. FOCUS re- 
ports on Japan at work. 


86-88 
Although calm has returned to the 
Singapore stock exchange, the mas- 
sive volume of forward contracts 
hanging over the market points to 
further serious trouble ahead. Mean- 
while, in Malaysia there are growing 
questions being asked about Finance 
Minister Daim Zainuddin's campaign 
to prop up the Kuala Lumpur market. 


Page 89 

Philippine coconut 
baron Eduardo Co- 
juangco fails in his 
second bid to gain 
a powerful posi- 
tion in the restruc- 
tured sugar indus- 


try. 





Page 100 

Taiwan is growing increasingly con- 
cerned at the political and economic 
problems posed by its large and 
growing foreign-exchange reserves. 


Page 112 

South Korea adopts a pump-priming 
budget as it looks for ways to stimu- 
late its sagging economy. 


Page 114 

New charges are laid against many of 
the cast of the long-running Carrian 
corporate saga, while two former di- 
rectors of Bank Bumiputra Malaysia 
are arrested in London and face ex- 
tradition to Hongkong. 
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Finishing what ‘Ninoy started — (.— 1 31 40 
Interview/Cory Aquino: ‘Gosh, I've just got 
ee le ee 
The Aquino clan fight ‘guns, goons and gold... 42 
Uncle Sam bemoans a split opposition ticket _. 44 
Foreign relations: Slowly. slowly to Saarc 
South Korea: Japanese bedfellows 


Japan at Work — 
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Lifestyle: More divorces but the same moral code . 83 
Escaping from marriage, avoiding office love — 84 
It's all right to dream, it's wrong to mary ——— 85 
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Development: Fiji, where less is more .. . 197 

Economies: Policies weather criticisms in Vietnam .. 98 
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China pl more aid 
for Cambodia coalition 
China has promised visiting 
leaders of the anti- Vietnamese 
Coalition Government of 
Democratic Kampuchea that it 
will step up military pressure 





along its border with Vietnam 


to compel Hanoi to withdraw 
more troops from Cambodia, 
The coalition leaders were also 


| promised more military aid 






whose group 


fugees in Papua New 


While Jakarta will hope that 


— | activity. 


when they met with top Chin- 
ese leaders in Peking from 7-10 
December. The aid will con- 
tinue to be given to all three 
factions of the coalition sepa- 
ratelv and on an ad hoc basis, 


- which sources say means “pro- 
| portionate to their ability to ab- 
— Ssorb it so that it does not fall 
- into the hands of the Vietnam- 


ests" — Mary Lee 
OPM leaders abandon 
the jungle 


Two leaders of major groups in 
the loosely knit Free Papua 
Movement (OPM) in In- 
donesia’s Irian Jaya province 
have crossed into Papua New 
Guinea, with a small number of 


— followers and dependants, to 
— surrender to authorities pend- 


ing placement into third-coun- 
try asylum by the United Na- 
tions High Commissioner for 
Refugees. They are James 


_ Nyaro, who had led an OPM 


group in the northern border 
region, and Geradus Tommy, 
rating near 
the Fly River "bulge" in the 


- border has been wielding great 


influence over Irian Jaya re- 
uinea 
nearby. 


— Analysts said the surrender 


follows the pattern of earlier 


leadership turnovers in the 
| OPM as leaders tire of the 


-term jungle struggle. 
Tommy's removal in particuiar 
weakens OPM influence 
among the 11,000 refugees, 
competition ` among OPM 
leadership aspirants could-just 
as easily result in stepped-up 
— Hamish McDonald 


‘Cocktail party’ invitation 
list is prepared 

A revised version of a pro- 
posed cocktail party to get 
those involved in the fighting in 
Cambodia together informally 
was agreed between Indonesian 
Foreign Minister Mochtar 
Kusumaatmadja and his Thai 


. counterpart Siddhi Savetsila in 


final proposal, which Mochtar 
hopes to take to Hanoi within 
the next few wecks, is for lead- 
ers of all four Cambodian fac- 
tions, plus Vietnamese repre- 
sentatives, to talk to each other 
at a cocktail party hosted by In- 
donesia. 

The cocktail party idea was 
first mooted by president of the 
Cambodian resistance coali- 
tion Prince Norodom Sihanouk 
who wanted the Soviet Union 
and China to join the party 
also. Mochtar responded by 
suggesting that only the coali- 
tion and the Hanoi-backed 





Heng Samrin faction should be 
involved. The proposal was 


further modified by In- 
donesia’s President Suharto, 
talking to Prime Minister Rajiv 
Gandhi in New Delhi in 
November, by including Viet- 
nam in the Cambodian party. 
This version was acceptable to 
the Thais, who felt that without 
the Vietamese presence the 
Cambodia problem would give 
the appearance of being merely 


a civil war. — Rodney Tasker 
Nicaragua recognises 
Peking, not Taiwan 


China and Nicaragua issued a 
joint statement in Peking on 7 
December announcing that the 
two nations had established 
diplomatic relations. The state- 
ment also said Nicaragua was 
withdrawing its previous recog- 
nition of Taiwan, thus reducing 
the number of countries still 
recognising Taipei to 23. In 
Taiwan, a Ministry of Forcign 
Affairs spokesman said that 
Taipei would immediately re- 
call its agricultural and techni- 
cal missions from Nicaragua as 
a result of what he called Man- 
agua's “unfriendly act.” 
Nicaragua’s move makes it 
the second nation this year to 
switch recognition from Taipei 
to Peking, following Bolivia's 
lead in July. — Carl Goldstein 


: t ieu ,T z — = H, -$ 
Bangkok on 9 December. The 


Battle is shaping up for 
control of Promet  : 


Already in difficulty because of 
slowdowns in petroleum explo- 
ration and fabrication work, 
Malaysia's Promet — one of 
Southeast Asia’s largest home- 
grown oil and shipyard busi- 
nesses — is facing an owner- 
ship shake-out, as chief share- 
holder Datuk Brian Chang 
confronts a takeover bid by 
Promet chairman Tan Sri Ib- 
rahim Mohamad. Ibrahim has 
sought during most of this year 
to inject his substantial hold- 
ings in Selangor Properties into 
Promet on a valuation that the 
Singapore-based Chang re- 
fuses to accept, and Ibrahim 
now is seeking to buy out 
Chang's approximately 35% 
Promet stake. ' 

The bid has significant poli- 
tical implications: some quar- 
ters of the United Malays Na- 
tional Organisation (Umno) 
are promoting Ibrahim's bid. 
Recently, Umno Youth leader 
(and Agriculture Minister) 
Anwar Ibrahim criticised 
Promet’s sacking of more than 
2,500 Malay fabrication-yard 


workers. — James Clad 
BoT baht in 
move to boost exports 


For the first time since the baht 
was devalued in November 
1984, the Bank of Thailand 
(the central bank) has sub- 
jected what was otherwise a 
"managed float” exchange- 
rate regime to a heavy dose 
of intervention, The currency 
was depreciated by nearly 
2% on 3 December — from 
an exchange rate of Baht 
26.19:USS1 on 2 December 
— to Baht 26.69:US$1. The 
unit eased further to Baht 
26.70:US$1 at the close of the 
week. 

The move was seen as an at- 
tempt to assist exports and 
stem capital outflows, and it 
was generally welcomed by 
bankers. There is uncertainty 
about whether or when the old 
currency-basket mechanism 
would be reinstated. 

. . — Paisal Sricharatchanya 


Petronas may take stake 

in Singapore refineries 
Malaysia's state oil corpora- 
tion, Petronas, has identified 
ways to cut refining costs — in- 
cluding a proposal to buy into 
Singapore's ailing refineries, 
saddled with excess capacity 
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Australia to nue 
its takeover 

Australian federal and state at- 
torneys-general have decided 


in favour of takeover-law 
changes that will make it hard- 
er for raiders to build an initial 
"springboard" stake in target 
companies, though théy have 
decided to keep the takeover 
threshold at 20% and the “sub- 
stantial shareholder" level at 
10% for now. Amendments ex- 
pected to be passed by mid- 
1986 stipulate, among other 
things, that price escalators at- 
tached to share purchases up to 
six months before the takeover 
bid may not be triggered by a 
higher price in the bid. All cash 
bids would have to .reflect 
prices paid by the bidder in the 
previous four months, -  - 
Meanwhile, the £1.68 bil- 
lion (US$2.5 billion) bid by 
Australia's Elders IXL for Bri- 
tish — group Allied- 
Lyons was frozen on 6 De- 
cember. when the British Gov- 
ernment asked its Monopolies 
and Mergers Commission to 
study the bid's —— 
financing by a Citibank syndi- 
cate, giving it six months to re- 
port Iders chairman John El- 
iott said: "We are re-assessing 

our position.” 
— Hamish McDonald 


Incomex plans to add 
coffee trade in 1986 


The chairman of the Indone- 
sian Commodity Exchange (In- 
comex) plans to start trading 
coffee under the open-outcry 
system on 9 January, when the 
exchange officially opens. In- 
comex has been auctioning 
physical rubber twice. weekly 
since. April, but coffee is ex- 
pected to be more active. A 
third commodity may be 
added, possibly plywood, and 
Incomex hopes to have six 
commodities trading by 1987. 
Chairman Paian Nainggolan 
said the exchange may trade 
rubber futures, but not until 
the third quarter of 1986. 
There are now about 20 ex- 
change participants. 

— A Correspondent 
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The night has 16,000 eyes. Clustered on this tiny chip. Heat seeking 
sensors, that see an aircraft 100 miles away In any weather, night or day 


NORTHROP 


Making advanced technology work 
1840 Century Park East, Los Angeles, CA 90067-2199 USA 
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A uniquely lovely facade. A memorable experience awaits 
A breathtaking lobby to you — from breakfast in our Cafe 
match. Fine eating outlets. to dinner in the Teochew Restau- 
And super service. rant and cocktails in The Lounge. 


That's Crown Prince Hotel Crown Prince Hotel, where little 
Singapore, where the Prince touches, like our remembering 

Hotels tradition of friendly your name, wil) make you come 
and quality service lingers on. back again and again. 









Each of our 505 rooms is 







elegantly and tastefully Crown Prince 
furnished to create an Holiday Special: 
atmosphere of absolute S$115** single: 
comfort and luxury. $$135** double 
If you're on business, you'll (iov Tet te 91) 
appreciate our well-equipped Anni versary 
Business Centre, where our ~ Suite Special: 
helpful staff will stand in for 50* off rack rates 
your much-missed secretary. $ (Till Dec 5 1, 1986). 
TRAT A 


And after a hard day, relax 
by the quiet poolside. 


:9* 
CROWN 
© PRINCE HOTEL 


Continuing the Prince Hotels tradition of friendly service 


470 Orchard Road we 0325 Tees MS 22519 n ow 
Cable CAOWISOTEL Fas 73270018 Teh 27321111 





For reservations or further information: * Prince Hotels New York office Tel: 212-889-5928 + Prince Hotels Los Angeles office Tel: 215-689-4800. Telex: 691600 TCI PHI 
LSA. Toll free in Continental USA (except New York state) Tel: 800-225-2094 * Prince Hotels Toronto office Tei: 416-4497882. Telex: 06966725 * Prince Hotels Paris 
office Tel: 01-579-9250. Telex: 202895 (PRINCE 202895) * Prince Hoteis Frankfurt office (Tol! free to Paris) Tel: 0611-284-427 * Prince Hotels Japan offices: Tokyo — 
Tel: 035-209-8686, Telex: 2524577 PRINCE J. Osaka — Tel: 06-541-8686 * Britain: London c/o Rank Hotels Reservation — Tel: 01-570-5484/01-262-2895 * Singapore: 
Seibu Singapore Pte Ltd. Tel: 75349024. Telex: 34590 SEIBU. 


* Represented by Utell International — Tel: 01:7411:588 (London) 212-7572-981 (New York) 37226432 (Hong Kong). 


A ONE i E^ R MBA APPOINTMENTS 


INDUSTRIALISATION STRATEGIES 
FOR DEVELOPMENT AND 
THEIR MANAGERIAL IMPLICATIONS 


A PROFESSIONAL DEVELOPMENT PROGRAMME FOR 
INDUSTRIALISING COUNTRIES' EXECUTIVES 


STARTING SEPTEMBER 10, 1986 
— CONCLUDING SEPTEMBER 6, 1987 


CONCENTRATION AREAS: 
Industrial Policy and Strategy 


Required by the 


Wy FOOD AND AGRICULTURE 
: ORGANIZATION OF THE 
UNITED NATIONS (FAO) 


EXPERIENCED ECONOMISTS 


To undertake economic research on agricultural commodities, 
particularly in international trade and economic development 
aspects, short- and long-term outlook for supply, demand and 
trade, national and international policy studies. 


Requirements: 


€ postgraduate qualification in economics or agricultural 
economics 


Strategic Management and Enterprise Strategic Design 
Managerial Control and information Systems Manage- 
ment 

Behavioural Implications of the Strategic Implementa- 
tion 

Electives 


è 5 years related professional experience 

€ good working knowledge of English, French or Spanish 

e knowledge of animal feeds and/or oilseeds, oils, oilmeals 
would be useful. 


The programme focuses on the needs and conditions of in- 
dustrialising countries, with emphasis on professional 
development and applied relevant skill generation. 


RVB is a recognised institution, founded by the Delft Uni- 
versity of Technology and has more than 30 years of ex- 
perience in management development for industrialising 
countries. 


Benefits: 


Initial contract for three years with future career possibilities. 
Relocation, tax free salary, cost of living adjustment, education 
grant and other benefits of International Civil Service. Net 
Salary US$25.474 to US$34.637. 


Please send detailed curriculum vitae not later than 20 January 
1986 quoting VA Nos. 93/94-ESC to: 

Central Recruitment 

FAO 

Via delle Terme di Caracalla 

00100 — Rome, Italy 


For further information please write to 
the Head of the MBA Department, 
RVB — P.O. Box 143 

2600 AC Delft — The Netherlands 
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REACTING FAST 
India has failed tó pull off a major 
propaganda coup it had planned 
against Pakistan. Prime Minister 
Rajiv Gandhi invited President Zia-ul 
Haq, who was Scheduled to visit India 
on 16 December, to attend a 
ceremony to dedicate to the nation 
the reactor-reséarch centre at 
Kalpakkam near Madras, which was 
to be re-named after his mother. 
Indira Gandhi; the invitation was 
meant to underline India's pledge 
not to — ear 
weapons. But Zia ducked the 
invitation by postponing his visit by 
one day. If 


THAI TRESPASSERS 


Three Thai soldiers, who the army 
acknowledges were inside 
Cambodian territory when they were 
captured by Vietnamese forces 
several months ago, have been moved 
to Phnom Penh for further 
interrogation, according to military 
intelligence sources. They were 
originally held in Battambang in 
northwest Cambodia. Thai Foreign 
Ministry officials at first insisted that 
the soldiers — an army major and 
apparently two paramilitary Rangers 
— were taken by Vietnamese 
intruders inside Thailand. But 
supreme commander and army 
commander Gen. Arthit Kamlang-ek 
later caused some surprise by 
reversing that position and stating 


: 
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THE WEEK m 


AFGHANISTAN 

Afghan rebels forced the closure of the 
main roads leading to Kabul for a week 
blocking traffic and causing fuel shortages 


there, Western diplomats in Islamabad re- 
ported (10 Dec.). 


The South Asian Association for Region- 
al Cooperation summit meeting opened in 
Dhaka (7 Dec. ). 


CHINA 

Soviet Vice-Minister for Foreign Affairs 
Mikhail Kapitsa arrived on an official visit (5 
Dec.). The three heads of the Democratic 
Kampuchean coalition met for talks with 
leaders in Peking (7 Dec. ). 


HONGKONG 

Secretary of Economic Services Piers 
Jacob. will succeed Financial Secretary Sir 
John Bremridge in mid-1986, the govern- 
ment announced (6 Dec. ). Three former exe- 
cutives of the now-defunct Carrian group 
faced fraud and bribery charges in connec- 
tion with the Bumiputra Malaysia Finance 
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they had accidentally strayed into 
Cambodia during a night-patrol 
mission along the border. 


SEOUL CONCERN 
The US State Department is closely 
following the worsening political 
situation in South Korea. Harriet W. 
Isom, the department's director for 
Korean Affairs, who was recently in 
Seoul, has made a series of 
unpublicised contacts with leading 
* dissident figures to 
sound out their 
reaction to the 
constitutional- 
revision struggle 
which is looming. 
Surprisingly, she 
has also met with 
Kim Dae Jung, 
former opposition 
presidential 
candidate, who ts 
still barred from political activities 
under a suspended sentence, and is 
usually avoided by foreign diplomats. 
Isom's key concern is the prospect of 
rising political violence as a result of 
the massive signature-collection 
campaign for a new democratic 
constitution, sponsored by Kim. 
which was launched recently. 


SANS SAN YU? 

Having only recently been fully 
endorsed as heir-apparent to 
Burmese strongman Ne Win, 


scandal in court (7 Dec.). The director of 
China's Hongkong and Macau Affairs Ot- 
fice, Ji Pengfei, arrived on an official visit (/0 
Dec.). 


INDIA 
One man died and 25 people were in hos- 
eii from exposure to fumes in a gas leak in 
ew Delhi. Six people were killed and more 
than a dozen were injured when police fired 
X demonstrating fishermen in Madras (4 

ec. ). 


NEW ZEALAND 

The government introduced legislation in 
parliament banning nuclear-armed and 
-powered ships and aircraft from its territory 
(10 Dec.). 


PHILIPPINES 

Former senator Salvador Laurel said he 
would stand without Corazon Aquino in the 
February presidential election (8 Dec.). 
About 5.000 students and displaced sugar 
workers, defving a ban on demonstra- 
tions, took over main roads in Bacolod pro- 
vince in protest against the administration 








President San Yu is reported to be 
suffering from a heart problem. San : 
Yu, who in August was elected vice- — 
chairman of the ruling Burma 
Socialist Programme Party under 
chairman Ne Win, is in the US. d 
where he is understood to be " 
receiving medical treatment, In May 
1984 San Yu received treatment in 
London for a kidney ailment, but 
now, it is understood, the problem 
involves his heart. The reports 

about San Yu's health come ata — — 
time when diplomats in Rangoon am 
waiting to see what happens at à 
special session of the Burmese 
People's Assembly, which convenes 
on 23 December. b 


CHANDLER MYSTERY 
[ndonesia's state-backed shipping 
line, Djakarta Lloyd, has settled a 
long-running compensation dispute — 
with its Singapore chandlers, Chapt | 
Lim Hang. by paying nearly S$13 
million (US$6. 14 million) for 3! 
bunkerage bills dating from the late _ 
1970s and early 1980s. The settlement 
was agreed to by some of the shipping - 
line's businessmen-directors despite — 
the opinion of Djakarta Lloyd's own - 
Singapore auditors, Goh Tan and  — 
Co., that documentation supported — 
less than half the amount claimed. — 
The bunkerage payment nearly 
cancels out Djakarta Lloyd's savings - 
as a result of a company-wide u, 
efficiency drive last year. $ 















of President Ferdinand Marcos (9 Dec.) 


SINGAPORE 2 

The a Court slapped fines totalling 
$$16,000 (US$7,500) on the Asian Wall Street 
Journal for an editorial it said scandalised the - 
judiciary but discharged the Journals Singa- 
pore correspondent (70 Dec. ). A 
SOUTH KOREA ^1 

Six students occupied the Scoul office of 
the Federation of Korea Textile W ` 
Unions but were quickly overpowered by- 
police (4 Dec.). The Defence Security Com- — 
mand said it had arrested a Japanese man on- 
charges of spying for North Korea for the — 
past five vears (9 Dec.) 


SRI LANKA 
Pakistan President Zia-ul Hag arrived on. 
an official visit (70 Dec. ). Y 


TAIWAN , 
The head of the National ehe 3ureat 
Gen. Wang Chin-hsi was appointed chief 
staff to President Chiang Ching-kuo, accord. 
ing to à presidential spokesman (6 Dec.). ` 
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. By Emily Lau in Hongkong 
: . m^ drafting of a mini-constitution 
| W or Basic Law — for Hongkong after 
| 1997, when the territory reverts to 
| Chinese sovereignty, got off to an inau- 
|. Spicious start with pro-Peking elements 
| accused of introducing a communist- 
} style electoral process here and blat- 
- antly disregarding the territory's rule of 
law. The allegations, made on 6 De- 
| cember, came after the Basic Law Con- 
| sultative Committee's (BLCC) standing 
| committee ignored a BLCC constitu- 
| tional requirement to elect seven BLCC 
| office bearers. 

-— The BLCC, a 180-member body for 
} collecting public opinion in Hongkong 
| on the Basic Law, is entirely made up of 
‘| local people. The standing committee is 
| its executive arm. The BLCC will pre- 
} sent its findings to the 59-member Basic 
| Law Drafting Committee (BLDC) ap- 
| inted by Peking. Twenty-three 
j BLDC members are from Hongkong. 

The controversy came just one week 
after Peking's top representative in 

- Hongkong, Xinhua newsagency direc- 

- tor Xu Jiatun, alleged in a press confer- 
- ence that there had been deviation from 
_ the Sino-British joint declaration on 

-Hongkong's future — an implicit re- 
| buke of Britain's attempt to introduce 

litical reforms in Hongkong. The two 
| incidents have shaken confidence in the 
| territory and have begged the question 
| as to what Peking may be up to next. 
| _ The latest row erupted on the eve of 
| Chinese state councillor Ji Pengfei's 
| planned 12-day visit to Hongkong. Ji is 
| the director of the Hongkong and 
| “Macau Affairs Office ana the most 

_ senior Chinese leader to visit Hongkong 
|. in an official capacity. 
| . The Hongkong Government is 
- deeply alarmed by the developments 
| and will deliver its concern in no uncer- 
| tain terms to Ji. It will tell Ji that Xu's 
| press conference and the standing com- 
| mittee's blatant disregard for the law in 
A _ the selection of the seven office bearers 
| have severely undermined confidence 
|. here, which could ultimately hurt Hong- 
| kong's prosperity and stability. 

— The controversy followed the elec- 
| tion of a 19-member standing commit- 
| tee from among BLCC members. Many 
| of the 180 people asked to join the 
| BLCC were given only a day to decide 
| whether to accept. The announcement 
| of the BLCC's formation, the election 
| of its standing committee and the selec- 
| tion of the seven office bearers were 
| completed in only 11 days. One political 
‘| group described it as “indecent haste.” 
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Peking plays fast-and-loose politics, but then climbs 


Haste makes waste 


Before the standing committee elec- 
tion, BLDC vice-chairman Sir Yue- 
kong Pao gave BLCC members this di- 
rective: the standing committee should 
consist of people who love China and 
Hongkong, there should be both men 
and women on the committee and it 
should include industrialists. 

According to the BLCC constitu- 
tion, the seven office bearers “shall be 
elected among members of the stand- 
ing committee.” However, immediate- 
ly after the election of the stand- 
ing committee, Pao and three other 
BLDC vice-chairmen, including Xu, 


> 
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Ann: threat to BLCC independence. 





proposed seven names to fill the seven 
posts. 

They proposed that BLDC vice- 
chairman T. K. Ann be named BLCC 
chairman. Ann, a well-known Hong- 
kong industrialist, is also a member of 
the standing committee of the Chinese 
People's Political Consultative Confer- 
ence (CPPCC). The five vice-chairmen 
proposed were: Hongkong University 
vice-chancellor Rayson Huang; High 
Court judge Ti-liang Yang; pro-China 
businessman Wong Kwan-cheng, who is 
a member of the CPPCC standing com- 
mittee; businessman and Urban Coun- 
cillor Philip Kwok, and trade unionist Li 
Kai-ming. 


Mz Junnian, Xinhua's deputy sec- 
retary-general and BLDC deputy 
secretary, was suggested for the post of 
BLCC secretary-general. The proposal 
was seconded by Yang. Nobody object- 
ed, and the seven were installed with- 
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out further ado. There was no election. 

The proceedings were immediately 
branded as a breach of the BLCC con- 
stitution. Three BLDC members who 
drew up the constitution, Martin Lee 
OC, Szeto Wah, president of the Pro- 
fessional Teachers Union, and solicitor 
Liu Yiu-chu said the selection of the of- 
fice bearers was unconstitutional be- 
cause the four BLDC vice-chairmen 
had no mandate to propose them. Ac- 
cording to the constitution, the office 
bearers should be nominated and 
elected by the standing committee 
members themselves. 

Lee said the incident could have far- 
reaching implications for the kind of 
elections Hongkong may have in future. 
He said the BLCC standing committee 
had accepted the Chinese method of 
“election by nomination” and this was 
bound to damage the BLCC’s credibil-.- 
ity. 7 
Lee, an unofficial (non-civil servant)’ 
member of Legislative Council (Legco); 
Hongkong's consultative lawmaking 
body, supports direct elections in the 
territory on a one man, one vote basis. 
He warned that the Chinese system 
should not be tolerated if the “one coun- 
try, two systems" formula for Hong- 
kong's future, worked out by London 
and Peking, was to be successfully im- 
plemented. 

Lee also called for fresh BLCC elec- 
tions and urged other BLCC members 
to do the same. If required, he said, a 
BLCC member could seek a court de- 
claration that the election was uncon- 
stitutional and ask for a ruling that the 
result was void. Mao countered that the 
BLCC was exempt from having to regis- 
ter as an organisation with the Hong- 
kong Government so it should not be à 
matter for local courts. 

Defending the controversial action, 
Xu said the seven office bearers were 
selected “by election through consulta- 
tion," arguing that consultation was but 
one form of election. Mao said since the 
standing committee had only 19 mem- 
bers, there was no need for one man, 
one vote. He said during the draft- 
ing of the BLCC constitution, the 
drafters had wanted to use the term 
"consultation" instead of "election" but 
since some in Hongkong had objected, 
they replaced it with "election." How- 
ever, he maintained that the term “elec- 
tion" encompassed the idea of consulta- 
tion and that BLDC members had never 
considered elections on a one man, one 
vote basis. 
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term “election” - necessarily | ing committee meeting on 
mean marking names on n ballots. “Tt was | cember. It was agreed that everything 
up to the 19 of us to choose the officers. | that happened at the 6 December stand- | 
If we didn't object to the recommenda- | ing committee meeting had con- 
tion, it’s completely constitutional a | travened the. BLCC constitution. be- 
us to accept the suggested name list,” he | cause the committee was not given 
told the English- por daily Tone | seven days’ notice of the meeting. 
kong Standard. | Fresh elections were held to choose 
the seven office bearers, and the origi- 
nal seven names were nominated. Tn ad- 
dition to Ann, Lo was nominated chair- 
man but he refused to stand. Four | ward by the four BL DC vice-cl 
ecaus onsis others were nominated for oer peers | One notable exception was 
of people from | fferent sectors of | Chang. BLDC's Wong Po-van and | member and Hongkon; 
Hongkong society. Lo, who polled the Louis Cha, and former L egeo "feitber academic Edward 
highest number of votes in elections for | Ko 5iu-wah. They all re d the nomi- | as à BLDC vice-ch 
th BLCC standing committee, urged | nations. be chairman ofthe B 
| kong people to concentrate on The original seven were fe- “ele cted | mittee because it would a 
g business and not to getinvolvedin | by a show of hands. Chang abstained | pendence of the BLCC. R 
politics. | from the voting. The massive climb- | Chen said, would ally fears 
‘Lo left the Legislative and Executive | down was a response to the huge public | standing committee was domini 
councils last year over what he claimed | — but the damage had been done | Peking interests. "D 
to be Britain's failure to accept respon- | and the fresh elections with id same re- One political activist said local pe 
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| 

| 
— | cal groups did not wish to go a lt 
f THE MOTION HAS BEEN | OF COURSE... 


Hongkong people's farti he 
a and democracy. The Hongke 
fairs Society also condemned the 
tion of the office bearers and v 
that the move would result in a los 
public confidence. 

Most concerned organisations | 
criticised the standing committee’: 
ure to hold a proper election, bu 
questioned the seven names p 









‘nother andie 
ber, former Ho 
Lo Tak-shing, said he 
suggested name li 


















wanted to maintain a dialogue > 
them. He conceded that ‘the gi 
were much tougher with the Hor 
Government than with Peking —— 
most recent example being the € 
certed effort to water down drastic 
the Legco Powers and Privileges: 
(REVIEW, 1T July). "We dare not pu 
the communists so hard because t 
will remember us for a long time an 
may take revenge, but the Hongkon 
Government won't do a thing like that, 
he said. | 






confront the communists beca 
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AC from the method of selecti 
l of the seven office bearers, the sc 
tion of six BLDC members to the 414 
standing committee also came ut 
| fire here. The pro-Peking Chinese 
guage newspaper Tit Tin Daily / 
partially owned by CPPCC pee 
Legco member Ho Sai-chu,- 
| worry at the undisguised Re 
| dominate BLCC proceedings. 
doing, the BLDC could be acer 
consulting itself, the newspaper 
urged the six BLDC members to. 
their seats on the BLCC and act : 
servers only. Ho said BLDC mei 

| should discuss the standing con 
election and find ways to rectify t 
take. 
| The  Chinese-language 
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sibility f ioi Hongkong s people in the | sults showed lod ready a BLCC | 

Sino-British negotiations on Hong- | members were to bend to Peking’ s will. | 

kong's future. But later he appeared : | 

with Executive Council unofficials to he election fiasco. local. commen- 

commend the Sino-British joint declara- tators say; has called into question | 

tión resulting from the negotiations. | China’s promise- to respect the rule of 

Lo is also behind the Freedom of Move- | law. Chinese University lecturer Joseph 

ment and Right of Abode Company, | Cheng said the manner in which the | 

which helps Hongkong people to emig- | seven office bearers were selected | 

rate. showed a disregard for the law. "It isa | 

Standing committee vice-chairman | sign of danger and must be rectified,” he | : 

Li Kai-ming said the nominations hap- said. Recent events showed that the | Daily, partially owned by BLDC 
pened so quickly that it caught him com- | communists in Hongkong have pro- | BLCC p committee me 
pletely unawares. He said the BLDC | ceeded to another phase of united front Louis Cha, slammed the E 





vice-chairmen probably wanted to get | tactics, in which the hierarchy of their | hard- hitting editorial headiined " 
their nominees in office quickly to avoid supporters is clearly defined and there is | is the constitution for?” The cdi 
the possibility of others winning the | no room for dissent. Everyone musttoe | said the vice-chairmen's blatant d 
posts in 4 proper election at a later | the party line, Cheng said. gard for the BLCC constitution m 
date. Another standing committee Public reaction to the apparent the Hongkong people's heart 
member, Denis Chang, chairman of the | breach of the BLCC constitution was | cold. The Hongkong Economic 
Hongkong Bar Association, said he did | swift but restrained. The pro-Peking po- | questioned the sincerity of thi 
not raise any objection at the time be- | litical organisation Meeting Point "said abiding by the rules of the 
cause it all happened so fast. After the | that while the seven names suggested | asked if. the constitut jon v * 
nominations, some people applauded | were acceptable, the unconstitutional | RN S 
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Point, counterpoint 


China tries to manipulate the emerging US-Soviet detente 


By Richard Nations in Peking 


he 10-day official visit to China by 


Soviet Vice-Foreign Minister Mik- 
hail. Kapitsa highlights the new poli- 
tical dimension to Peking's reconcilia- 
tion with Moscow — which in the past 
the Chinese have been careful to por- 
tray is limited to non-controversial bi- 
lateral economic ties. 

The visit which began on 5 December 
is not expected to make any headway 
with the so-called three obstacles — 
Cambodia, Afghanistan and Soviet mili- 
tary deployments along China's border 
— sd oe the two powers. But the 
very fact that Moscow and Peking have 
agreed to extend their dialogue to other 
international issues can only fuel specu- 
lation that the process of Sino-Soviet re- 
conciliation is broadening into a more 
stable detente. 

The implications of a more inten- 
sified Sino-Soviet dialogue for the rest 
of Asia are unclear. But both Pyong- 
yang and Hanoi are sensitive to the sub- 
tlest shifts in Sino-Soviet relations, and 
analysts regard the diplomatic move- 
ment in both Indochina and on the Ko- 
rean peninsula over the past vear as ef- 
forts by both Vietnam and North Korea 
to adjust to the reality of Sino-Soviet 
normalisation. 

This is the fourth visit by Kapitsa to 
the Chinese capital in what has become 
a formalised exchange with his Chinese 
counterpart Qian Qichen. But dip- 
lomats say the significance of Kapitsa's 
visit lies in its timing. Moscow 's veteran 
China expert arrived in Peking when the 
Chinese had apparently been caught 
off-balance by the unexpectedly cordial 
tone of the Geneva summit meeting be- 
tween US President Reagan and Soviet 
leader Mikhail Gorbachov, and this in 
turn has opened the Chinese to Soviet 
efforts to nudge their dialogue towards 
fuller rapprochement. 

Kapitsa's chief mission, observers 
say, is to brief the Chinese on the 
Geneva summit. Moreover, the content 
of these talks will be less important, 
sources say, than the postive new at- 
titude towards China which they are in- 
tended to convey. “Gorbachov intends 
to treat China like a world power," com- 
mented an East European diplomat 
underlining the contrast with the pater- 
nalism of the late Soviet leader Leonid 
Brezhnev who insisted on regarding 
China primarily as a wayward member 
of the socialist family. *Gorbachov will 
take China more into his confidence. 
Only two years ago this was inconcieva- 
ble." he added. 

By broadening the dialogue with 
China, Moscow no doubt hopes to di- 


.16 


lute China's repeated insistence that po- 
litical relations will remain frozen until 
there is significant progress in resolving 
the three obstacles. And indeed, since 
early September Sino-Soviet exchanges 
have departed from the sphere of trade 
and technology carefully designated 
by Peking as the approved area for im- 
provement in bilateral relations. 

Alter meeting in New York on 26-27 
September, the Soviet and Chinese 
foreign ministers agreed to exchange 
visits and two weeks later China hosted 
a delegation of the Supreme Soviet led 
by its chairman, Lev Tolkunov, declar- 
ing that “the highest organs of state 
power of China and the Soviet Union 
have resumed relations after a suspen- 
sion of more than 20 years.” 

Moreover, for the first time since 


Vice-President George Bush strengthen- 
ed the diplomatic significance of Ar- 
batov's visit. 

Some observers believe that China 
has intensified its dialogue with Moscow 
in response to the new fluidity in super- 
power relations following the Geneva 
summit. "Peking is not so concerned 
about the concrete results of the sum- 
mit," an Asian diplomat commented. 
"But the Chinese are worried that it 
may prove to be the start of a new pro- 
cess which could reduce superpower 
hostility which has been the basic fact in 
international life since the [Soviet inva- 
sion of] Afghanistan six years ago." The 
prospect of superpower detente — how- 
ever remote it may appear at the present 

confronts the Chinese with a di- 
lemma. 

The success of China's elder states- 
man Deng Xiaoping's reforms depends 
on Peking's skill in maintaining a deli- 
cate balance in China's relations with 
Moscow and the US. In the name of its 
"independent and non-aligned” foreign 
policy — crafted in the post-Afghants- 
tan era to serve China's modernisation 
needs — Deng has encouraged a relaxa- 











Qian; Kapitsa: new political dimension. 

Sino-Soviet normalisation. talks were 
initiated in 1982, the joint communique 
issued on 20 October following the 
seventh round endorsed an improve- 
ment in political relations without 
explicitly linking it to resolution of the 
three obstacles. 


he Kremlin s most ostentatious 

gesture to engage China in a global 
dialogue was the two-week visit to 
China during 11-25 October bv the 
Kremlin's foremost expert on East- 
West relations, Georgiy Arbatov, direc- 
tor of the USA and Canada Institute 
of the Soviet Academy of Sciences. Ar- 
batov’s briefings reportedly under- 
scored the threat to China by emphasis- 
ing the US global military, including nu- 
clear, deployments. And the fact that 
the Chinese scheduled Arbatov's trip to 
coincide with the visit to Peking of US 






tion of tensions with Moscow in order 


to shift. China's national priorities 
away from confrontation with foreign 
enemies towards domestic reform and 
economic reconstruction. 

At the same time, however, China's 
open-door policy relies on access to ad- 
vanced Western technology and ulti- 
mately, many observers believe, on 
Washington's willingness to align itself 
with China's long-term modernisation 
objectives. The Chinese are aware that 
this broad strategy may be jeopardised 
by two developments, indicated by the 
Geneva summit. First is a perception 
that China has moved too close to Mos- 
cow and the other is superpower de- 
tente. In either case Peking's impor- 
tance to Washington as a counterweight 
to the Soviet Union would diminish, 
and with it, presumably, Washington's 
support for China's modernisation. 
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“The Chinese press greeted Geneva 


with what can at best be considered po- 


lite applause," a Western diplomat | 


commented. "The Chinese seem wor- 
ried over what the summit may mean for 
their own position in the triangular re- 
lationship" with the US and Moscow. 

Peking's keen interest in reports that 
Gorbachov had shown new flexibility 
over Afghanistan was read by some ob- 
servers as betraying China's underlying 
anxiety that superpower relations may 
move far more quickly than anyone had 
anticipated only six months earlier. US 
Assistant Secretary of State for East 
Asia Paul Wolfowitz — who visited Pe- 
king in late November — told the 
Chinese leadership of Gorbachov's for- 
mulation for an Afghanistan solution 
which some US officials considered tan- 
tamount to a breakthrough in the six- 
vear deadlock. 

"The Chinese cautioned against mis- 
taking a change of atmosphere for sub- 
stance," a Western source said. “Wol- 
fowitz was told that any shift on Af- 
ghanistan would amount to abandoning 
a puppet regime and admission of de- 
feat.^ To some observers China's 
hard line on Afghanistan disclosed a 
realisation of the deep stake China has 
in a certain measure of superpower ten- 
sion, “The Chinese know that Afghanis- 

‘fan is far more important than Cam- 
‘bodia to public opinion in both Europe 
and America and that a solution to that 
problem is the quickest way to cut the 

round from under Washington's anti- 

oviet lobby, and with it the coalition of 
interests backing the China policy," an 
East European diplomat commented. 


he Geneva summit places Chinese | 
diplomacy in a bind. Peking feels an | 


urgency to deepen its consultations with 
both superpowers to assess how far and 
fast their relations are likely to move. 
This accounts, at least in part, for the re- 
cent trend towards political dialogue 
with Moscow. 

But Peking is now expected to take 
even greater care to avoid projecting in- 
tensified contacts with Moscow as a step 
towards accommodation with Soviet 
power. "China will probably now recite 
its mantra on the three obstacles with all 
the more devotion," an Asian diplomat 
commented, “if only to reassure Wash- 
ington that its adversarial relation with 
the Soviets continues and that China — 
in its heart — remains on the West's 
side." It is to underline such devotion, 
some observers believe, that China 
chose to stage its now routine demons- 
tration of solidarity with the anti-Viet- 
namese struggle in Cambodia by invit- 
ing the three Democratic Kampuchea 
coalition leaders to Peking while 
Kapitsa was still in the Chinese capital. 
The same logic is expected to make Pe- 
king even less reluctant to respond to 
Vietnam's overtures, while increasing 
Hanoi's concern that Sino-Soviet recon- 
ciliation may increase its isolation. D 
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Students avoid trouble and do not hold demonstrations 


By Mary Lee in Peking "x 
A stern warning from the authorities against unauthorised student demon- — — 
strations, plus tight security at universities, won the day for the govern- — 
ment on 9 December when the 50th anniversary of the “patriotic students — 
movement" passed off without incident. | 
Security measures included guards posted at the gates of one college in — 
Xian for the first time, but the Saly gathering in Tiananmen Square was thatof — — 
4,000 school children pledging their loyalty to the Communist Youth League 
and the party. ; 








Observers believe the day had in fact been won in late September when s "i 


dents were summoned to a lecture by politburo members Li Peng and Hu Qili - , 
on the need for discipline, and were reportedly warned that any future dem- _ 
onstrations and wall posters would be investigated and those found IN 
ble would be veh s counter-revolutionaries. d 
Faced with the possibility of expulsion from university or worse, it was 
hardly surprising student activists — none of whom has yet been identified — 
called off the demonstrations, The anniversary marks anti-Japanese protests 
in 1935 by Peking students. 
That demonstrations had been planned as far back as September is notin 
question. Students in Xian — where an anti-Japanese-cum-anti-reform ting '* 
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test was held on 1 October — told reporters that they had liaised with | 

university students to hold demonstrations on 9 December. They led — 

med) nc) o o " 

sure from the C» 

ties," they said. "m 

The pressure, how- 
ever, was nof one- 
sided. The 18 September 
demonstrations in Pe- 





and students on cam- 
puses (REVIEW, 5 Dec.) 
where “problems” were 
discussed. The subjects 
discussed were alleged 
exaggerations of rural — | 
p ity, China'sclose — 

ip with Japan, — 
price reforms and infla- —— 
tion and corruption — 
Li; Hu: students lectured. noci | within the communist — 
.aswellasthecon- —— 
tinuation Lo t arem study sessions — which many students would like serap- 
ped. The students — for the moment atleast — appear to have been pacified. — — | 

In what can be seen as a minor concession, the 9 December edition of Pe- 
king Review acknowledged that some had questioned the wisdom of 
the current price reforms, The publication said that profiteering and inflation 
had accompanied the price reforms, and commented: *These problems have 
stirred much discontent — and a fair amount of scepticism consumers 
about the wisdom of price reform. On the whole, however, the public seems to 
favour the changes." 3 

Diplomats say that the decision in November not to introduce any more 
price reforms next year was due less to the stated desire “to avoid upsetting the 
relative calm in the market,” but rather a recognition that the students’ pro- 
tests about price reforms was the tip of an iceberg. A lot of public sentiment in 
the cities, they said, was behind the students. 

Older Chinese who have experienced the destabilising effects of past politi- 
cal campaigns have commended the party leadership for its quick reaction to 
the students’ complaints. **They stressed the need for stability in order to | 
out the reforms," said one veteran actor, who had suffered during the wal 
Revolution. “The leaders have not been able to change their lecturing style or- 
to stop giving stock answers, but at least they were prepared to let the s e Gi 
air their grievances." 
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By Suhaini Aznam in Kuala Lumpur 


ictory was bitter-sweet for the new 
Malaysian Chinese Association 

(MCA) president Tan Koon Swan, who 
_ after a 21-month power struggle, swept 
| into office on a 77% popularity wave on 
| 24 November. Now, just weeks later, 
| the political priority of patching up the 
| strife-torn party has taken second place 
| for the self-made tycoon who has found 
| himself in the centre of a financial crisis. 
| For him, the two weeks of trying to 
a salvage Pan-Electric Industries, a 
| Singapore registered company in which 
| he holds 22.3% interest through 
—] another V coo a concern, Sigma In- 

| ternational, which in turn is controlled 
{| by Tan's main holding company Grand 
— United Holdings, “has seemed longer 
| than the 20-month MCA crisis.” 
| . The feared collapse of Pan-Electric 
| led to the closure of the Kuala Lumpur 
| and Singapore stock exchanges for 
| three days from 2 December. By the 
a time trading resumed on 5 December, 

| Tan was assured of financial backing by 
| Bank Negara (the central bank) but, fi- 
| nancial observers note that no political 
| significance should be attached to this 
| (page 88). The backing was extended 
— to Tan, the corporate figure at the 
centre of a Malaysian financial crisis, 
|. not to Tan the new MCA chief. 

— Caught by the turn of events, it has 
| been left to Tan'stwo lieutenants, MCA 
| secretary-general Datuk Lee Kim Sai, a 
| deputy minister in the Prime Minister's 
| Department and deputy president 
| Datuk Ling Liong Sik, deputy educa- 
— tion minister, to initiate an acceptable 
| compromise among the three rival party 
| factions. Tan is aware of their moves 

and announces all appointments; but 
| the pending belongs to Lee and Ling. 
à With a general election widely ex- 
pected in early 1986, compromise is 
| deemed a necessity. In this, Tan’s fac- 
| tion risks losing the — of some of 
| itsown supporters who threw in their lot 
| with Tan in a “winner-take-all” cam- 
| paign. Anticipating grassroots unhappi- 
| ness with the compromise, Tan has re- 
| peatedly appealed to them to under- 
| stand the need for unity. 

| | Of the seven consolation prizes 
available — all appointed positions on 
. the policymaking party central commit- 
. tee — three have been offered to van- 
quished acting president Datuk Neo 
Yee Pan and two of his loyalists and 
another three to the head of the third 
faction, Labour Minister Datuk Mak 
Hon Kam, and two of his men. The 

| seventh appointment was bestowed on 
—] one of Tan's own supporters to keep the 
balance. 
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.| Having won the MCA battle, Tan faces a new unity crisis 


The effectiveness of these consola- 
tion prizes in bringing the embittered 
factions back to the fold remains uncer- 
tain. Mak, said Tan insiders, had actual- 
ly held out for more — five of the seven 
appointed posts and the Perak MCA 
chairman's post. The single non-bar- 
gainable point made clear to Mak was 
that deputy Finance Minister Datuk 
Tan Tiong Hong was totally unnaccept- 
able to the Tan Koon Swan faction. Tan 
Tiong Hong is credited with having 
grand ambitions — with his sights even- 
tually set on the party presidency. "We 
cannot consolidate our position with 
Tan Tiong Hong inside,” confessed an 
MCA state leader. 

After a two-hour discussion with 
Lee, Mak accepted and was later also 





appointed treasurer-general. However, 
the party has still not heard from Neo, 
who went abroad immediately after his 
defeat. It is obvious that the real power 
wielders are Tan, Lee and Ling, who 
form the MCA’s representatives to the 
ruling National Front coalition. Yet 
Mak, rather than Tan, appeared to be 
the National Front's preferred choice 
four months ago. 


Qeon politicians have noted, 
and a few Tan loyalists admitted, 
that top leaders of the dominant United 
Malays National Organisation (Umno) 
scemed angry with Tan. The root cause 
goes back to the crucial manoeuvres 
leading to the birth of the third faction 
Mak's group — on 17 August, when 
Neo was stripped of his housing and 
local government portfolio. 

In the apparently Umno-endorsed 
scenario, Mak was supposed to have 
brought the MCA crisis to a swift end by 
calling together an emergency meeting 
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the acting president in his. 
stead. From here on the versions di- 
verge. Tan, — to non-Tan 
sources, agreed to this plan, and appa- 
rently sent two observers to the negotia- 
tions before the emergency meeting. 

Tan’s insiders, on the other hand, 
deny having been. party to such 
schemes. The nine on their team had 
been approached individually to attend 
the meeting and had been told to keep 
the plans from party whips Lee and 
Ling. Tan was abroad at the time. But at 
least one of the nine did inform either 
Lee or Ling. who promptly forbade 
their attendance. though Deputy Trade 
and Industry Minister Datuk Oo Gin 
Sun and Deputy Information Minister 
Datuk Chan Siang Sun were apparently 
prepared to attend. 

us at the meeting itself the next 

day, Tan failed to deliver his team of 
nine central committee members and 
Mak was left without the two-thirds at- 
tendance he needed to declare the 
meeting valid. Too late to back out, 
Mak went ahead, but his claim 
was unconvincing. Neo re- 
mained and the National Front 
supreme council meeting on 17 
August was presented with the 
peculiar situation of two claim- 
ants to the MCA throne. 

Although the Tan faction 
admits that its leaders had indi- 
cated to Umno their willingness 
if Neo could be persuaded to 
resign — to support Mak as pro- 
tem acting president for the 
purpose of conducting elec- 
tions, they had not agreed to 
validating him as party leader. 
Whichever version is to be be- 
lieved, the National Front 
blames Tan for spoiling its 
plans, an observer said. In Na- 
tional Front eyes at least, Tan 
is seen as having reneged on his prom- 
ise 













Ironically, the Tan faction's hard- 
won victory carries with it the shortest 
term of office in MCA history. The vic- 
tors will hold office for less than two 
years, since party elections are due 
again in 1987. Tan s political future now 
appears to depend on the outcome — fi- 
nancial and legal — of his handling of 
the Pan-Electric crisis. 

His political team-mates have admit- 
ted to some concern for their financial 
Strength in the general election cam- 
paign, which they hope will endorse 
their mandate in undeniable terms. But 
Tan's preoccupation with his business 
affairs will have little effect on the 
team’s performance, his friends claim. 

Credibility will be Tan's most vulner- 
able point. He was a businessman first 
and a politician only more-recently. His 
reputation as a leader actually hinges on 
his ability to extricate himself from his 
present financial predicament. o 
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Shrine of Shah Rukn-e-Alam, Multan— 11th century A.D. 








On Pakistan International, you'll find that 
behind the environment of peace and tranquillity 
is a culture influenced by the sage and scholarly. 
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Were not doing the baking, but we are 
helping to keep the data fresh. 





Thousands of cakes, buns, sweet rolls and loaves 
of fresh bread roll out of Hong Kong’s Garden Bakery 
every morning. And each of them has a destination, 

a price, and a time of delivery. 

That’s why Garden Bakery came to IBM for help. 
An IBM professional worked with the management to 
develop a complete 
B computing solution. 
An IBM System/36 
installed at the com- 
panys headquarters 
does the invoicing, 
the bookkeeping, 
and tracks the inven- 
tory. A remote query 
terminal right at 
the bakery site helps 
make sure the data is as fresh as the bread. 

IBM is helping businesses of all sizes in 
countries all over the Asia Pacific area. We have all the 
right ingredients: the hardware, the software and the 
specialised experience to help you get your business 
running more efficiently. 











^W amond Shamrock is oil and gas, chemicals and coal. It is a multi- 
billion-dollar Dallas-based corporation with projects in a dozen nations 
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. But our commitment to the Asia Pacific wasn't born yesterday. We have 
been growing in partnership with you since 1962. 


Today, among other things, our /ndonesian oil is a major energy source 
for your utilities and your industry. Our billion tons of Alaskan coal is 
being readied for your boilers and furnaces. Our chemicals are helping 
your textile and electronics industries grow and prosper. Fully a third of 
this Fortune 500 company’s assets are in the Asia Pacific. 

Diamond Shamrock’s partnership with Asia has been a rewarding one 
for both sides. We are actively seeking new ways to make it even more 
rewarding. For you as well as for us. Please write for our new booklet, 
“Helping Asia Grow.” 
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The Dutch have a worldwide reputation. For being goed, astute businessmen. 
We're proud of this. But we also know that it’s just not enough. Not in the world of 
international banking which grows daily more complex and sophisticated. 

Today, AMRO has an international banking capability precisely 
tuned to institutional, commercial and corporate needs. Indeed, we 
are built around them. 

Why not get in touch and test our competitive edge. We've got 
all of the Dutch business virtues as well. 
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DIPLOMACY 


A crisis of identity 


London is urged to grant concessions on proposed passports 


By Emily Lau in Hongkong 
ongkong legislators have urged 
London to give Hongkong's British 
dependent territory citizens (BDTCs) 
the right of entry into Britain with pro- 
posed British National (Overseas) 
(BNO) passports, to be issued in 1987. 
Speaking at a Legislative Council 
(Legco) debate on BNO status, unoffi- 
cial (non civil-servant) Legco members 
also called on the British Government 
to give Hongkong's approximately 
6.000 non-Chinese (mostly Indian) 
BDTCs the right of abode in Britain, or 
in another British dependent territory, 
after Hongkong reverts to Chinese 
sovereignty on | July 1997. Hongkong's 
ethnic Chinese will automatically be- 


come Chinese nationals in 1997, but the 2 


post-1997 national status of the terri- 
 tory's non-Chinese BDTCs is less cer- 
tain. 

Under a British memorandum at- 
tached to the Sino-British joint declara- 
tion on Hongkong's future, all Hong- 
kong BDTCs will lose their dependent 
territory citizen status in 1997. Instead 
they will retain a British-linked status 
which would not pive them any right of 
abode in Britain but would allow them 
to continue to use some kind of British 
passport. 

In October, a white paper on the 
draft Hongkong (British Nationality) 
order proposing to create the BNO 
status was published for public discus- 
sion. The British Parliament will debate 
the white paper at a later date. Unoffi- 
cial Legco member Martin Lee QC said 
in order to meet its obligations under 
the joint declaration, Britain had 
adopted a formula of “one country, six 
citizenships.” He rejected the package 
as not good enough. “Let the British 
Government improve on it before ask- 
ing the people of Hongkong to accept 
it,” he said. 

During an hour-long Legco debate 
on 4 December, Lee and other unoffi- 
cials urged Britain to take the lead in 
making the proposed BNO passport in- 
ternationally acceptable by including in 
it an endorsement giving automatic per- 
mission to land in Britain. At present, 
Hongkong BDTCs travelling to Britain 
are encouraged to apply for a certificate 
of entry in order to avoid inconvenience 
with British immigration authorities. 
“Britain is rapidly losing the battle for 
the minds and hearts of the Hongkong 
people: it is not too late even now for 
some measure of goodwill to be re- 
gained,” said John Swaine QC, who 
abstained from endorsing the joint dec- 
laration last year. 

The plight of the territory’s ethnic 





minorities, for whom there are no provi- 
sions in the joint declaration, was raised 
repeatedly. There is the fear that their 
descendants may become stateless be- 
cause BNO status is not transmissible by 
descent. Unofficials accused Britain of 
turning its back and washing its hands of 
them. Lee quoted from a pamphlet by 
the British Joint Council for the Welfare 


of Immigrants which said the British na- 
tionality law was morally indefensible 
and has left many Chinese BDTCs in 
Hongkong feeling they have been sold 
out. It went on to say it would be doubly 
unjust if their situation were to be used 
as an excuse for failing to act to relieve 
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Lee: one country, six citizenships. 


the plight of an even more disadvan- 
taged group. 


a ee Cheong, another unofficial, 
deplored the erosion of the rights of 
British subjects in Hongkong over the past 
20-odd years by successive British im- 
migration and nationality laws. He 
failed to take the Hongkong Govern- 
ment to task for inaction over the 1962 
and 197] British immigration acts, 
under which Hongkong British subjects 
lost their right of abode in Britain. But 
he aimed a thinly veiled accusation at 
former Hongkong governor Sir Murray 
MacLehose, who blocked unofficials 
from lobbying the House of Lords on 
the 1981 Nationality Act, which creat- 
e three categories of British citizen- 
ship. 

The unofficials failed to act in 1981, 
said Cheong — a MacLehose appointee 
to Legco who was indirectly elected to 
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the legislative body in September repre- 
senting the Federation of Hongkong In- 
dustries — because they had relied on 
the advice of “people whom we implicit- 
ly trust . . . We were unanimous in de- 
ciding to send a delegation to London at 
our own expense to further buttress our 
lobbying efforts. Regrettably, our ef 
forts were thwarted by people who were 
supposedly our friends through their 
skilful deployment of stalling tactics.” 
Cheong did not explain why the un- 
officials had not informed the publie 


that they were suspicious of British in- ~ 
tentions at the time and that their effort — 


to lobby London had been blocked. 


Some unofficials hold full British 


citizenship or that of some other coun- 
tries. Even for those unofficials who are 
BDTCS, a special clause in the 198] Bri- 
tish Nationality Act provides for VIPs 
and local civil servants to apply for Bri- 
tish citizenship on the basis of their ser- 
vice to the Crown. It is understood this 
group includes the unofficials. 

To allay fears that the proposed 
BNO passport might not be accepted by 
the international community because it 
would not grant the holder the right of 
abode in Hongkong — the Chinese 
Government regards this as an infringe- 
ment on its sovereignty — London and 
Peking have agreed to allow an endorse- 
ment in the passport to read: "The hold- 
er of this passport has Hongkong per- 
manent identity card No. ‘XYZ’ which 
states that the holder has the right of 
abode in Hongkong. " 

To avoid confusion, to minimise un- 
necessary concern of foreign immigra- 
tion authorities and to facilitate the case 
of travel for Hongkong residents, unof- 
ficial Selina Chow called on Britain and 
China to agree to put a certificate of 
right of abode in Hongkong in the BNO 
Vy e before and after 1997. 

he plight of people in Hongkong 
who do not have British dependent ter- 
ritory citizen status and hold only cer- 
tificates of identity (CIs) was raised by 
Hui Yin-fat, himself a CI holder. At 
present there are 960,000 CI holders, 
most of whom were born in China. The 
Cl is a travel document which does not 


give its holder's nationality. Hongkong 


Attorney-General Michael Thomas es- 
timated that more than 1.7 million 
people in the territory are eligible for 
Cis. 

Hui warned that problems of nation- 
ality could arise for CI holders who did 
not want to become Chinese citizens 
after 1997. He urged the authorities 
concerned to negotiate “at an early date 
the status, rights and alterations to issu- 
ing procedures” during the transition 
period. The issue of Cls was raised at 
the last round of meetings of the Sino- 
British Joint Liaison Group — a dip- 
lomatic body for consultation and 
liaison on the implementation of the 
joint declaration — and will be further 
discussed at the next round in March 
1986. o 
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By Salamat Ali in Dhaka 


Mince the liquidation of the British 
Empire in India tn 1947, conflicts 
jetween the successor states have 
verted attention from the other 
rategic vulnerabilities of the Subcon- 


While political concern has centred 
wound the Indo-Pakistani friction and 
ic security threat generated by the 
Soviet invasion of Afghanistan, the 
rtheastern region of the Subconti- 
nent, a potential powder keg, where 
south Asia meets Southeast Asia. has 
rgely been ignored, 

. This region of growing vulnerability 
raddling Nepal, Bhutan, Bangladesh 
and northester n India is riven with acute 
ethnic, religious and linguistic con- 
lfadictions and economic disparities 
among the population. Inevitably, the 
"area has also been the battleground of 
.several tribal insurgencies, mainly i in the 
eastern states of India where objectives 
ange from local autonomy to outright 
separatism. 

- Compounding the security picture is 
New Delhi's tenuous hold over the east- 
ern states through a narrow 15-km cor- 
ndor wedged between Nepal in the 
north and Bangladesh in the south. The 
"astern states are also part of the territo- 
rial dispute between India and China 
hich claims large tr — of land north of 
the Brahmaputra river. Further south 






















An ill wind in the East 


1e explosive mix of tribal and border tension 





and east, the region borders on Burma 
—a jungle t terrain which is almost à no- 
man's-land out of Rangoon's control — 
and a haven for insurgents who show 
scant respect for the few-decades-old 
national boundaries. 

Common to all these tribal and other 
divisive forces is the fact that these run 
across the political geography of the re- 
gion making it difficult for any single 
government to come to grips with the 
situation. The prob- 
lems of ethnic Nepalis: 
is a case in point. The 
interests of the tribes- 
people in northern Ne- 
pal conflict. with the 
plainsmen of the south 
of that country. Nepali 
speakers in the Indian 
state of Uttar Pradesh 
have been agitating for 
their language to be 
listed as one of India's 
official languages and 
have even called for a 
Nepali state within the 
Indian Union, a de- 
mand that has sent 
shivers down the 
spines of the ruling 
elite in Nepal itself, as 
well as in India, in view 
of a similar ethnic and 






In Bhutan, ethnic Nepalis constitute 
about half of the population and: are 
concentrated in the southern part of 
that kingdom where levers of power are 
in the hands of the minority Bhutanese. 
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region is rife with tribal in- 
Surgency, uncontrolled migra- 
tion of land-hungry people, 

and disputes among nations 
for sharing economic re- 
sources. These four articles 
set the situation in its explo- 

Bad strategic context. 
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| 
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| The Subcontinent's northeast 
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Ethnic Nepalis who also dominate Sik- 
kim were largely responsible for the 
overthrow of the Chogyal, or the 
hereditary ruler of Sikkim, in the early 
1970s before it was incorporated into 
India. Although Bhutan is slowly evolv- 
ing towards a semblance of representa- 
tive government, it would require great 
political acumen on the part of the 
Bhutanese rulers to contain the aspira- 
tions of the ethnic Nepalis. The tribal 
roblem in Bangladesh is largely con- 
ined to the remote area of the Chit- 
tagong Hill Tracts and has been con- 
tained by Dhaka by a combination of 
appeasement and the use of excessive 
force. 
The disaffection of the tribes with 
the kingdoms of the mainland Subconti- 
nent has been an historical development 
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às successive rulers expanded their do- 
mains, pushing the tribes further into 
the hills and jungles to make way for 
settling their growing populations. The 
legacy of tribal insurgency dates back to 
British colonial rule. 
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o consolidate the British Empire in 

India, Lord Curzon, then viceroy, 
laid down a three-tier frontier in the 
early part of this century. The first 
frontier extended to the areas under 
British or Indian princely control. The 
second frontier included the tribal re- 
gions straddling the Himalayan range 
from Afghanistan in the west to India’s 
borders with China and Burma in the 
Cast. 

In this region the British. military 
maintained a loose control leaving the 
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tribes to implement their own laws and | 


customs. The third frontier was the no- 
man's-land where the British Empire 
bordered on thé Russian and Chinese 
empires 

The emergence of independent India 
and Pakistan in 1947 exposed the tribes 
to new socio-economic pressures from 
which the British had protected them 
tor so long. The burgeoning popula 
tion of the Ganga river basin. which 
had been steadily moving into the 
neighbouring hills even during British 
limes, quickened the pace of encroach- 
ment, 

As a result of the 1947 partition and 
the later emergence of Bangladesh in 
1971, large-scale movements of people 
took place along religious lines from the 
densely populated Bengal region to the 
neighbouring states. 

These migrations, which had con- 
tinued on a smaller scale until recent 
years, have produced a crazy mosaic. In 
the Indian state of Tripura, east of 
Bangladesh, the original tribal in- 
habitants have been reduced to a minor- 
ity of 29%. In Assam today, the native 
Assamese barely form a third of the 
state. 

The five other eastern Indian states 
have also been alarmed by the push of 
the Bengalis into their areas. The popu- 
lation pressure in the Ganga basin from 
the neighbouring Uttar Pradesh and 
Bihar states is such that more migration 
from those areas to hills and jungles is 
deemed inevitable in the coming de 
cades. 

In addition to containing the pres- 
sures of ethnic mixtures caused by such 
migration, New Delhi has to augment 
the water and power resources of the 
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ple and use up valuable and scarce fertile land, it also could needs the desh route, because with a growing popula- 

create problems. Thirdly, Bangladesh does not tion, demand has also been increasing. ^ 
want India to control the dry-season flows of both the Ganga Following the change of government in B in d 
and Br utra, which it feels would put it at India's 1975, subsequent deterioration of relations with and | 
mercy. The of the new memorandum of understand- Indian intransigence over the sharing of Ganga water have | 
ing a to have brought the two countries back to square made Dhaka more conscious of the importance of the ^q 

one. Both find each other's rival proposal unacceptable. facilities to India. Dhaka seems to have stalled the reopen- · 

Ed ing of the railway link for three reasons. First, reo MI 

A nother issue of significance to India is the right to trans- would be presented by the powerful anti-Indian lobby _ 

port Indian g from West Bengal to Tri; across within the government and outside as a sell-out. oap 

esh by train. While river communication to Assam others e that once the right is granted to iai 


Bangladesh can never withdraw it even if India seals off the — 
entire dry-season flow of the ha c Should Dhaka try tore- · 
taliate by choking off the rail traffic, it m risk invasion, — — 


Reb Beocledesi was testorei Eaa ERR esh be- 
came independent and has been operating t any 
problem, the rail routes remain closed to India. The river 





routes carry about 150,000 tonnes of Indian goods annually And thirdly, g the traffic would deprive — 
over waterways maintained by Bangladesh which chargesa Dhaka of the only leverage it has to squeeze any concession a 
fee for the facility. out of India on river-sharing. A this leverage has 

India needs the railway facility badly to su theseven not proved strong enough so far to force India to concede, it — 
northeastern Indian states. The route across Ba eshre- — is nevertheless seen as an advantage that cannot be thrown — : 
duces the distance by 700 km. B desh has never offi- away lightly. : 
cially refused to allow India this facility but since the 1965 Implementation of the land boundary agreement isa re- 
Indo-Pakistan war, when Bangladesh was part of Pakistan, 


latively small issue, because all that India has to doistohand — 
over a small strip of land known as the T 1 


| 


Indian railway traffic has been “suspended.” India has had 


to develop, at a considerable cost, alternative routes. The — no bigger than a soccer field, to link two B en- RS 
Indian broad-gauge railway line now extends up to Gauhati claves with the rest of the country. New Delhi has alwaysag- | 
in Assam — the largest consuming centre in that area, and reed to do so but, as with the other disputes, has stopped 


railway traffic has improved considerably. But India still short of actually doing it. 
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rivers of the region — some of which 
flow through Nepal, India and 
Bangladesh — to meet the needs of the 
owing population. Sharing of the 
anga waters has been a nagging prob- 
lem for decades between India and 
Pakistan, and later Bangladesh. 

As with many other international 
problems, in addition to its economic 
aspects, the issue has taken on political 
and security dimensions. A joint deve- 
lopment and proportionate sharing of 
the resources by the three countries — 
India, Nepal and Bangladesh — would 
be the ideal solution. But national in- 
terests are such that each country wants 
to gain more and give in less, while 
maintaining an economic or security 
leverage over the others. 

Land-locked Nepal would like to use 
the issue to gain easier access to the Bay 
of Bengal. New Delhi, whose link with 
its eastern frontiers is tenuously main- 
tained by a narrow corridor between 
Bangladesh and Nepal, wants an alter- 
native route running through Bangla- 
desh, which in turn is exploiting the 
Situation by joining hands with 
Kathmandu for a more favourable solu- 
tion. 


5 has proposed a tripartite ven- 
ture to dam up Ganga tributaries in 
Nepal to produce power and supply 
water throughout the year. On its part 
Nepal also wants a 19-mile navigable 
canal across India to link its rivers to 
those in Bangladesh which would give 
Kathmandu a direct outlet to the sea. 
India has countered with its own propo- 
sal to link the Brahmaputra river in the 
eastern states through Bangladesh to 
the Ganga. 

An overpupulated Bangladesh 
would be loath to give up land for a 
Waterway connecting the two parts of 
India. Access to international water- 
Ways, once given, would be hard to cut 
off — short of open hostilities — both 
India and Bangladesh fear. 

On its part, India prefers to deal with 
its neighbours bilaterally in order to 
Maintain its leverage rather than allow- 
ing the two to gang up against it in a mul- 
tilateral situation. That the Indian tribal 
insurgents have from time to time 
sought sanctuaries in China, 
Bangladesh and Burma adds to New 
Delhi's security concerns and influences 
its line on the water resources problem 
with Dhaka. As India is the only natural 
and likely customer for Nepal's 23,000- 
MW hydroelectric potential, Kath- 
mandu cannot make any moves on 
its development without New Delhi's 
cooperation. Even the 
lending agencies would want an agree- 
ment among the three countries before 
financial commitments are made. India 
will also have to weigh its security con- 
siderations relating to China and the 
insurgencies against the benefits of 
a jointly shared water resources pro- 
ject. ü 
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Thirsting for power 


Nepal’s resources remain untapped 


By Kadar Man Singh in Kathmandu 
Fo 30 years, under a planned econ- 
omy, Nepal has looked to the deve- 


| lopment of its vast hydroelectric poten- 


tial as a means of transforming itself into 
a modern state, But this vision remains 
largely unrealised, with officials here 
blaming technical and financial con- 
straints. Equally to blame, perhaps, has 
been India’s unwillingness to consider 
any multilateral solution to the region’s 
water and power problems, which could 
be eased through the joint development 
of Nepal's water resources. 

The Himalayas exert a great influ- 
ence on both the meteorological condi- 
tions and the physical geography of 
much of South Asia. Because of their 
elevation and location in the path of the 
annual monsoon rains, the mountains 
cause precipitation of cloud moisture, 
creating vast snowfields and glaciers 
from which such major Subcontin- 
ent rivers as the Karnali, Mahakali, 
Kosi, Gandhaki and Meichi find their 
origins. 

There are more than 6,000 major 
streams and rivers in Nepal, totalling 
more than 45,000 km in length. They 
carry 200 billion m3 of water each year, 
which would translate into 1.36 m of 
water over Nepal's entire surface area 
of 147,181 km?. Flowing from Nepal's 
borders, these waterways contribute 
70% of the dry-season flow of the 
Ganga river, which flows through India 


, and Bangladesh, and makes up 45% of 


its average annual flow. Distribution of 
the river's dry-season flow has been à 
divisive issue for India and Bangladesh 
for decades. 

Apart from these surface water re- 
sources, Nepal has huge reserves of 
ground water in the lowland tropical re- 
gion of Terai, which adjoins India's 
Bihar and Uttar Pradesh states. Of late, 
India has built several dams and em- 
bankments along the 650-mile-long bor- 
der between the two states’ and Nepal, 
from the Mahakali river in the west to 
the Meichi river in the east. The back- 
up of water from these works brings 
flooding to thousands of Nepalese vil- 
lages each year, destroying many crops 
in the Terai region. Nepal fears that 
India has in hand a plan to store all wat- 
ers flowing down from Nepal to aug- 
ment the lean-scason flow of the Ganga 
and other rivers — a move which would 
aggravate upstream problems for 
Nepal. 

Nepalese planners believe that the 
development of water resources is the 
key to boosting the country's food and 
energy supplies, improving internal 
transport and realising Nepal's dreams 
of industrialising. With the highest 
population growth rate in South Asia 





and an annual influx of some 100,000 
migrants from India and other coun- 
tries, Nepal's food and fuel situation is 
rapidly deteriorating. 

Nepal's fast-disappearing forests con- 
tinue to supply the bulk of the coun- 
try's energy requirements, with the pre- 
dominantly rural population relying en- 
tirely on wood for fuel. Deforestation is 
causing serious soil erosion, resulting in 
declining agricultural productivity in 
the uplands, and silting and flooding 
downstream. 

Many Nepalese officials complain 
that joint-development projects of 
Nepal's water resources with India have 
proved yv ardens da the past. Some 
say that India took Nepal for a ride in 
the agreements signed in the 1950s per- 
taining to the Kosi and Gandak irriga- 





tion and power projects. The dams, 
built by India, were so designed as to en- 
sure that India got all the dry-season 
flow when Nepal also needed water 
from the rivers. This early experience 


explains in part why bilateral negotia- 
tions with India over possible future 
projects are proceeding at a snail's 
pace. 


Du huge water resources, over 
85% of Nepal's cultivable land is 
totally dependent upon rains. Also, 
against the country’s estimated hydro- 
power potential of 83,000 MW, it is 
—— ony 129.3 MW now. Nepal's 

linister for Water Resources, Pashu- 
pati Shumsher Rana, told the REVIEW 
that of the 83,000 MW potential, 27,000 
MW is economically viable right now 
given the cost of electricity at about 2-3 

S cents per kWh. He argued that har- 
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“nessing Nepal’s water resources would | 


not only help the country itself but 

T be of tremendous benefit to the 

— SN especially India 
Bangladesh 

Nepal has been pushing for the ac- 
ceptance of a proposal to create a com- 
mittee of the South Asian states to study 
the feasibility of joint development of 
water resources. King Birendra de- 
clared in 1977: “If water constitutes one 
of the potent sources for Nepal's econo- 
mic growth, we do not intend to look at 
it from the standpoint of national in- 
terest alone, as it is our conviction that if 
coorperation can be called for especially 
among South Asian countries like 
Nepal, Bhutan, Bangladesh and other 
regional countries, vast resources can 
be tapped for the benefit of man in this 
region. 

India, however, has stuck to its strict 
bilateralism in the negotiations for 
the Karnali and Pancheswore projects, 
though a high official of the Nepalese 
Ministry of Water Resources conceded 
to the REVIEW that India had shown tre- 
mendous goodwill without which the 
two projects would not have reached 
their present advanced stage. 

After about five years of negotia- 
tions with India, and armed with the 
World Bank's assistance of US$11.2 
million, Nepal has commissioned a con- 
sortium of four Canadian, West Ger- 
man and US firms to complete a de- 
tailed feasibility study on the 3,600- 
4,800 MW Karnali hydropower project 
over the next 30 months. With an esti- 
mated cost of US$6 billion at current 
— the Karnali project, apart from 

elping flood control in the entire west- 
ern part of Uttar Pradesh state, will irri- 
gate 300,000 ha of land both in Nepal 
and India. 

Negotiations, however, are yet to be 
completed on sharing of cost and bene- 
fits, mode of payment for power gener- 
ated from the project and on the details 
of designing and engineering works. If 
negotiations with India and the lenders 
can be completed over the next four 
years, the project should be completed 
by the turn of the century. 

Similarly, negotiations have yet to be 
completed on the 2,000-MW and 
US$2.5 billion Pancheswore project on 
the Indo-Nepalese border under the 


outlined proposal of equal sharing of, 


costs and benefits, with a switchboard 
each in Nepal and India. A large 
number of other smaller projects are 
either in hand or under consideration, 
with multinational financial and techni- 
cal assistance. But not finding in these 
smaller projects enough to give the re- 
quired boost to national development, 
Nepal argues that regional cooperation 
in South Asia cannot be meaningful 
without member countries of the South 
Asian Association for Regional Coope- 
ration addressing themselves urgently 
to a cooperative development of the.re- 
gion's water resources. 
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Separatist Nagas and Mizos remain restive _ B 


By Mohan Ram in New Delhi | 


jose three decades India's armed forces have been ei 
insurgency operations in the remote jungles of the m 
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dubbed as disturbed areas. The generals 
v treated these as problems of maintaining. 

tribes, and political authorities have intermi 
vit ia —— — 

ut te New Delhi's carrot- 

of seven mini-states of the northeast — —— 
fied a neat solution in a strategic area. 

The ‘ligious and linguistic identities which have traditi 
ethnic, religious and identities which have tradit 
flict with the dominant iti 
colonial rule the tribal region had been treated with! rer ign ney 
independent India began ext its control to these remot 
into a headlong clash with tribal political 


than-effective Britis mca e 


p^rtyc*t. 


Naga woman and child: part of the mosaic. 


fected the tri Tarte id un — — 
ected the tri uction pattern. at onvers 
sufficient tribal economy into an urban commercial o 
bureaucratic corruption which in turn benefited a han 
the Indian contractors. After prolonged i 
round leaders, New Delhi reached an 
ssue within India's political framework. The jw 
balked at the e iners which split the pie movement and left th 
unsolved. Simi Mizo leader La also came to terms with 
1976, but faced with opposition from his followers dien pae sio ted l 
ios ier ency in Tripura is a result of land hi and religious 
The mostly u tribes of Tripura who formed of the 
state in 1931 have been reduced to a minority of 29% by 
Muslim eshis. In Manipur, the Maiti tribe follows the Hindu 
but is of M n ethnicity and has resented the interference 
Delhi. The Maiti movement is Marxist in character and has received h 
China, and has sought sanctuaries across the Burmese border. P 
Bangladesh, since the early 1970s, have aie * 
, Improved ties between India and its « 
of national borders might 
themselves will not remove 
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-ronment has 


p Emil Salim, Indonesia's Min- 
ister for Population and Environ- | 


| ment, waxed eloquent at a recent work- 


shop in Sing gapore on the virtues of 
"eco- -devlopment." In doing so he iden- 
tified the Asia Pacific region's ecologi- 
cal-environmental problems as quantity 
and quality of population, limitations 
and inequitable distribution of natural 
resources, technology and information 


| gaps, and inadequate international co- | 
i operati on. 


‘| agree with Salim's basic message 


that the environment cannot be isolated 


from development and industrialisa- 
tion. In fact, 
must be incorporated into all develop- 
ment strategies — producing eco-deve- 


| lopment — so that environmental prob- 
| lems can be prevented. What we see in 
our region instead are attempts either to | 


ignore the environment or, at best, at- 
tempts to cure the disease, pollution. 

Industries play a ‘standard-bearer’ 
role in the region's development pro- 
cess but have tended to ignore environ- 
mental issues; An analysis of this apathy 
is in order. 

In most cases, environmental impact 
assessments (EIAs) have not been 


undertaken at the planning and policy- 


making stages of enterprises. The few 
assessments that have been done in the 
Philippines, Thailand. and Malaysia, 
have not been rigorous or open enough. 
In most industrial ventures; the envi- 
been very much dis- 
counted or ignored at the conceptual 
level. In Malaysia, 
Plan commitment to EIAs still awaits 


cabinet endorsement, even as the Fifth | 


plan is being formulated. 

Most industrial sites have been 
cleared and developed with minimal 
eco-system and soil conservation; De- 
nuded and eroding sites can be seen 


-| from Bombay to Manila. During con- 
 struction, all forms of pollution, ranging | 
from pile-driving noise to worker-gen- | 
erated sewage, are tolerated. Perhaps’ 


the only reasonably controlled con- 


-struction sites can be found in Singapore 
| which applies stringent standards. | 
|. Once local industries begin operat- : 
ing, they simultaneously start spewing | 
effluent. The massive water pollution of 
 Juru River was c ai 
dustrial Estate in Malaysia": 


caused by the Pi 





state of Penang, while Jakarta Bai 
“ame the recipient of mercury alki 


tion. The Kelani River in Sri Lanka was | 
| severely polluted by a range of indus- - 
|. trial effluents. India's 
~ has recently been under threat from air: 
|| pollution. s 05 


environmental factors | 


a Third Malaysia | 


| board of the Nairobi-based En- 


famed Taj Mahal | 





An insidious US of industrialisa- 


args 


cone pale An aces MM doni 
for the Malaysian Government in 1982 


| painted a disquieting picture. Much of 
| the waste streams are uncontrolled and 


disposal has been extremely haphazard, 
especially in the absence of well-man- 
aged and safe toxic dumps. 

The environmental consequences of 
shut-down plants have vet to be address- 
ed in the region. ‘All over: t the uda 
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toxic ms — ER 
The people who are th 
for industries’ apathy in thi 
variably the poor and tho 
margins of society. They are the 
who are forced to cluster around th 
tories or along the pollute 
have no choice; their livel 
pends on it. The Bhopal tragedy shows 
that they also are the ones who receive 
the brunt of any accident, caused by 
negligence or sheer gotporäte itréspon- 
sibility. 












et these are the ver) y people : vho 


an 8 ae Yet d 
ostensibly for them! 

If devel opment for the p 
to occur, it has to be eco- -de 
Interdependency, sustaina 
solidarity and participation are its key 
aims. But. first we must cure industries 
of their edd — the environ- 





Gurmit Singh has been active 9e | 
Malaysian and regional environ- 


| mental lobbying since 1974. An en- 


. gineer by training, he has sat onthe 


vironmental Liaison Centre and is 2 
currently president of the Environ- 
mental Protection Society of "m 






















ment. This is best done by counteracting 
the causes of apathy. 

Inadequate environmental percep- 
tions within our governments, indus- 
tries and people have to be remedied. 
We must move away from purely 
monetary, consumerist and profiteering 
approaches. National planners must 
look beyond GNP and per-capita in- 
comes while industrialists must- be 
weaned away from the fixation that en- 
vironmental concern is equated to anti- 
development. 

Unsatisfactory environmental legis- 
lation and its inconsistent enforcement 
are common features of our region, with 
the possible exception of Singapore. 
Even where legislation exists, it either 
overlaps or produces gaps and inter-de- 
partmental jealousies prevent effective 
enforcement. An excess of legislation, 
as in the case of the Philippines, creates 
problems of a different order. 

Additionally, profiteering and ex- 
ploitative attitudes at ' 





the corporate and personal level hinder 
environmental considerations. Short- 
term gains from laissez faire attitudes 
often result in long-term pollution and 
environmental stress. Thus today’s pro- 
fitable ignorance of sulphur dioxide 
constraints can easily result in tomor- 
row's acid rain in a neighbouring coun- 
try. 

Management by crisis seems to be 
the prevalent approach among our re- 
gional' industries, especially when it 
comes'to dealing with environmental is- 
sues. Bhopal is one classic example, 
while Malaysia's Papan controversy 
(which turns on plans to dump radioac- 
tive byproducts near a Perak village) 
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could be another. But such manage- 
ment is not only short-sighted but costly 
and risky. It generally ends in fire-fight- 
ing-type responses which also some- 
limes try to sweep issues under the car- 
pet. 

This apathy has also been nourished 
by the general lack of public accounta- 
bility that prevails within industry and 
bureaucracy. Because there is no pres- 
sure to inform the public, environmen- 
tal data is extremely rare and environ- 
mental issues are dismissed as emo- 
tional and sensationalist. Governments 


and industries tend to look down on our | 


public’s capabilities to understand facts 
and form opinions. 

Relatively restricted mass media — 
except perhaps in India and Thailand — 
have failed to investigate environmental 
problems adequately and have kept the 
public ill-informed. Overall, our own 
experience with the Malaysian press has 
been frustrating, particularly when 
editors have chosen to censor them- 
selves on environmental stories. 

Corruption and bureaucratic inef- 

liciencies are too common and have 
lulled industries into ignoring en- 
vironmental factors. But bribes and in- 
efficient officials do not solve prob- 
lems; at best they only help buy 
time. The day of reckoning will come, 
as it did when farmers in the Javanese 
| village of Banjaran burned down 
a pollution-emitting factory owned by 
United Chemical Industries in February 
1980. 


o political party in this part of the 
world has consistently advocated 
environmental issues.  [ndustrialists 
have interpreted this as a passport to 
poue the environment. Some even bc- 
i 





| 











eve that we can do with more pollution | 


for the sake of additional jobs. But even 
the poorest of countries cannot pro- 


» claim that the lives and health of its citi- 
. zensare cheapand pollutionis welcome. 


Our industrialists, whether indigen- 
ous or multinational, can no longer ig- 


nore the environment. Despite many | 


constraints, Asians are gradually be- 
coming more critical of the develop- 
ment being thrust on them. Even the 


citizens' concern. | »oor are not willing to accept a poisoned 


oat. Certainly those countries like Ma- 


laysia that aspire to be developed are | 


openly questioning Western develop- 
ment models and the wastes and poisons 
that go along with them. 

Conducting effective EIAs is one 
way of ensuring that there is genuine 


economic investment. As far back as | 


1981 an official of the United Nations 
environmental programme asserted 
that while the economic cost of pollu- 
tion damage in developed countries 
varied between 3-5% of GNP, environ- 
mental protection costs ranged from 
l-2%. For developing countries the 
latter cost was expected to be even 
lower, at 0.5-1%. 

Looking at the polluted state of the 











Straits of Malacca and its beaches, there 
is certainly an urgency to curb land-gen- 
erated pollutants from both Malaysia 
and Indonesia as well às the ship-dis- 
charged ones. An improvement inthe 
fish catches and the availability of 
much-needed recreational beaches is 
not an impossible expectation provided 
that the pollution is stopped 

Malaysian Prime Minister Datuk 
seri Mahathir Mohamad suggested at 
the UN in 1984 that maritime nations 
and shipping firms which use the Straits 
should help keep the water clean. Thisis 
a long-standing call which was fipst 
raised at the Law of the Sea Conference 
in 1976 by Malaysia’s then attorneys 
general, Abdul Kadir Yusof. 

While some of our governments may 
still be willing to accept smoke-stack ine 
dustries that are moving out of Japan 
and the US, environmentalists and con- 
cerned citizens within Asia challenge 
such short-sighted moves. Increasingly 
literate citizens are no longer content to 
be ignored and misled by either govern- 
ments or industries 

Citizens’ environmental 
groups are on the rise from 


action 
India 


€ While some of our 
overnments may still be 
willing to accept smokestack 
industries that are moving out 
| of Japan and the US, 
environmentalists and 
concerned citizens within Asia 
challenge such short-sighted 
moves. 





through Malaysia to the Pacific islands: 
While educating and investigating, 
these groups are simultaneously expose 
ing the environmental mistakes of gov- 
ernment and industry. Together with 
other social-action groups, they are ad 
vocating different models of develope 
ment — among them eco-development 
Is prominent. 

As governments come under greater 
public pressure to improve the quality 
of life of their citizens, they will have to 
give greater weight to environmental is 
sues in planning and implementing come 
trols over industry. It would be to indus 
try's advantage to pre-empt the inevitae 
ble environmental restrictions by taking 
the environmental initiative itself, The 
lessons from the developed world 
should not be squandered 

The 3M company in the US has been 
cited as one of the most successful in 
proving that pollution prevention pays. 
Many other similar examples can be 
found. Even Malaysia's industry is be- 
ginning to prove the correctness of this 
principle, albeit after some government 
and public pressure. 

To quote Salim again: "Environment 
must be presented as part of the main- 
stream of developmental problems." fg 
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.| Two former military leaders contest a by-election in Bangkok 


. By John McBeth in Bangkok 
I? what could become the rule rather 


than the exception, two retired army 


} generals — both of whom enjoyed a 


mander Gen. 


wide following on active duty — are 


among the leading candidates in a by- 


election scheduled for 26 December in 
Bangkok. One-time 4th Army com- 
Harn Linanond and 


— Lieut-Gen. Vithoon Yasawat, former 


| 
] f 
» 


E. 


| 


| 
. 


commander of a CIA-backed Thai 
mercenary force in Laos during the Viet- 
nam War, are heading the Democrat 
and Social Action parties’ tickets in a 
poll which covers the military-domi- 
nated district of Dusit and six other mid- 
city areas. 

Unlike previous by-elections, this 
one will return two new members to the 
Thai Parliament's lower house of repre- 


| sentatives — replacements for Demo- 
| crat MP Rear-Adm. Sanong Nisalak, 


ih 


| 
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who died recently, and Charut Charup- 
rakorn, who has become the latest 
politician to resign from Communica- 
tions Minister Samak Sundaravej’s 


- strife-torn Prachakorn Thai Party. 


After losing out to independent can- 


- didate Maj.-Gen. Chamlong Srimuang 
in the 14 November Bangkok guber- 


natorial election, the Democrats will be 
anxious to get back to party politicking 
where they have scored a run of success- 


- es over the past year. 


Their most recent victory was on 19 
October when Pichit Rattakul, the son 
of party leader and Deputy Prime 
Minister Pichai Rattakul, won by a 
landslide in a by-election called follow- 
ing the suicide of Science and Technol- 
ogy Minister Damrong Lathapipat. It 
was the Democrats’ third election win in 
Bangkok this year and was yet another 
indication that Thailand's oldest politi- 
cal party is on the comeback trail after 
suffering a heavy defeat in the capital at 
the hands of the Prachakorn Thai Party 
in the 1979 general election. 

Many of the Democrats’ earlier 
problems stemmed from conflicts be- 
tween MPs from the south and north- 
east, largely over the apportioning of 
cabinet posts, but under Pichai's leader- 
ship those differences have now been 
smoothed over. As Pichai told the 
REVIEW: “They seem to understand 
each other much better now." 

Harn, recently elected as a deputy 
leader of the Democrats, had initially 
set his sights on winning a seat in the 
scheduled 1987 general election but the 

l| in Constituency One, with its 

10,000 eligible voters, clearly proved 
too good an opportunity for the feisty 
campaigner to miss. Standing with him 
on the same ticket will be Kanin Boon- 






suwan, a former MP from Chon Buri on 
the southeast coast who quit Social Ac- 
tion nearly three years ago to join the 
Democrats after approaches by both 
Pichai and Damrong. 

Vithoon and his running mate, en- 
gineer Rachot Kanchanavanich, repre- 
sent Social Action's first testing of the 
eere ped olitical waters in 

angkok since 1983. The party, whose 
main support lies in the provinces, orig- 
inally tried to enlist former deputy army 
commander Gen. Tienchai Sirisamphan 


Harn: high profile. 





to run with secretary-general Pong 
Sarasin, apparently hoping to make po- 
litical capital out of his role in putting 
down the 9 September coup. But the 
general declined. 


paaa omn Thai has also ap- 
proached several military figures, 
among them: former Ist Army Region 
commander Lieut-Gen. Pat Urailert; 
newly retired assistant army command- 
er Gen. Mana Ratanakoset, and serving 
5 Command officer Maj.-Gen. 
Utharn Sanitwongse na Ayutthaya, a 
prominent rightwing spokesman who 
could only have accepted if he had left 
the service. In the end, however, Samak 
was forced to pick two civilians, one- 
time education minister Pinyo Sathorn 
and hospital technician Dr  Yuth 
Photaramik. 

Most political observers now believe 
it will come down to a straight contest 
between the Democrats and Social Ac- 
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in years — something that may tell 
against him in comparison with the high 
profile maintained by Harn. A former 
associate of Thailand's last acknow- 
ledged strongman, the late Gen. Kris 
Sivara, Vithoon developed a consider- 
able following in the army as command- 
er of Headquarters 333, the secret nerve 
centre which directed thousands of Thai 
volunteer troops battling Pathet Lao 
and Vietnamese forces in Laos. 

It was Vithoon, according to many 
researchers, who encouraged Kris to 
withdraw his support for military lead- 
ers Thanom Kittikachorn and Prapas 
Charusathien during the bloody Oc- 
tober 1973 student uprising — a 
move which isolated them and brought 
about the collapse of their government. 
Later Vithoon was appointed assistant 
police director-general, becoming 
popular among students and, particu- 
larly, the Thai press for his tolerant at- 
titude. 

But Kris' death in mid-1976 and Vit- 
hoon's reputation as a dangerous man 
because of the support he could draw 
from his Laos veterans effectively put 
paid to his career. In the wake of the 
military takeover in October 1976, 
which ended three turbulent years of 
democratic rule, the then deputy army 
chief of staff was banished to Japan for 
allegedly plotting a counter-coup. Al- 
though he was permitted to return a 
year later, his final years in the service 
were spent filling an inactive post in the 
Supreme Command. 

There seems little doubt that the 
military, or at least key figures in the 
leadership, will throw its support be- 
hind Social Action now that it ap- 
pears to have abandoned Prachakorn 
Thai. 

But unlike the gubernatorial elec- 
tion, when Chamlong's independent 
status enabled army radio stations to at- 
tack political parties in general and par- 
ticularly the Democrats by inference, 
the 26 December election is purely a 
party contest with the presence of two 
retired generals complicating the pic- 
ture. 

At this point, Harn would appear to 
have the inside track if only because of 
his high profile and the unprecedented 
momentum the Democrats have gained 
over the past year. Although his conflict 
with supreme commander and arm 
commander Gen. Arthit Kamlang-e 
and other influential generals is no sec- 
ret, the respect he commands in both 
military and civilian circles would tend 
to make any personal attacks ill-ad- 
vised. The time may also be approach- 
ing when the army will have to temper 
its barely veiled hostility towards the 
Democrats as well — otherwise it will 
leave the impression that it views the 
pany as a serious threat to its traditional 

old on the balance of power. 
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with matching velvet opera sac! 


Royal Salute by Chivas Brothers. 
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All eyes are on China. It’s a land of 

and tremendous opportunities. Wit! 

towards trade and contact wil 

world that has improved radically in 
However, a great deal of experience 

understanding are necessary to do bu 
successfully in China. 


It has taken HongkongBank oy 
to develop our present knowledge of ! | 
have the largest representation of al 
bank in China. We have offices in B 
Guangzhou, Shanghai, Shenzhen, A 
Wuhan. Furthermore, we ha | 
group of specialists in our Area Offi 
Hong Kong. 


We arrange immediate intro 
major Chinese corporations. We also 
direct investment, market conditions, trad 
practices and documentation requiret 
well as supplying information on comi 
3 law, tax regulations and how to avo! 
upto diei s ongkongBank even produ 
EE Eee newsletter detailing the spate : 

UE that come from China. Plus a 
LO keep customers aware Of econ 
policies and developments in China 


Don't take business develop 
for granted! Before considering a bu 
venture, talk to the experts, talk ! 
experience and insight. Contact Hon k 
Area Office China at 13th floor, 1 Qi 
Central, Hong Kong. Or any of our 1,00 
in 55 countries. We'll help you gi 


HongkongBank 


Marine Midland Bank * Hongkong Bas 

Canada « The British Bank of the Middle Fas 

Hang Seng Bank Limited * Wardley Limited 
HonekongBank Limited 


Fast decisions. Worldwide. 





CONSOLIDATED ASSETS Al 
EXCEED US$61 BH 















Just push the button. The new Nikon L35AD2's eleven automatic 
features make every shot a winning shot. 

Autofocus and auto exposure for picture perfection. Auto 
pop-up flash, auto flash exposure and auto shutter lock to 
make sure you're never caught in the dark. 

Auto film speed set, auto film loading and auto film 
advance keep you ready for every shot. Plus auto film rewind and 
auto film rewind stop to close the game in winning style. 

Open the auto ready lens cover and the camera turns on; close 
and it protects your fine Nikon optical glass lens. 

With eleven unbeatable auto features plus Quartz 
Clock & Calendar that let you imprint date or time 
on your photos, the new Nikon L35AD2 makes win- 
ning photography easier than you ever imagined. 
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It takes only three 
letters to convey 
high technology 
and high quality. | 


You'll find high technology and 


high quality in all of our 
products, systems and 
Services: 


Automation Systems 
Cables (AEG KABEL) 
Communication 
Components 
and Electrical Machinery 
Household Appliances 
Industrial Systems 
Information Systems 
Marine and Special Systems 
- . Office Technology (OLYMPIA). 
. Power Distribution 
.. Radio and Radar Systems 
- Railway Systems 
. Standard Products 
Turbines (AEG KANIS) 












AEG employs 73,000 people in 
110 countries throughout the 
world; they have provided a 
wide range of products and 
services worth more than 

US $ 3.8 Billion in 1984. Some 
6,000 AEG employees support 
the company's high techno- 
logy products in the areas of 
"em and development. 


Until now the world has known 
us as AEG-TELEFUNKEN. As 
we begin our second century 
in business we have shortened 
our name to AEG. Our new 
name is short, it’s international 
and it's memorable. We have 
taken our longer traditional 
name and made it a new, 
strong and ambitious sign. 


~ You can find AEG in 110 countries and in West G dan. 
| EG — Theodor-Stern-Kai 1, D- 6000 — £0. Tel: — 6001, Telex; 4n 076, Fax: (069) € 


Singapore 0511 


All that has changed is our in 
name. Our commitmentto high 
technology, high quality and 

reliability, has not changed; 

in fact ifs stronger than ever. 
For more information on the full — 
line of our high technology ut 
products under the AEG brand. 
name please contact: s 


Behn, Meyer & Co. (Pte) Ltd. 
100, Pasir Panjang Road 





Tel: 4736633 
Telex: rs 21 390 














Korea s charm is the pi edi eful 
nature of the pe iple It's son 
thing you will fast appreciate 
aboard tbe wide-bodied jets of 
korean Air, as you travel to 29 
of tbe world's major desti 
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We're honored to serve vou around the world. 


| oman in Hongkong, 


.|- governr : 
“this represented a deviation from an: 


|- the executive would be responsible. The 
<4- situation was hardly improved. when- 


|. points and. thereafter recovered a bit. It 


-|> area. 











e TRAVELLING «to Thailand and | 


Australia over a couple of weeks re- 


|. cently, I heard nothing. but bad news 


from East Asia. ss there was the : 
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gi ts way towards a 





t Xu, did not explain how 


agreement which states in black and 
white that Hongkong should be gov- 
erned by an elected legislature to which . 


| pro-Peking newspapers published a. 

. lying version of his words from which his 
accusations had been excised. 

. Personally 1 regret that the, Hong- 

kong stock exchange fell bv only 50-odd 


would have been a valuable lesson for 
Peking had it plummetted, together 
with the Hongkong dollar. But no, 
there is still money to be. made; Of 
course, the real crunch will come in the T 
early 1990s when the money men are 
looking at five years or less before the 
1997 takeover and make the decision 
then whether to go on rolling over their 
investments. It will be then that Xu's 
words — and anv further examples of 
clumsy insensitivity — will come home - 
tóroost. |. 

€ THEN came the news of the crash of 
Pan Electric in Singapore and the 
knock-on effects the debacle brought to 
the stock exchanges and broking houses 
in both Singapore and Malaysia. After 


that, came the news that once again the | 


Philippine opposition has splintered 
: and will fail in the forthcoming elections. 
to present a united alternative to Presi- 
dent Marcos. 


ĮI was down in Australia to help sels d 


brate the Silver Jubilee. of CEDA 
(Committee for Economic Develop- 
ment of Australia) and had intended to 
natter about Australia's response — or 
. lack of it — to the challenge posed by 

the region, the world's only real growth 
s: E the troubles cur- 
-rently being experienced by the NICs 
(South Korea, Taiwan, Hongkong and 
Singapore, all of whose exports are 
slowing down), and by the resources- 
based economies of Malaysia, In- 
donesia and the Philippines, had al- 
ready removed some of the gilt from the- 
East Asian gingerbread and these latest 
.. developments removed some more. 

© THE news seemed all the worse. 
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nin Australia, it: Was very | 
patchily ‘and perfunctorily covered by. 


the media, which remains largely 
oriented towards Britain, Europe and 
the US. Open a magazine, and one finds 
American coverage being reprinted; 
turn on the TV and there are American 


$- | programmes being aired for hours on end. 
All that talk about Australia being part 
the region that's been going on for at 
least. a couple of decades has not had: 








much impact on editorial priorities. 





| East Asia seems largely thought of as a 
.| threatening, 


unstable region. The 
Hawke. government is busy kidding it- 
self and others that Canberra has estab- 


dished an economically promising spe- 


cial relationship with China, instead of 
recognising that it is just one of a string 


-of countries which Peking is using to. 


avoid its economy becoming, overly de- 
pendent on that of Japan. 


| € BACK in 1975 the Australian news 


media maintained a total of 14 staff cor- 
respondents in the Asia-Pacific region, 
one half of which were working for the 
government-funded Australian Broad- 
four for the Sydney 
Morning Herald/ Melbourne Age group, 
two for the Melbourne Herald and one 
for the News Corporation (the Murdoch 
group). Today ABC maintains its seven 
correspondents, the 5MH/Age group 
has dropped its number of staffers to 


three, the Melbourne. Herald still has 


two while the Murdoch group has none 
at all, There are two newcomers: the Fi- 
nancial Review with two staffers and the 
AAP newsagency also with two, making 
hardly a grand total of 16 -~ two more 
than 1975. None of the commercial TV 
or radio networks maintain any staffers 
at all. : 

Thus there are no Australian media 
staffers to be found in such cities as Is- 


lamabad, Manila, Seoul or Taipei and, 


excluding ABC, other staffers are only 
to be found in Tokyo (3), Singapore (2), 
Jakarta (2). -Peking (1) and Port 


Moresby (1). Of course, there are usu- 


allv several Australians freelancing in 
Asia at 2 any time, but the bulk of their 
earnings would seem to come from 
North America and European outlets 


(Australian a NS have a reputa- 


tion for paying poorly — and late). Most 
media groups maintain much more sub- 
stantial staffs in London and New York: 
AAP, which surely could have at least 
provided pooled access to Asia, has 
three or four staffers in London com- 
pared to the two (Jakarta and Port 
Moresby) in Asia, and still largely ope- 
rates as the local outlet for Reuters and 
other services. If the Australian media 
had seized the opportunity, they would 
be syndicating their Asian copy to US 
and Britain instead of vice versa. 
As well as telling itself it is part of the 
region with various special relation- 
ships, yay and —— have 


nis portrayal of the arch 


some ambitions to | 
and/or service centres for ti 
Such hopes appear over-sang 
basic information on Asia is sti 
such a To manner. 
€ ON my last night in Sydney ag 
us went to see the one-man (ot j 
show given by comedian and i 
ist Barry Humphries. I: 
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Australian lout (in the shape: 
attaché Les Patterson. com 
vomit-stained — jacket 
crotch), and of middle-cl: 
womanhood (in the she 
Dame Edna Everage. cc 
deco glasses and ‘bunches. 
would be a bit out-dated 
though the continuous scar 
ing in Australia’s political | 
ably keep his corrupt trade t 
cial Lance Boyle forever fresh. : 
crowded audience was large! 
(a fact Dame Edna was quich 
out) and she is obviously ma 
way into Aussie mythology. | 
Les was as vulgar aseverz heh 
become a consultant, advising 
that he probably hasn't captur 
youth vote ("They're all dead 
you'll give them a job") and Dame 
just as bitchy (Bi ctendine to admi 
appalling dress — by an untortur 
female lured up from the audion 
"That's a nice piece of fabric, passu 
From the upholstery department, d 
[think you were quite right to cul offi 
rings"). | 
But the best sketch lor me wass 
Humphries took on the characte 
Sandy Stone, a Melbourne peni 
who returns as a ghost to his 
Gloria Soame (glorious home in 
to find it occupied by a Greek cc 
with the neighbourhood largely 
over by new Australians of Chin: 
dian and other non-Caucasian 
tion. The portrayal of a sort « 
and resigned racialism is beautif 
even sympathetically done as i 
pheht of old people in Au 
Everywhere, according to 
offspring are trying to frog-nrar 
parents into old peop de s home 
units, at the least excuse.” "All ov 
tralia,” he says, “there are old f 
lying on the floor. looking up à 
daughters-in-law and saying, `I 
fall. | was only dusting the skit 
board’ .” | 
€ ONE of the nearby houses jp 
taken over by students. " They t 
students; they've all got cars 
on the once-carefully- nurturec 
lawn, now a dust-bowl. "They 
door-banging competitions 19 
dle of the night. It could be tf 
grant — perhaps some re 
ject to do with the bicente 
Les prefers to call the ! 
nial). Bazza lives on! 












Guy Sacerdoti in Manila 

iia oa] Tt was always a good 
bet that if President 
Ferdinand Marcos 
had not declared mar- 
tal law in September 
1972, and the presi- 
dential election had 
been held on schedule 
ing year, Benigno Aquino 
. have occupied Malacanang 
- But the thought that some day 
o's unobtrusive, reserved and al- 
hy wife would be running for the 
sidency would have been preposter- 


nd yet, Corazon Cojuangco 
no, his widow and mother of his 
children, is not only running, she 

pose the most serious electoral 
llenge Marcos has ever faced. 

nce her husband's assassination on 
August 1983, Mrs Aquino has grown 
à symbol, not merely of her hus- 
d's thwarted final attempts at politi- 
reconciliation, but of honesty, mor- 
ty, religious respect and simple living. 
at she may be stubborn, uncom- 
musing, politically naive and inex- 
rienced does not faze her supporters, 
o feel that, as the antithesis of Mar- 
os, she is the only person who can unify 
he opposition into a force which can 
nceivably threaten Marcos’ rule. 
At may well be that this is a pipe- 
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The 'opposite' to Marcos, i 


The reluctant runner 














| dream doomed by Marcos’ control over 
the country's political machinery. But 
the emotional response to her candi- 
dacy in the 7 February snap election, 
| whether from misty-eyed supporters, 
the professional political opposition or 
members of Marcos’ Kilusang Bagong 
Lipunan party itself, leaves the fact of 
her candidacy a force to be reckoned 
with, 
Whether she would be able to form 
and then later control a government, 
tackle pressing tssues such as the econo- 
| mic crisis and the growing communist 

insurgency, is not the main point. She is 
| seen as the only person who can unite 
the disparate opposition and capitalise 


on the anti-Marcos feeling. 
M rs Aquino herself savs she is Mar- 
cos "opposite." And that tends to 
appeal to anyone who complains about 
the current state of Philippine politics. 
In a society where striving for power is 
the national pastime — and Marcos is 
the acknowledged master of political 
manipulation — she is the reluctant 
politician. Where itis nigh impossible to 
find a politician who does not have an 
answer to any question, she will frankly 

admit she has none. 

Mrs Aquino comes from the 
Cojuangco family, a land-owning clan 
based in Tarlac, the heartland of central 
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nexperienced Cory poses a threat 

















EE IER IRR REAPER ACH ETT et eb E 


Luzon, and thus carries the traditional 
right in the eyes of the Filipinos to vie 
for power, And for the opposition, her 
clan's anti-Marcos posture stems from 


before he assumed the presidency ini 


1968. giving her unquestioned legiti- 
macy to continue her husband's fight... 

Besides having suffered ón account 
of her husband's detention and then his 
death, for the frequently emotional 
Filipinos she is also religious and de- 
voted — praying often and constantly 
referring in her impromptu speeches to 
asking for guidance from both the 
example of her dead husband (“what 
would "Ninoy' have done?") and also 
from God, The attractiveness of all this 
to an electorate ensconced in an unsta- 


_ ble political climate is strong. She may 
|, be an inexperienced politician, but she 


———W———— 





is the "proper" candidate, representing 
the values that many Filipinos feel they 
should believe in, or at least aspire to. 
But does this make a candidate? 
Many of her answers to serious policy 
questions would suggest not. Her gov- 
ernment programme is being worked 
out by a group of politicians led by one 
of the opposition Liberal Party leaders, 
Jovito Salonga, she says. And until it is 
completed Mrs Aquino hesitates to talk 
much about it. When asked at a press 


conference who will advise-her on po- 









liey, she replied: “IfI cami 














lions to vote me into office, you can also 


assume I can inspire 15 qualified men | if needed. 


and women to help me run the govern- 
ment." 

Speaking on counter-insurgencv, 
Mrs Aquino, who adamantly believes in 
non-violence, says "there must be à 
dialogue between all of the forces of the 
opposition." And on the economy, she 
says simply she wants to "address the 
immediate problems of hunger and pov- 
erty.” to create jobs and build confi- 
dence for local and foreign investors. 


or political pundits, those answers 

may not instil much confidence 
but then neither did those of retired actor 
Ronald Reagan's during his first guber- 
natorial campaign in California. But 
Mrs Aquino feels that her own experi- 
ence is less important now than standing 
as a moral symbol above petty party 
politics, and that the electorate merely 
needs to see her as the clear — and she 
hopes only — alternative to Marcos, 

However, to suggest that Mrs Aquino 
does not have any clear ideas of how to 
run a government, despite her own ad- 
mission of inexperience, is wrong 
Above all, she believes in a pluralistic 
system, one in which advice comes from 
a variety of sources and, unlike in Mar- 
cos’ case, from sources unafraid that 
criticism would be rebuffed. One of her 
top advisers, long experienced in poli- 
tics, says: “Politically, vou make sure 
you do not have a cordon sanitaire. 
You need to hear opinions from other 
groups, particularly those who disagree, 
otherwise, like Marcos, you begin to be- 
lieve your own propaganda.” 

Mrs Aquino is known for her stub- 
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born streak and ability to speak bluntly 
Her moral resolve is even 
more renowned. She says she would 
work for revamping the constitution if 
elected, and in the interim would not 
use Marcos’ decree-making powers 
built into his 1973 constitution. 

And her own inexperience in politi- 
cal practice does not mean that she does 
not know politics. Her family traditions 
are steeped in political control of Tarlac 
province, and as one government offi- 
cial grudgingly agrees, “you do not 
spend 28 years married to a man like 
Ninoy without absorbing some of his 
savvy." 

Mrs Aquino and her family refused 
to cooperate with the investigation and 
trial following the assassination. consis- 
tently saying that justice was impossible 
so long as Marcos remained in power. 
Because of this she was subject to some 
criticism following the Agrava board's 
report finding that there had been a 
military conspiracy. But her stand was 
vindicated in her eyes when the govern- 
ment court found all those accused not 
guilty — one day before she proclaimed 
her candidacy. 

Ultimately, most political analysts 
believe much will depend upon whether 
Mrs Aquino and Salvador can form one 
ticket, though her advisers bravely 
suggest she might have a chance even 
with a split. They foresee a unified tic- 
ket resulting in a 60-40 victory over 
Marcos, but claim “one must assume a 
10% manipulation," meaning a very 
close finish. 

It is this question of how fair the 
election will be on which much will de- 


pend. Oo 








INTERVIEW/CORY AQUINO 1 
'Gosh, l've just 
got to do this’ 


Fate has thrust Mrs 
Aquino from being à 
contented wife and 
mother of five on to 
the centre of the 


stage. But she has re- 
tained a simple, direct 
way of expressing herself, without the 
professional slickness of a politician. 
REVIEW correspondent Guy Sacerdoti 
interviewed her in her office on 6 
December and these are extracts from a 
long conversation 


How did vou find the transition from 
housewife to presidential candidate? 
Ninovy's incarceration was really our 
lcarning experience. It was the greatest 
learning experience, where you kept 
asking why? Why am Lin this? And why 
do I have to be so tough? I'm sure this is 
something Marcos can't understand. He 
always said that, or he believes that, 
everybody has a price, and this is one 


thing that I guess amazed him about 
Ninoy. And then now here comes 
Ninov's widow 

A friend of mine said: ^I was just so 
sure you were going to say yes [to run- 
ning]." This was a friend of Ninoy's who 
went to law school with him. I said, how 
are you so sure | would sav ves. "Look." 
he said, "T knew your husband, and hav- 
ing lived with him all those years, no 


way could it have not rubbed off on 


vou, 


Are you looking forward to the cam- 
paign? 

No. My older daughters were saying, 
“Gosh, Mum. Why do you have be a 
martyr like dad." | thought [d 
explained it here. In the beginning 1 
kept saying. look, I've already suffer- 
ed enough and [ve already paid my 
dues 

And all along I was really secretly 
hoping these potential standard-bearers 
would get their act together. And then 
don't know, after that, when emergency 
elections were announced, it scemed 
just hopeless to really get them fto- 
gether. Finally it came to the point ] just 
said oh gosh. I just have to do this 
otherwise I will really blame myself for 
not having tried. 1 don't know if people 
will understand this. I'm not a masoch- 
ist. But then it would really bother me if 
things turned out for the worst and I 
would always ask myself, could 1 have 
made a difference. Anyway. at this 
point I have decided I will give it my 
all. 

Of course it's not something I enjoy. 


Is there anybody in history who 
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ran for president like this? . . . I think 
one advantage I have is that since I did 
not seek this nomination I have not 
promised anything to anybody so 
maybe I can start at least fresh and 
Strictly according to what I believe 
would be best in having an effective gov- 
ernment and a smooth running cabinet. 


What are the greatest obstacles to your 
campaign and strategy? 

Well of course Marcos, with all his 
money and his organisation. Definitely 
all the rules are slanted in Marcos’ 
favour. And yet, we cannot possibly 
back out of this, we cannot say go ahead 
Marcos and we will just boycott, be- 
cause the Filipino people will not accept 
something like that. If we do boycott 
then that's the end of the electoral pro- 
cess here. | think this will be our last 
chance. 


Do vou feel vou can match Marcos' mus- 
cle for muscle in the campaign? 

No, because even if we wanted to we 
couldn't. It is so obvious that the KBL is 
such a super organisation that has defi- 
nitely been well-oiled in the past 20 
years. So no way can we possibly hope 
to win if it were just a case of one organi- 
sation versus the other. And also as far 
as money is concerned we will really 
have to do it with the minimum — if we 
even get the minimum. But we just have 
to rely on our credibility and the hope 
we offer for a change. 


How important is support from the 
Catholic Church? 

Enormous, because they do have an 
organisation. | mean compared to any 
of the exisiting cause-oriented organisa- 
tions I guess without a doubt it is the 
Catholic Church which has a really effi- 
cient and nationwide organisation. 


Do you expect support from Cardinal 
Sin? 
No. 


How will you counter the expected Mar- 
cos attack that vou are “coddling” the 
communists? 

If the communists are for me how 
can Marcos accuse them of killing 
Ninoy? I mean he said the communists 
were responsible for killing Ninoy. If he 
believes that, how can he now believe 
that the communists are supporting me 
or that I would go to the communists 
and tell them, look, after vou've kill- 
ed my husband now you can support 
me. 
My God! This is just unfathomable, 
and this is what he used to do with Ninoy 
before. One day he would say Ninoy 
would be the candidate of the com- 
munists and then in the same breath he 
would be CIA. So I guess it depends 
which side of the bed Marcos gets up 
from. If its on the left I guess l'm com- 
munist. Who knows what he thinks? He 
is really something else. Oo 
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Benigno 


Dona Aurora 
Aquino Sr — Aquino 


Benigno 


Lupita 
Kashiwahara 
(Press adviser) 


Aquino Jr 


Paul 
Aquino 
(Adviser) 


Agapito “Butz” 
Aquino 





Jose 
Cojuangco Jr 


(Campaign manager) 


Eduardo 
Cojuangco Jr 
Chairman of San Miguel Corp. 


The Aquino clan fight 
‘guns, goons and gold’ 


The sad adage about 
traditional Philippine 
elections is that to 
wage a successful cam- 
paign, one requires 
three essential ele- 
ments: guns, goons 
and gold. 

While at the national level and in po- 
litical debates around Manila issues 
such as the economy, nationalism and 
internal security are indeed frequently 
central to a campaign, elections have al- 
most always finally been won or lost in 
the provinces. 

There. power-broking between the 
national political and. economic elites 
and local kingpins lead to bitter fighting 
for influence, often characterised by 
blatant attempts to buy votes, stuff bal- 
lot boxes, intimidate voters and, in 
some cases where a local leader feels he 
is being directly threatened, political as- 
sassination or even wholesale ambushes 
by hired gunmen. 

Although her husband was consi- 
dered one of the most astute political 
campaigners within this tradition before 
his detention at the onset of martial law 
in 1972, this political style is an 
anathema to Mrs Aquino. From the 
start, her attempts to remain above 
petty politics, to present a “moral alter- 
native” to Marcos meant that she 
needed to build an unorthodox cam- 
paign as well. 

Her view that Filipinos are essen- 
tially fed up with Marcos’ authoritarian 
political manipulation translates into a 
— strategy that will do without 
local political deals and promises of po- 
litical or economic gain for provincial 
leaders, and aims at a more direct ap- 
peal to the people. 

Her campaign slogans are simple. 





Laban, or “fight,” the rallying cry as 
well as the party name Aquino used 
from the start of the 1978 campaign for 
the newly created national assembly — 
an election in which Aquino cam- 
paigned from jail and in which most 
people believe he only lost because of 
widespread irregularities — will remain 
the Aquino battle cry. 

And in bringing the campaign to the 
provinces, the emphasis will simply be 
on “people power.” The argument is 
that if everyone unites to vote with their 
consciences and are willing to protect 
the ballot boxes — by sitting on them if 
necessary — Marcos can be defeated. 

Like the stipulation that she would 
not accept a draft for the presidency un- 
less independent supporters amassed 
more than 1 million signatures endors- 
ing her, Mrs Aquino's campaign is 
structured on attracting non-politicians 
p — local businessmen, civic 
caders and women's groups — to build 
grassroots support. 


py the fact it was not until 4 De- 
cember that she announced she would 
run, Mrs Aquino's strategists have been 
building a campaign infrastructure for 
about four months, first at the provin- 
cial level and, as of the first week of De- 
cember, down to municipalities. Her 
top campaign adviser says he hopes that 
by the final day for filing official party 
tickets — at present set for 14 De- 
cember, having been brought forward 
by the Commission on Elections from 
2] December — nearly 200,000 local 
campaigners will be in place throughout 
the archipelago. 

Due to limited funds, the emphasis, 
according to strategists, will be on peo- 
ple able to volunteer their time (which is 
why women will play a major role) and 


18 DECEMBER 1985 e FAR EASTERN ECONOMIC REVIEW 





-FAR EASTERN ECONOMIC REVIEW e 19 DECEMBER 1985 


ee 


“creativity” among organisers. Instead 
of large campaign headquarters and the 
traditional political machine, volun- 
teers will offer their homes as distribu- 
tion points for campaign literature and 
propaganda. Strategists hope support 
from the so-called “cause-oriented” 
PPS many of which are Left-leaning 
and led demonstrations after Aquino's 
assassination, will lend their organising 
abilities to the more visible campaign 
rallies. 

That is not to say the traditional 
politicians will not play a role. The pri- 
mary coalition. supporting her cam- 
poign. the recently formed Laban n 

ayan, is built upon both regional an 

national opposition parties — the most 
prominent being the Philippine Demo- 
cratic Party — Lakas ng Bayan (PDP- 
Laban). Mrs Aquino plans to barnstorm 
around the country — by commercial 
jet — going first to Visayas and Min- 
danao where she is least known, accom- 
panied by three or four national as- 
semblymen and spending the evenings 
in local leaders’ homes, part of tradi- 
tional political practice. 

Also, her closest campaign advisers 
to date have all come from the tradi- 
tional bastion of Philippine political 
support — the family. In the short span 
since Mrs Aquino's announcement, the 
role of these advisers has already be- 
come controversial, at least within the 
opposition itself. 

Coordinating the makeshift cam- 
paign secretariat in Manila and dealing 
with the press — always an important 
campaign tool — is Lupita Kashiwa- 
hara, Aquino's younger sister, known 
for her closeness to her brother, her 
constant energy and professional or- 
ganising capabilities. | Kashiwahara, 
who returned from the US to join the 
campaign, helped arrange and sat in on 
the eight unsuccessful negotiating ses- 
sions between Mrs Aquino and rival 
presidential aspirant Laurel. Her 
younger brother, Paul, is also a major 
planner in the campaign. 
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Agapito “Butz” Aquino, another 
younger brother who took a prominent 
position in the family following the as- 
sassination, is. not directly involved in 
campaign strategy, but will harness sup- 
port for the campaign from the so-called 
"causc-oriented" groups he led during 
street demonstrations last year. 

Mrs Aquino's campaign manager is 
her younger brother, Jose Cojuangco, a 
former congressman from Mrs 
Aquino's province of Tarlac in central 
Luzon and a quiet, vet powerful figure 
in PDP-Laban. Aquino's mother, Dona 
Aurora, while never taking any official 

osition in the campaign, is frequent- 
y consulted as head of the Aquino 
clan. 


JA oun the Aquinos play down the 
relevance of the family's role in the 
squabble with Laurel over trying to 
form a unified ticket against Marcos, 
the inherent contradiction of using the 
traditional family political prowess 
while professing a campaign on a moral 
plane is a major factor, nonetheless, in 
the continuing split with Laurel. 
Laurel's lieutenants and party advisers 
constantly harp on Mrs Aquino’s re- 
liance on her family as primary political 
advisers. And while this is natural given 
Laurel's own emphasis on the tradi- 
tional elitist political powerbroking for 
support, it has hurt efforts at unifica- 
tion. 

The Aquinos know this and expect 
Marcos himself to attack the family 
once the campaign begins in earnest, 
but their strategy is to try to remain in 
the background and out of the public 
eye as much as possible. More up front 
will be traditional politicians within the 
Laban ng Bayan coalition, who are for- 
mally involved in setting Mrs Aquino's 
political and economic programmes — 
people such as former senators Jovito 
Salonga, Lorenzo Tanada and former 
Supreme Court justice Cecelia Munoz 
Palma. 

But with Mrs Aquino's appeal as a 





"moral alternative," she 
strategists expect the nationwide infra 
structure built into the Roman Cathe ic 
Church to be a major boon to her candi- 
dacy. Although the church hierarchy. 
led by outspoken and frequent Marcos 
critic Cardinal Jaime Sin, will not pub- 
licly endorse her, Mrs Aquino's advisers 
expect their quiet support from the 
sidelines. Church leaders say that even 
without their endorsement. “many 
parish priests already feel she is the ere- 
dible alternative to Marcos.” 

The role of the church in the Aquino 
campaign cannot be understated. 
Perhaps the only built-in nationwide in 
stitution which Marcos has been unabii 
to co-opt fully, the church has felt its do- 
minant role in directing or influencing a 
society undermined by Marcos’ cen- 
tralising political power. 

In the more pluralistic setting before, 
martial law, the church represented a 
prime basis for stability, hovering above 
politics, yet setting the popular 
psychological parameters within whith” 
the political game could be played 
(much like Thai politics functions, a) 
ways cognizant of the watchful eye ot 
the king). By centralising so much 
power, Marcos has challenged that tr js 
itional church role. Mrs Aquino's eme 
phasis on morality and her personal de- 
votion to the church — as well as Sims 
pen friendship — makes the church 

er natural ally, and in the event thai 
she does win could return to the church 
its traditional role. 

Whether this campaign strategy 
simple as it is, will succeed or not is 
another question entirely. For, as the 
opposition knows too well, it is pitted- 
against Marcos’ Kilusang Bagong Lipu- 
nan (KBL) machine. which has been 
structured out of patronage and wel” 
oiled by either cash or infrastructupe 
projects, spreading from Manila to most 
small municipalities. m 
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ing issues facing the country — primar- 
ily those which she knows least about, 
the economy and the insurgency. 

They also say Marcos has several 

personal attacks up his sleeve against 
the Aquino family itself, and one of the 
large landholders on her side of the 
family, the Cojuangcos. Mrs Aquino 
herself says she is ready to battle Marcos 
even on a personal level if he attacks her 
or her family. Addressing the question 
of her inexperience, she retorts that for 
20 years “we've had one of the most bril- 
liant Filipinos, and look what we've got 
— despair." 

KBL stalwarts are clearly worried 
that should the opposition unify under 
Mrs Aquino, a fair election could make 
it close. They cite the emotional appeal 
of her candidacy and, while stressing it 
will wear off the longer the campaign 


|Cardinal Sin: vital support. 


runs, the 57-day campaign period may 
not be long enough. They expect Mar- 
cos himself to try to sabotage opposition 
unity if Mrs Aquino and Laurel do fi- 
nally find common ground, and may or- 
ganise a third force to pull some of the 
Opposition vote away if Laurel does not 
do it for him. 

But Mrs Aquino’s moral stance and 
her strategists’ desire to run an “offen- 
sive" campaign against Marcos 
suggesting a period of public confidence 
should she win — could place Marcos 
either in a position of defending his 
policies or attacking her personally, 
something Filipinos could react against. 
While it is difficult to fathom any possi- 
bility of defeating Marcos without a uni- 
fied ticket, a “people’s campaign” with 
church support could still force the gov- 
ernment into an unpopular corner, one 
in which an electoral victory would be 
less than the renewed mandate Marcos 
seeks. — Guy Sacerdoti 
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split opposition ticket 


By A Correspondent in Washington 
US officials are deep- 
ly disappointed by the 
prospect of more than 
one opposition candi- 
date in the 7 February 
| Mes! Philippines presiden- 
N NEW! tial election and hope 
nV eee) to encourage an | |th- 
hour reconciliation for an Aquino- 
Laurel ticket. Privately, one official 
said: “It only makes Marcos’ job easier 
and lowers the opposition prospects 
from slim to none.” 

Since the assassination in August 
1983 of Aquino, the weaknesses and 
divisions of the non-communist op- 
position have been a major concern 
of the US. Along with economic and 
military reform, political reform — par- 
ticularly the restoration of the country's 
democratic process — has been the 
major thrust of US policy towards the 
Philippines in the post- Aquino period. 

While US officials appear more com- 
fortable with the middle-of-the-road 
politics espoused by former senator 
Laurel than with the leftish tinge Wash- 
ington sees in the forces surrounding 
Mrs Aquino, the officials have said that 
Laurel ts just “not presidential timber.” 

The absence of an obvious frontrun- 
ner and the fear that any Filipino per- 
ception of US backing could mean the 
kiss of death for a candidate have kept 
the Reagan administration from picking 
a favourite. Rather, the US has main- 
tained a dialogue with all the non-com- 
munist opposition and has promoted a 
credible political process. 

Asked about Mrs Aquino’s position 
on the US bases in the Philippines, a US 
official told the REVIEW: “If you look 
carefully at what she has said, it is re- 
specting the current treaty [which ex- 
pires in 1991] and then assessing their 
future role. That's something we can 
work with — and not much different 
than Marcos' stance." US officials hope 
that the bases do not become a major 
election issue. 

US officials are privately sceptical 
that their effort will persuade Marcos to 
allow a relatively fair election and fear 
that for Marcos the lesson of the May 
1984 national assembly elections, which 
Saw Opposition candidates making re- 
markable gains, was: never again allow 
such a degree of fairness. Administra- 
tion officials and the US Congress view 
the composition of the Commission on 
Elections and the status of the watchdog 
body National Citizens’ Committee for 
Free Elections (Namfrel) as key tests of 
Marcos’ intentions. 

Given such realities, it is not surpris- 
ing that US efforts — both overt and 











covert — appear focused on the sanctity 
of the ballot rather than on particular 
candidates. Well-placed sources said 
the congress-funded National Endow- 
ment for Democracy (NED) has “of- 
fered essentially a blank cheque" to 
Namfrel. There has also been some in- 
dication that the Asia Foundation might 
also be willing to aid Namfrel. 

But the cloud hanging over Namfrel 
because of the CIA ties with its pre- 
decessor organisation of the same name 
in the 1950s and the need for nationalist 
credibility have thus far precluded 
Namírel from accepting even no- 
strings-attached money from US official 
or quasi-official groups. Earlier this 
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Reagan: no favouritism. 


year, disclosures that NED had funnel- 
led about US$130,000 via a US trade 
union to the Philippines Trade Union 
Congress generated controversy in both 
Washington and Manila. 


C ongress has sent a group of election 
experts from the Centre for Demo- 
cracy to Manila to observe election pre- 
parations, but it is unclear whether the 
US — either the administration or con- 
gress — will take up Marcos' offer to 
send observers to the elections. A con- 
gressional source explained: “How 
many out of some 80,000 polling sta- 
tions could observers really monitor? 
The effect would be to give US sanction 
to the elections." 

Privately, US officials say that an 
Aquino-Laurel ticket would be as good 
as could be expected for an opposition 
slate, but are dubious of the prospects 
for an opposition victory. Nonetheless, 
US officials feel that in a reasonably fair 
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lacked t ie moral high ground w hich 
Aquino projects and that a Laurel- 
cos race would be an old-style pre—mar- 
tial-law type election. 
ete ae "covert backing the US 
the opposition, US officials 
before the hundreds of 
rs. US officials say they 
to have in his election 
: che fear that its exposure 
would. 
against an 
| appears a 
|; Washingto it Marcos. - 
Instea rsations with US offi- 
„cials reveal-a b ckpedalling of US po- 
shey; from: harsh warnings against Mar- 
-.cos to a grudging acceptance of a Mar- 
€os victory and hopes that Marcos — 
¿with a new mandate — would press 
¿ahead with major reforms. But congres- 


nationalist reaction | 
with US backing | 
t to any plans in | 


p Salamat Ali in Dhaka 


fter five years of painstaking work 
by their politicians and tł 
crats, the South Aan States: ‘ot F 


a on ‘8 December he 3 
Association for Regional Coc 
(Saarc), for a cooperative endeavour to 
accelerate the economic development 
of one of world’s poorest regions. 

The maiden South Asian summit, 


-hailed by the US, China and the Soviet 


Union.as a step in the right direction, 
noted that the seven countries account- 
ing for one-fifth of humanity had a vast 
tential as a market but faced formida- 
je challenges of poverty and under- 
development. 
. While acknowledging the pressures 
of a burgeoning population and ram- 
pant unemployment, the summit de- 


g  clared its confidence in making op- 


timum use of the complementarities of 
the regional economies by dubie 
ing the seven countries’ ethnic, cultural 


and- historical links. Apart from such 
rhetoric, the outcome of the two-day 
"Dhaka summit on 7-8 December. in- 


cluded. a charter for the organisation 


and a summit declaration. 


These two documents provided for 
the regional heads of state and govern- 


ments to meet each year and for their 


foreign ministers to gather at least twice 


$ a year to give further momentum to 


|. joint programmes of action and also to 


|. evolve new areas of cooperation. The 


sional sources dismiss such scenarios as 


“wishful thinking.” 
. There are several US investigations 
ofthe Marcos administration now under 
way. One still-classitied General Ac- 
counting Office report conludes that 
USS$100 million in military aid to Manila 
is either unaccounted for or has been 
misspent. Congressional investigators 
are also probing reports of hidden over- 
seas. wealth by the Marcos family and 
Marcos cronies. In addition, a US fed- 
eral grand jury is investigating possible 
wrongdoing in the use of US foreign 
military sales creditsin the purchase of a 
microwave communications system by 
 Amworld, a Filipino-owned company 
based in California with possible links to 
ney figures close to Marcos. 

~The upshot of these probes is grow- 
ing congressional scepticism about Mar- 
. cos, which is likely to make it difficult for 
the Reagan administration to gain ap- 
proval for future aid to Manila. | 


next Saarc summit is to be held in. New 


Delhi i in November 1986 and the one in 


1987 is to be hosted by Bhutan. The 
leaders agreed to set up a Saarc sec- 
retariat and asked their foreign minis- 
ters to work out the details. Nepal has 
asked that the secretariat be located at 
Kathmandu. 

The summit added two areas of co- 
operation — drives against narcotics 
trafficking and terrorism in the region 
to issues already agreed upon at the 
foreign ministers’ level last year. It also 
approved a package of airlines fares in 
the Saarc region. A rather surprising 
proposal came from Islamic Pakistan, 


| whose President Zia-ul Haq suggested 


joint programmes to ensure the partici- 
pation of women in the development 


| South Asia finally forms a regional grouping 


As King Birendra of Nepal obser 


| the concluding session of the 


"Unlike people elsewhere, 
part of the world have been slow: 


| ing proof of our ability to rec 
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process. The summit readily agreed to | 
hold a ministerial-level conference on | 


| women in India, probably next year. 


All these steps and the effusive 


| speeches of the leaders were designed to 
| create. the impression that the Saarc 


operis a wholly new vista full of immense 


| against the exclusion of] 
| from, regional coopera 


sitions on 


selves through a recognition of 
that the others’ existence and + 
are just as important as our own 
had succeeded in creating 
based on the principles of mt 
matters of common interest, 
have certainly stolen a march 
fields." 

The tactics worked only 
and that too because the twe 
South Asian powers, India 4 
tan, were unwilling to show a. 
thusiasm for the regional « 
effort. In fact, Pakistan wasir 
an Indian newspaper report thal 
lomats tried for a mention of A 
tan in the summit declaration t 
dissuaded by Bangladesh. 
Foreign Minister Baliram Bhaga 
a denial, and Pakistani diplomat 
bied with correspondents privatel 
they had no intention of embarr 
India, for there w E no benefit it: 
ing such a course at a time when: 
ganisation like Siar was being Laufe! 


2. in his speech at the plenar 
sion made laudatory referen 
Indian Prime Minister Rajiv Gan 
his late mother, Indira Gand 
King of Bhutan pave Singye 
chuk also praised Mrs Gandi 
underlying reason for such « 
praise was made clear by Sri 
President J. R. Jayewarden 
marked: "India, the largest 
way, larger than all the rest: 
gion] combined, can by d 
words create the confidence 
so necessary to make a begir 
Gandhi is its chosen leader, oi 
rest our hopes .. . He must nx 
He cannot. Our duty i is to hi 
the utmost. He should tell us w 
of us should do and we must res 
best as we can.” | 
These svrupy references, 1 
could not disguise the hard m 
oolitical problems 


other South Asian states 


| which alone is a contiguous n 


of every country in the Saarc 
Striving for an image independ 
India, King Jigme in his speech 
p 


| that it would be unrealisti 


possibilities and hopes for a region more | 


familiar b. deprivation and ——— 


— of 
peopo litics of 
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n indta-rakistan dialóoesue on arms 
= Zia indirectly drew attention to his 
proposal for a no-war pact between 
| Pakistan and India by proposing that 
| there should be a collective pledge by 
|} South Asian nations to renounce the use 
| Or threat of force against one another 
"| and advocated steps to banish nuclear 
| arms. The latter call was in line with his 
| earlier offer to India to sign either a 
| bilateral anti-nuclear arms treaty or a 
joint signing of the international Non- 
roliferation Treaty. 
| Gandhi in his speech stuck to the 
| widely known Indian position on vari- 
| ous diplomatic issues and assured 
| everyone of his country's faith in 
| sovereign equality, non-intervention in 
| internal affairs and respect for the na- 
| tional integrity in dealing with other 
| states. This did not indicate any change 
} either in India’s basic position on vari- 
| ous issues with its neighbours or the 
| neighbours’ perception of New Delhi. 
Observers believe that having 
| launched the Saarc and faced with a de- 
| mand from its neighbours, articulated 
| by Pakistan, to set up some system 
| under the Saarc to resolve political dif- 
_ ferences, India has gone along with an 
— institutional arrangement that would 
— allow plenty of room for exploring its 
-neighbours' positions on various con- 
- tentious bilateral issues whose discus- 
sion is specifically banned under the 
i open-ended charter. 
| t 
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| A gainst those who maintain that po- 
| AP litical and socio-economic issues be 
| compartmentalised and that all contenti- 
| ous political issues be excluded from the 
| Saarc purview, it has been argued pri- 
| vately by various Saarc delegations that 
the compartmentalisation cannot be car- 
_ ried on indefinitely and the issues would 
- not resolve themselves if they were not 
discussed. President H. M. Ershad of 
- Bangladesh, as the leader of the country 
"which conceived and nurtured the idea 
— of Saarc, argued at a press conference at 
— the conclusion of the summit that the 
mutual mistrust and fear had reduced 
considerably after the exchange of 
|. views at the summit and that in future 
| Saarc would certainly cover South 
| Asian trade and, given some time, the 
| association would show results. 

— — However, not all are as sanguine as 
| Ershad. Most observers sum up the 
| summit as a reasonably good beginning 
{ which holds a lot of promise but ts faced 
| with an uphill task. As King Birendra 
| put it: "I am wondering how posterity 
| will judge the work we have done here 
| in the last two days. Will the future gen- 
| eration maintain that we got off to a 
— good start leading to some lasting re- 
sults, or that we merely wasted our ef- 
forts in empty verbiage thus censuring 
us for not practising what we preached 
... I hardly need to point out how im- 
portant it is to turn rhetoric into real- 
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Japanese bedfellows 







The opposition seeks links with the Japan Socialist Party 


By Shim Jae Hoon in Seoul 


hen opposition leader Kim Young 

Sam visited Tokyo in early Oc- 
tober, the conservative politician 
sought out Masashi Ishibashi, chairman 
of the Japan Socialist Party (JSP), which 
ignores Seoul in favour of Pyongyang, 
and asked him to visit South Korea. The 
invitation was offered in the name of the 
opposition New Korea Democratic 
Party (NKDP), which is controlled by 
Kim and fellow opposition leader Kim 
Dae Jung from behind the scenes. 


However, this unusual diplomatic ini- 
tiative, which could lead to the linking 
of the two countries’ biggest opposition 
groups, is being discouraged by the gov- 
ernment. The ruling Democratic Justice 
Party (DJP) and the Foreign Ministry 


Kim; inflammatory invitation. 


brought pressure to bear on Kim Young 
Sam's plans to send an NKD 
"friendship mission” to Tokyo in 
November and to bring Ishibashi to 
Seoul by January 1986, In response, the 
NKDP postponed its friendship mission 
to December, after the closing of the na- 
tional assembly’s regular sessions. 

DJP spokesmen argue that Kim’s ini- 
tiative could backfire because the JSP 
still echoes Pyongyang's demand for the 
withdrawal of US forces from the 
South, withholds formal recognition of 
Seoul as Korca's legitimate government 
and endorses three-way talks on the 
peninsula involving Washington — a 
format opposed by Seoul. 

Also, the JSP's strident criticism of 
the domestic situation here — which 
over the years has focused on such is- 
sues as the 1973 kidnapping of Kim Dae 
Jung in Tokyo by South Korean intelli- 
ponce agents and opposition demands 
or democratic reform — has long rank- 








led the government. “If the NKDP went 
ahead with this initiative,” Warned na- 
tional assembly speaker Lee Chae 
Hyong before the friendship mission 
postponement was announced, “it 
could result in serious political trouble.” 

In view of the government's policy 

of seeking diplomatic rapprochement 
with the Soviet Union and China — 
Pyongyang’s major allies — this argu- 
ment sounded a bit hollow. Indeed, 
when five JSP notables headed by 
former party secretary-general Kooichi 
Yamamoto, who belongs to the party's 
rightwing, visited Seoul in November 
1984, they were not only officially feted 
by the national assembly but received 
by President Chun Doo Hwan. 

Some observers think the DJP's 
uick, angry reaction to Kim Young 
am's initiative may have been touched 

off by Kims much publicised, but 
perhaps politically ill-timed, statement 
in Tokyo that Chun could fall to an army 
coup or civil uprising unless he insti- 
tuted democratic reforms before step- 
ping down from office in 1988 as he has 
promised. “It was an inflammatory re- 
mark that almost invited a government 
epee an independent commentator 
said, 


Tq Foreign Ministry's position on 
Kim's NKDP-JSP solidarity initiative 
is that it can only benefit the .North 
while harming Seoul's interests as long 
as the JSP maintains its pro-Pyongyang 
stance. Some ministry officials. were 
particularly offended when Makoto 
Tanabe, the JSP's current secretary- 
general, went to Pyongyang in May and 
gave the impression of seeking Presi- 
dent Kim Il Sung's "understanding" on 
the JSP's intention to gradually thaw its 
position regarding Seoul. 

Other officials are concerned over 
the possible impact a NKDP-JSP link 
might have on Japanese Prime Minister 
Yasuhiro Nakasone's policy on the Ko- 
rean peninsula, worried that he might 
be encouraged to initiate a policy of 
equidistance with North and South. 

With the issue involving complicated 
factors, some of which are beyond the 
control of either the NKDP or the JSP, 
the short-term prospects for much pro- 
gress towards any reconciliation be- 
tween the JSP and South Korea appear 
slim. However, among Kim's suppor- 
ters optimism prevails — stemming 
from their belief that it will be only a 
matter of time before Japan's second 
largest party "came to normalise" its own 
relations with a counterpart group in Ja- 
pan's closest neighbouring country. gg 
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OVERVIEW 


Major shifts occur behind the ‘job for life’ facade 


Winds of change 


By Charles Smith in Tokyo 
ne of the lessons that the Japanese have learned — or 


at least ought to have learned — since the oil shocks of 


1973 and 1979 is that slow economic growth and rapid 
social change are not opposites, but belong naturally to- 
gether. Nowhere has this been more true, in Japan's case, 
than in the labour market. 

In contrast with every other major industrial nation Japan 
managed to come through the two oil shocks with its tradi- 
tionally low rate of unemployment still more or less intact 
and with employers still paying lip service to the idea of never 
laying off full-time employees, except in the event of bank- 
ruptcy. Behind the facade of low unemployment and the 
lifetime-employment system, however, the realities of work- 
ing life in Japan are changing in ways that the Japanese them- 
selves apparently find both dis- 
concerting and exciting. 

The new trends obviously re- 
flect generational change 
cluding the well-advertised fail- 
ure of young people in Tokyo 
today to take life as earnestly as 
the generation that grew up dur- 
ing and soon after World War II. 
But psychology is not the only 
science which Japanese analysts 
are invoking to explain what 
seems to have started to happen 
to the national work ethic. At 
least as important as the much 
touted "me" mood of the 
younger generation are shifts in the supply and demand for 
labour that could eventually make nonsense of the lifetime- 
employment system — and instead force Japan to adopt a 
fluid labour structure akin to that of Western Europe, or 
even the United States. 

The most obvious of the various changes in the labour 
market that have forced employers and employees to start 
sceing their relationship from a different viewpoint has been 
a simple shift from a 
sellers to a buyer's 
market for labour. 
Whereas up to 1973 
the Ministry of La- 
bour's job seeker/job 
offer index was per- 
manently above 1.0 
— meaning that there 
were always more 
jobs on the market 
than there were work- 
ers to fill them — the 
index now normally 
floats in the region 
0.6-0.7, implying a 
chronic shortage of 
jobs. 

But the simple pic- 
ture of a deterioration 
in the relationship be- 
tween supply and de- 
mand fails to cover 
anything like the 
whole picture. While 
the number of jobs in 
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THE SHIFTING WORK PATTERN 
in- (Employees by sector — '000 workers) 


Manufacturing 


11,750 
Source: Japan Institute of Labour. 








High-school students: no longer ‘golden eggs.’ 





manufacturing has stagnated, at just over 11 million since the 
start of the 1970s, the tertiary sector of the economy (mean 
ing everything from government and retail trade to banking, 
finance and the entertainment sector) has been rapidly ine 
creasing its intake. A breakdown by age, sex and education 
of the types of workers in the two main non-farming sectors 
of the economy presents an even more revealing picture 

In the fast-growing services. sector, women and 
especially part-time. women workers are increasing 
their share of jobs at the expense of regular male eme 
plovees. Men continue to predominate in industry. but 
the pattern of the 1960s and 1970s, which featured a 
serious shortage of high-school graduates to work on 
the factory floor, has changed drastically. In most 
companies, personnel depart 
ments now seem to have more 
trouble meeting their quotas for 
university graduates or for eme 
ployees with specialised qualifie 
cations. Ordinary high-school 
graduates, who were known ds 
"golden eggs" during the high- 
growth period of the 1960s and 
1970s have glutted the market m 
the sophisticated but slow-grow- 
ing 1980s. 

The net effect of the changes 
in Japan's industrial structure 
that have occurred over the past 
decade has quite clearly mor 
been to reward the group which did most to launch the 
post-war economic miracle and which also happens to con- 
stitute the nucleus of organised labour, the ordinary 
blue-collar worker. But even if the economy had followed 
a uniform pattern of development over the past 10 years, 
changes in the make-up of Japan's population would 
have transformed the job market and played havoc with 
some of the traditional methods of organising labour 

A sharp increase 
in the proportion of 
old people in the 
population has made 
nonsense of the old 
practice of consider- 
ing that so-called life- 
tme employment for 
full-time workers of 
larger companies 
could reasonably be 
expected to end at 55 
(instead, 60 is now 
considered a normal 
age for full-time 
workers to leave their 
first job and moves 
are under way in 
parliament to estab- 
lish 65 as the manda- 
tory retirement age). 
Meanwhile, at the 
opposite end of the 
age spectrum, indus- 
try and the services 
sector face the chal- 


Services 
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workers over the next few years as members of the so-calle 


- second baby boom enter the job market. 


Children of the second post-war baby boom, born in the 
years 1971-74, will start reaching working age in the early 


- [990s in numbers that will average around 560.000 (37%) 
-more a year than non-baby boomers in the years immediately 


preceding and following them, putting an immense strain on 
the employment capacity of industry at a time when the econ- 
omy is still likely to be growing slowly. First-generation 


boomers. born in the immediate post-war period and hitting 
the labour market in the late 1960s, also caused a strain. But 
| at that time gross national product was still growing at a rate 


- of more than 10% year and the ability of industry to soak up 
| workers was far greater — in relation to units of output — 


than it is today. 


he change in the pattern of labour supply and demand 
expected over the next five or 10 years may seem 





ed of arent paid Wolidays inci partes ——— 
(as opposed to those theoretically allowed under employ- 
ment contracts) from the absurdly low level of 8.8 days per 
person. 

Apart from persuading all kinds of workers to take more 
time off, the EPA believes that there will have to be a mas- 
sive increase in the ratio of part-time to full-time workers by 
the year 2000 if everyone is to have a share of the employ- 
ment cake. The agency quotes research which suggests that 
hardly any of today’s employers expect to be able step up 
their intake of full-time workers fast enough to keep up with 
the increase in supply predicted for the early 1990s. 

Rather than allow unwanted workers to swell the ranks of 
the unemployed, companies should reorganise 
so as to rely on part-timers for up to a third of 
their total workforce, the EPA savs, even if 
this means transforming the present system 
under which part-timers are excluded from 
many of the privileges of the full-time labour 
force. 

Researchers in institutions attached to the 
Ministry of Labour have been arguing not 
only that part-time work will have to increase 
drastically during the next decade if com- 
panies are to be able to afford to pay additional 
numbers of workers but also that job-sharing 
may have to become normal as well. The no- 
tion of splitting a skilled job such as that of 
computer operator between two female work- 
ers, one of whom works mornings and the 
other afternoons, at the moment appears 
anathema to most employers. But the “human 
resource supply" companies — businesses 
which have been booming in the past three 
years as Japanese companies increasingly 
farm out much clerical work to temporary 
staff — have been pushing the idea actively. 

A final recommendation of several recent 
labour-market reports is that Japanese work- 
ers may have to exchange lifetime lovalty to 
an employer for loyalty to a particular skill or speciality if 
they are to survive in the post- 1990 world of chronic labour 
surplus. 

he implication here is not only that regular job shifting 
may have to become normal as fewer companies find them- 
selves able to promote workers all the way up the lifetime 
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«4 bound to cause far higher unemployment rates than employment ladder. The EPA, for one, also seems to think 

| those of today. or at least to present Japan with a massive that the time may have come once and for all to discard the 

E bill for social security as more and more old people have to notion of the “company man" — making it possible for work- 

| be supported by the working population. In fact, Japanese | erstosee themselves as people rather than simply team mem- 

a planners seem determined to ensure that neither of these bers or cogs in a corporate machine. 

E. things will happen. Working into old age — in many cases The notion that individual workers will have to be ready 

| long after retirement from one's first job — has long been to move freely around the labour market as both the popu- 

—] considered a positive good, rather than a painful necessity lation structure and the industrial structure of "ap 

| | in Japan. The assumption seems to be that the custom should change during the 1980s and early 1990s cuts across ideas 

e be continued at all costs as the population of older people which are often seen as forming part of the basis of society. 

— | swells, even if Western nations such as West Germany and to say nothing of guarantee- 

B= the US follow the opposite course of lowering retirement ing economic efficiency. Yet 

| ages. there are already signs that all 

M As far as the absorption of younger workers into the three parties to R4 present ON OTHER PAGES 

—]1 labour force goes, the hope is that European levels of un- system — employers, workers Robotics... 51 

P = employment can be avoided by the simple device of spread- and labour unions — are Automation 54 

— | ing a given quantity of work among more people, thereby adapting themselves to the new Women 57 
once and for all demolishing the image of a “workaholic” ideas. Subcontracting —— 69 
Japan. A government report on the long-term outlook for By the year 2000 the Japan- Job-switching 70 
employment published recently by the Economic Plan- ese may still be living to work. NUS LE 74 
ning Agency (EPA) suggests an increase in the number of rather working to live as their Leisure 76 
annual non-working days over the next few years to around competitors in other industrial Unions —_______ 78 


140 from the present average level per worker of just over 
100. 

One way to step up the number of holidays, the EPA ar- 
gues, would be to put the whole of Japan on the five-day 
week that still seems to elude a majority of employers. 
Another urgent necessity ts said to be to increase the num- 





nations might prefer. But the 
Japanese concept of what con- 
stitutes a reasonable amount of 
dedication to one's employer 
promises to loosen up consid- 
erably. u 


Cover pictures: Robot and 
human workers on the produc- 
tion line; poster publicising part- 
time work. 


19 DECEMBER 1985 e FAR EASTERN ECONOMIC REVIEW 


mi 





: Hhough not an innovator in^ any major: ranch of 
| product, or even production: technological Japan has 

W consistently outdone ‘Western industriz 
putting new products or processes to‘ practical us 
semination of industrial robots throughout Japan 
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isa prime example of this trend. ^ ^^ ^ 
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|] 5 The major Japanese robot manufacturers lage 
| hind:their American — and even more their Sc. 
- counterparts in developing robot technology in th 
1970s: so much so that the first series of 
popularised in Japan, the "Unimate" spot-wel 
by Kawasaki Heavy Industries, was based on k 
veloped in the United States. Yet Japan's success at 
putting robots to work on the factory floor has been such that 
the Japanese now by far outstrip Western nations in most of 
the accepted league tables tor industrial robotisation. 
According to the Japan Industrial Robot Association 



















(JIRA) — an organisation which has vigorously preached the 
. cause of robotisation as well as keeping track of its progress - 
“a total of 67,300 industrial robots were at work in Japan at 


the erid'of 1984 as compared with 15,200 in the US and 19,700 
in Western Europe. In terms of production, the Japanese 
robotindustry turned out around 40,000 units (worth an esti- 
mated ¥240 billion, or US$1.2 billion) in 1984 as compared 
with 14.000 in 1979 - 





breaks and other government incentives, began to make in- 
dustry robot-conscious. | | 
Analysts of the Japanese robot scene. as well as of pro- 
gress or lack of it in the Western world, point out that — for 
two reasons — Japan's record may not. in fact, be quite as im- 
pressive as some of the figures suggest. One snag about com- 
paring the degree of robotisation attained by different indus- 
trial countries is that definitions tend to vary, with the Japan- 
ese notion of what constitutes a robot including devices such 
as manual manipulators and fixed-sequence robots, not nor- 
mally counted elsewherc. ; 
A second point made by specialists is that Japan still lags 
behind Sweden in the number of robots installed per indus- 
trial worker. However, even when these caveats are allowed 
for. the Japanese record looks impressive. On a narrow def- 
inition which excludes manual manipulators and fixed-se- 
quence devices, Japan had 14,250 robots at work at the end 
of 1984 compared with 4,100 in the US and 4,383 in Europe. 
Simple fixed-sequence robots and materials-handling de- 
vices are still widely used in small Japanese companies in 
place of the more sophisticated "playback" or NC-controlled 








robots that man production lines in big companies, 

But another set of figures published by JIRA indicates 
that the balance is shifting steadily upmarket. In 1978 fixed- 
sequence robots and manual manipulators accounted for 
86% by volume ahd 49% by value of the output of the Japan- 
ese robot industry. but by 1984 these ratios had shrunk to 
34% and 1276. A survey by JIRA suggests that by 1995 intel- 
ligent rebots, equipped with visual or tactile sensors and the 
ability to make "decisions" on the basis of information re- 
ceived, may have expanded to account for 20% of output (by 
volume), with the more primitive fixed-sequence and manual 
types shrinking t6 only 25% in volume terms. 

The success of Japan in climbing on the robot bandwagon 
a good deal faster than most other countries obviously owes 
something to government incentives. Since the early 1980s, 
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the year before a combination of exter-. 
nal pressures and internal prodding, in the shape of tax ^ 
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small Japanese companies investing in robots (or in « 
"mechatronics" devices combining electronic and mec 
cal engineering technology) have been allowed an: 
ated write-off period for tax purposes, f 

A government-sponsored leasing organisation, th 
Robot Leasing Co. (Jarol), which is partly financed 
cessional loans from the Japan Development Bank 
have helped to speed up the dissemination proce 
last count, Jarol had about 1,200 small-company 



































on its books, with specialists in welding, diecasting ar 
tic-components manufacture accounting for a large port 
of the total. 





y ut deliberate "guidance" from the top has certainly 
mie been the only factor that has enabled Japan to « 
i march on its competitors in the installation of ro 
The willingness of Japanese company-based labour u 
see robotisation as a necessary condition for the com: 
survival, rather than merely as threat to em ployment; 
been one reason Japanese motor and electronics make 
have been able to push forward rapidly with robotisation 
assembly lines (as well as of welding and paint shops in t 
case of the motor industry); The other side of the coin hus be 
management ingenuity iri seeing do it that workers displ 
by robotisation are either moved to better jobs in the 
division or provided with work elsewhere in the compa 

Small and medium companies, which now account 
estimated 28% of all robots at work in Japanese i 
have not had the option of shifting workers to other ¢ 
since most such companies are single-division: 
anyway. But the heavy reliance of small n 
part-time workers who can often be laid off at 
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Robot-building plant; robots in use in small workshop: rapid progress. 


notice has meant that in many small companies redundant 
workers can simply be asked to leave. According to a spokes- 
man at Jarol, a “typical” small welding company of the type 
which has been robotising its operarations in the past vear or 
two might have depended on part-timers for 80% of its work- 
force in the days before robotisation. 

The relatively low wages paid to part-timers mean that for 
many small companies the cost of installing a robot is still 
more than double the annual wage of the human worker or 
workers it is designed to replace. But with robot prices falling 
by an average of 10% a yearsince the early 1980s, the balance 
scems to be shifting steadily in favour of robots. This may be 
one reason some analysts expect small companies (with 300 
or fewer employees) eventually to replace large firms as the 
main source of growth in the domestic market for industrial 
robots over the next few years. 

A final reason for the rapid progress made with robotisa- 
tion in Japan may lie in the structure of the robot-building in- 
dustry itself. In contrast with the US and Europe, where 
robot manufacture appears to the preserve of a handful of 
specialised manufacturers, Japan boasts an estimated 250 
robot makers ranging in size from tiny "workshop" type com- 


panies with sales of a few hundreds of millions of ven a vear to 








diversified electronics giants such as 
Hitachi and Matsushita. 

Analysts at the Nikan Kogyo Shim- 
bun, a leading industrial daily. news- 
paper, estimate that no more than half a 
dozen or so of this number are likely to 
clear a profit on their robot operations 
in 1985. But for many unprofitable or 
marginally profitable operators, robot 
manufacture represents an investment 
in factory-automation expertise which 
could be useful on the company’s own 
production lines. 

In a handful of cases, including a few 
of the most profitable ones, major 
robot-makers are their own biggest cus- 
tomers for the machines they produce. 
A spokesman for Matsushita told the 
REVIEW that about 60% of the 
"Panasert" assembly robots so far pro- 
duced bv its robot-manufacturing divi- 
sion have been installed in the com- 
pany's own consumer-appliance fac- 
tories. At Fanuc, a top maker of NC- 
controlled robots, robots make robots 
in an almost completely unmanned fac- 
tory on the foothills of Mt Fuji, besides 
helping to assemble the NC machines 
for which the company is famous. 


company which claims that its 
robot division depends little if-at 
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all on its in-house market is 
Hitachi, Japan's biggest diversified 
electronics maker. But Kazuhiko 


Kobayashi, a division manager at the 
company's robot-systems division, 
explained that efforts to develop higher 
levels of performance by robots have 
done much to spur technological ad- 
vance in other divisions of the company. 

Hitachi's priorities in robot develop- 
ment at present include the design of 
robots that can be instructed in new 
tasks while still performing old ones — 
thus avoiding costly production-line 
stoppages. The company is also in- 
terested in finding new applications in 
the motor industry apart from the 
traditional welding and painting func- 
tions where the market has now almost 
reached saturation point. 

In contrast with their success in their home market, Ja- 
panese robot-makers still maintain a low profile overseas — 
with exports accounting for not more than about 20% of total 
sales. But there are signs that all this could be about to 
change. According to Jarol, exports have grown far faster 
during most of 1985 than sales on the somewhat depresesed 
domestic market, where the downturn in the electronics in- 
dustry has taken tts toll. 

From next year, at least one major company plans to start 
overseas manufacture on a joint-venture basis of robots de- 
signed for general-purpose use in the US motor industry. 
Other makers have been constructing networks of ties with 
Western mechanical-engineering companies, in many cases 
providing for OEM exports (exports of products bearing the 
foreign partner's label or brand-name instead of that of the 
Japanese manufacturer). 

Japanese robot manufacturers may not yet have acquired 
the reputation of its machine-tool makers for aggressive sell- 
ing and ruthless grabbing of other people's market shares. 
But the wav the industry has grown in Japan and the 





dvnamics of competition within it — suggest that the time 
— Charles Smith 


may not be too far off. 
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A ‘sixth sense’ 
gives Sweden 
an advantage 


though Japanese robots seem: poised to conquer the 
Avr. one Swedish robot maker. ASEA. has launch- 


ed a surprisingly successful! counter-attack in Japan. 

ASEA's main Japanese distributor, the long established 
Swedish trading company, Gadelius KK, declines to say 
exactly how many robots it has sold since the end of 1982 
when a factory was established in Kobe to assemble kits im- 
ported from Sweden. ASEA robots, however. have definitely 
established themselves in Hamamatsu, a city of 500,000 peo- 
ple in central western Japan which teems with small and me- 
dium subcontractors to the motor and motorcycle industries. 

Hamamatsu Boeki, a local trading company which spe- 
cialises in machine tools, sold 30 in the first 10 months of 1985 
and expects sales at the rate of five a month next year. The 
Swedish robots have caught on in Hamamatsu. says Yuugu 
Suganuma, Hamamatsu Boeki's mananaging director, be- 
cause they can perform six basic movements instead of the 
five to which most Japanese robots are limited. This makes 
them ideal for handling polishing or cleaning jobs on 
moulded metal components - something that was largely 
done by hand in the past. 

Designing and developing the interface between a 
Swedish robot and a Japanese machine tool can be a tricky 
business, Suganuma admits. But Hamamatsu has a three- 
man staff of experts working on interface problems for sub- 
contractors serving almost every major Japanese motor 
maker. On a recent day, the warehouse at the back of the 
company's head office building was littered with engine cast- 
ings, aluminium wheel hubs and other parts belonging to 
Subaru Motor, Toyota and even General Motors. which has 
taken to sourcing some of its components from Hamamatsu 
subcontractors. 

“If we can work out ways to robotise the production of 
these parts then we ought to be able to expect some orders." 
said Tetsuro Hirano of Hamamatsu Boeki's No. | machin- 
ery-sales division. 

"At Suzuki Kenma, a 180-man stainless-steel components 
maker on the outskirts of Hamamatsu city, ASEA robots have 
began to take over manual tasks in the past three years, 
though. production director Yasuo Sato says there is still a 
long way to go. Like most other companies of its kind and 
size, Suzuki is under pressure to cut costs continuously or 
face a cutback in orders from its manufacturing principal — 
in this case the Suzuki motorcycle manufacturing group (the 
presidents and founders of both companies share the same 
name but are unrelated). ‘ 

"Suzuki Motor expects a 3-5% annual cut in the prices of 
the parts we make for them,” said Suzuki Kenma's president. 
"We would like to pass on some of the cuts to our own 
suppliers but most of our subcontractors are tiny companies 
of three or five workers whose costs are tending to go up 
rather than down. That means we have to absorb most of the 
cuts inside our own factory." 





force thinner by having more and more machines 

looked after by the same number of operators. From 
about 1982, however, this process had been stretched to the 
limit, making robotisation the only practicable way forward. 
Sato said workers have, on the whole, welcomed robots be- 
cause looking after a robot which is servicing four machine 
tools tends to be a less "oily" job than feeding the machine 
tools directly. The first robot the company introduced dis- 
placed four manual workers who were re-employed in other 
departments. Later arrivals enabled the company to save 


T ere'h the 1970s, Suzuki Kenma spread its work- 
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SEA robots at work in Europe: six is better than. FINANCIAL TRAES 
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labour as the robots work 16 hours a dav — besides taking no 
time off for meals or coffee breaks. 

Sato says that a major problem with robots is the way 
Suzuki's Kenma's work load is split into “small lot” produc- 
tion of many different types of components. The company 
makes 800 different products altogether, including 3-400 for 
Suzuki Motor. This means that a robot working with, say, 
four machine tools has to be capable of making a rapid switeh 
among at least eight different products to avoid overproduc- 
ing and building up expensive inventories. W orking out ways 
of "grouping" machine tools and teaching the robot how to 
change jobs faster is one of the main challenges involved in 
robotisation, said Sato. 

An ASEA robot of the kind used at Suzuki Kenma costs 
around Y 12 million (US$60,000) to buy and install. roughly 
twice as much as a Japanese robot, but Suto says there simply 
were no Japanese robots capable of doing the same work at 
the time Suzuki made its purchasing decision. From the view- 
point of Hamamatsu Boeki, the attraction of selling ASEA 
robots lies in the margin. Some years ago the company gave 
up handling robots produced by Shin Meiwa, a medium-sized 
engineering company which specialises in flying boats, be- 
cause it found itself continuously forced to accept zero or 
negative margins in order to make sales. "With ASEA we 
can set our own price and stick to it.” said Suganuma 

The increasing competitiveness of the Japanese robot 
market — and the technical advances made by Japanese 
makers — could threaten this position. But for the time being 
it is not only the Swedes who have a vested interest in seeing 
a non-Japanese name in the market — Charles Smith 


53 











| 





— m — — 


] ar OMATION 
Office flowers 


are becoming 
techno ladies 


By Nobuko Hara in Tokyo 


apan's Ministry of Post and Telecommunications has 
this year set up no fewer than 10 committees to look into 
the question of office automation. The Ministry of In- 
ternational Trade and Industry has started three study 
groups on the same subject. And these are only a fraction of 
| the total in existence. In the past three years alone, the Japan 
\ Business Machine Makers Association (JBMA) has counted 
50. Advanced technology and the question of how best to in- 
troduce it in offices dominate the attention of company man- 
agers and civil servants alike. Office automation is rapidly 
developing into a social phenomenon as well as a technolog- 
ical one. 

Office automation itself is nothing new in Japan, but it is 
now taking on a new dimension. 
Domestic-market sales of word 
processors, personal computers 
and facsimile-transmission ma- 
chines (very popular in Japan be- 
cause they are ideal for sending 
handwritten documents) doubled 
between 1980 and 1983, when they 
totalled ¥939 billion (US$4.7 bil- 
lion). Today nearly 90% of Japan- 
ese firms, large or small, have 
some form of office automation. 

But large corporations and gov- 
ernment offices are now focusing 
their attention on developing ad- 
vanced communications networks 
and data-processing systems. This 
trend was partly prompted by de- 
regulation of the Japanese telecom- 
munications market, which will in- 
crease the scope for using en- 
hanced network services and make 
electronic communications sys- 
tems easier to install. In addition, 
Nippon Telephone and Telecom- 
munications (NTT) began a 20 
billion INS (integrated services di- 
gital network) experiment last year, demonstrating the shape 
of things to come in the so- called advanced information age. 


So far, very little complaint has been voiced against auto- 
mation by unions representing clerical workers. A debate 
over the effects on the sight of sitting in front of monitor 
screens has been virtually the only problem taken up so far in 
debates with management — leading to the issue of a series of 
guidleines by the Ministry of Labour. But the fashion for au- 
tomation has yet to,penetrate to management, where its ef- 
fects could be wider and more drastic. 

The general fear is that middle-aged men, who are much 
more at ease with a brush and ink than a word processor, will 
not adapt easily to the computer environment. Ministry of 
Labour surveys, however, indicate that half of them are con- 
fident of their ability to keep up with the change. "There is an 
air of optimism in office automation. It is so characteristic of 
Japan," says a spokesman for JBMA. “[Workers] seem to 

feel that they can acquire any skill that may be necessary pro- 
i vided they work hard.” 
The complicated Japanese language does mean, however, 
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Captain videotext machine: a revolution. 


| that miopa to use a J apanese opens —— is — hard- 


er than learning to use an — version. Whereas 
it may take only a matter of days, or even hours, for a typical 
American to get used to a word processor, it takes a month 
(of half an hour of practice a day) to be as fast with a word 
processor as with longhand tn Japanese, according to an in- 
structor at NEC Corp. “Most people still prefer handwrit- 
ing," says JBNA’s Saito. 

The language barrier also delayed the introduction of Ja- 
panese word processors. Developing technology for input- 
ting a language that uses thousands of Chinese characters as 
well as 50 phonetic symbols was no easy task. A Japanese 


word processor has to be a far more elaborate piece of 


hardware than an English one with the same capacity, But 
falling prices, coupled with technological improvements, are 
making office-automation machines much more accessible. 
“In the past three years, prices of OA machines have 
halved while their capacity has increased three-fold,” said 
Saito. And this year saw the start of a price war among port- 
able word-processor manufacturers. For the first time, the 
price of portable word processors has dropped below 
¥ 100,000, This year, no fewer than 750,000 word processors 
are expected to be sold in Japan, most of them portables, 
By 1993, Japan’s “keyboard population” is likely to reach 
15 milfion, equivalent to half the white-collar population, 
and more than 10 times the 1982 figure. Yet this impressive 
figure compares poorly with the US, where, by 1986, 70% of 
some 56 million American white- 
collar workers are expected to be 
using video display terminals. If 
these figures are taken as an indi- 
cation of the degree of office auto- 
mation, Japan is still a long way 
from catching up with the US. 
Successful ex amples of office 
automation in major companies 
are numerous, but in nearly.every 
case success seems to have de- 
pended at least as much on the 
training programmes adopted by 
management as on the amount of 
investment in hardware. At 
Honda’s new Tokyo headquarters, 
where all offices are now linked by 
video conference systems and. a 
videotext information nelwork, 
new recruits are required to 
undergo a gruelling two- 
month training programme 
in the mysteries of office 
automation.’ The programme 
starts with classroom instruction 
w| and continues with on-the-job 
training at company headquarters. 
Kao Corp., a major soap manufacturer, and NEC, Corp. have 
similar schemes, though not quite as exhaustive as that of 
Honda. 


tory automation, has been one of the first to face up to 
the computer allergy of middle-aged workers. In May, 
all the managers and a large proportion of clerical staff, total- 
ling 7,500 or nearly a third of the workforce, received an 
order to take weekend computer and word-processing class- 
es. The company plans to complete this massive re-training 
programme within two years. It also aims to picking out 
“computer-friendly” people for further training. Sumitomo's 
basic aim appears to be to repeat the success of factory auto- 
mation with office automation. The company has plans to in- 
stall enhanced network systems and advanced communica- 
tions networks. *We are preparing for the intense competi- 
tion in the advanced information age," said a company 
spokesman. 
As an example of comprehensive automation of a new of- 


3 umitomo Metal Industries, one of the pioneers in fac- 
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fice building, the new Toshiba MUN ers in southern 
| Tokyo stands out. Toshiba's 40-storey headquarters at 
| , Hamamatsucho uses optical-fibre cables to link 40 work sta- 

tions and 1,200 personal computers, besides enabling the 
7.000 head-office employees to buy meals with magnetic 
cards instead of cash in the company canteen. Increases in 
productivity as result of all this are hard to measure, said 
Masaki Aoki, an official of the Toshiba Information System 
Department but “at least women now spend less time 
walking around carrying documents from one section to an- 
other." 

One of the earliest starts in office automation was made 
by Okamura Seisakusho, a Tokyo-based furniture maker 
which started installing its computer network 15 years ago. It 
now services its US$250 million-a-vear business with 330 
computers in 58 offices linked to a single host computer. In 
the accounting section six workers do stocktaking work that 
was formerly assigned to 30. Three clerks use computers to 
handle the payroll of the company's 2.200 employees. 
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he rush to automate clerical jobs previously performed 
by hand has inevitably created redundancies in Japanese 
offices — causing companies such as NTT, or even spe- 
cialised enterprises such as Asia Air Service (a major aerial- 
survey equipment manufacturer) to develop new lines of 
business in order to soak up employees. A still more-impor- 
tant effect of automation has been to change the pattern of 


i 


Initiation ceremony for new workers: clerical jobs are disappearing. 





office recruitment. In the past five vears tens of thousands of 
clerical jobs in banks and financial institutions once handled 
by high-school leavers have been taken over by computers. 
At the same time, the number of skilled-employment oppor- 
tunities in the same companies has risen — particularly in the 
computer field itself. 

A final point about the impact on employment of the rev- 
olution in office automation is that full-time "office lady" 
clerks are increasingly being displaced by staff supplied by 
temporary agencies (page 57). In an age in which companies 
have to spend more and more on computer specialists to keep 
their new systems working, using temporary staff in place of 
full-time clerks has turned out to be an important method of 
cost cutting. But at the same time, clerks have to be more 
technologically minded. 

"Women's jobs used to be just answering a phone, filling 
out forms and calculating with an abacus,” said Yoshinobu 
Kobayashi of the Japanese Federation of Electrical Machine 
Workers’ Union. All that is becoming the thing of the past: 
"office flowers" are making way for “techno ladies." Oo 
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International — 
first for the 


Holiday Inn 


\sia/Pacific 
scores another region with 
Holidex il 

Now, the world’s largest privately-owned 
computerised hotel reservation system is mist a 
phone call away. Holidex II offers all our hotels 
the capacity for instantaneous reservations. 
around the clock, around the globe. Pick up the 
phone and link yourself to Asia's largest. most 
sophisticated hotel chain 





* Holiday Inn with instant 
A — reservations. 
--e Holiday Inn puts the world within your reach. 





Molidas 
International - Asia /Pacif 


For further information and reservations, contact vour travel agent. 
any Holiday Inn or our Regional Director of Sales 
c/o Holiday Inn Harbour View Hong Kong 
TST PO Box 98468, 70 Mody Road. Kowloon Hong Kong 
Tet: 3-7215161. Telex: HX 38670, Cable: INNVIEW 


Holiday inn Hotels in Asia 
Bombay * Colombo + Golden Mile Hong Kong * Harbour View Hong Kong 
Islamabad * Johor Bahru * Kanazawa * Inn On The Park Kuala Lumpur 
Karachi * Kuching * Kyoto * Manila * Nagasaki + Nankai-Osnka 
Narita * Penang * Park View Singapore * Royal Singapore + Tokyo 
Tovohashi * Yokohama 
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"K"Line Doing It Big. 


Doing It Better. 


The bedrock of "K" Line's 
big service is "K" Lines big 
capacity; A 10-million-ton fleet 
of 200 ultramodern ships plying 
30 global routes, including five 
between the Far East and the US. 
Over 60,000 containers. 

And every advanced shore 
facility imaginable. "K" Line's 
fully computerized on-line sys- 
tem, for example, pinpoints your 
cargo location at anytime and 
collects marketing data from 
around the world to make 
advance studies on products 
destined for success. Our 


Your bridge to better business 


documentation system mini- 
mizes paper work. And our own 
container terminals, also com- 
puter operated, ensure maximum 
efficiency. 

In fact, "K" Line developed 
containerization in Japan and 
holds the lead to this day. 
Another big factor is our inter- 
modal system. By combining 
different modes of transporta- 
tion we get your cargo on the first 
ship out. One B/L does it all, door 
to door. We work independently 
or in tie-ups with consortiums — 
whichever ensures the fastest, 


e Containerships e Specialized Carriers e Car Carners e Tankers e LNG/LPG Carners 
General Agen! in Hong Kong: Kawasaki (Hong Kong) Ltd., Hong Kong Tel: 5-256131 


most frequent sailings. 

Doing it better also takes a 
big commitment. And "K" Line 
has it — from our highly quali- 
fied, conscientious people and in 
our devotion to meeting ship- 
pers' needs. 








in K LINE 


KAWASAKI KISEN KAISHA. LTD 





345 @ FAR EASTERN ECONOMIC REVIEW 


Part mers are 
the second 
secret weapon 


apan's celebrated lifetime employment system, under 

which full-time workers at big companies are virtually 

guaranteed that they will not be laid off or dismissed in 
any event short of the firm's bankruptcy, would be unwork- 
able but for the existence of two little-noticed but vitally im- 
portant safety valves. The first — acceptance by workers of 
very high average overtime working hours — is a device for 
restricting a company’s labour force in relation to the volume 
of work to be done, which in turn means that fixed labour 
costs are less of a problem in recessions. 

The second "secret weapon" in Japan's labour armoury is 
extensive use of part-timers, Part-time workers (commonly 
referred to by the English rather than the rather long-winded 
Japanese expression) have the unique advantage from the 
employers’ viewpoint that they can be dismissed at the end of 
employment contracts, which never exceed a year and are 
as often as short as two or three months. In most if not all 
cases, they also save money by not earning enough to qualify 
for employer's social-security contributions, and by not de- 
manding — or at least not getting — annual paid holidays. 

In terms of hourly wages, part-timers in some industries 
earn almost as much as full-timers. But the twice-vearly 
bonuses which make up an important part of the regular em- 
ployee's pay packet are frequently skipped wholly or in part 
in the case of of part-timers. So are company allowances for 
such things as housing, on the assumption that the part-timer 
is either not the main wage earner in his or her family or, if he 
is, has other sources of income aside from his part-time em- 
ployment. 

Part-time workers may be students working their way 
through university or (in a declining number of cases) farm- 
ers who have taken jobs in industry to eke out their earnings 
during the slack season for agriculture. But an overwhelm- 
ing. and growing, proportion of the part-time labour force 
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T HOW PART-TIME EARNINGS DIFFER 


27.2 


18.5 
13.1 


Source: Ministry of Labour. 


now consists of women. Female workers, according to re- 
searchers at the Ministry of Labour's Employed Workers Re- 
search Centre now account for 80-90% of the total part-time 
labour force, with women aged 35 and over representing 
55% of the total. 


n contrast with the recent annual increase in the overall 
[sz of Japan's labour force of less than 1*5 per year, the 
number of female part-timers has increased by 7-875 a year 


since the start of the 1980s. A continuation of this tre nd could 
lead to a majority of female workers, and perhaps as much as 
one-third of the entire Japanese labour force, being part-tim- 
ers by the year 2000. But analysts in the ministry and in uni- 
versities admit there are problems about this trend. One is 
that, as a group, part-time workers fall almost completely 
outside the various legal and institutional regulations which 
protect workers from exploitation in Japan 

A second point ts that while some Japanese industries, 
such as the retail and 


wholesale trade sector. 
have already reached a 
point at which part-timers 


equal or outnumber regu- 
lar employees, others have 
been cutting back on part- 
timers as part of the pro- 
cess of factory automation. 
One of the reasons Japan's 
electronics companies have 
been able to install robot 
assembly or insertion 
machines faster than their 
competitors in the West is 
that many of the displaced 
workers were part-timers, 
according to a sales execu 
tive in the Nippon Robot 
Leasing Co 
Overall emplovm 

part-timers in Japanese 
manufacturing industry has 
grown in absolute terms 
over the past decade pe 
electronics giants such a 
Matsushita appear to have 


REVIEW DIAGRAM by Frank Tam 
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Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
gion's future but affect the entire world. The Asia 1986 
Yearbook does more than cover these events — it com- 
p piles, analyses and interprets them. No businessman 
C in afford to ignore them. Nor can any professional or 
scholar or anyone who has dealings with Asia. Decide 
for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
fingertips as does the Asia Yearbook. 

Now In Its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 
and more comprehensive than ever before. Matching 
the rapid pace of Asian development, it goes into great- 
er detail, with greater insight — a book which everyone 
Sy 9 needs to know about Asia must have on the book- 
shelf. 































Fee ures 

The Asia 1986 Yearbook includes two new chapters — 
covering a historic year in South Asia, and analysing US 
i Avolvement in Asia — but you will find familiar chapters 
and features as well: a portrait of The Region, The 
Power Game, Population & Food, Development Banks, 
| A jan Finance, Asian Investment, Commodities, 
ergy, Aviation, Shipping, Fishing, Trade & Aid, the 
EP Pacifi ic, Asian & Pacific Organisations, and a round-up 
€ f the year’s news stories. 


As in the past, the Asia 1986 Yearbook has an abun- 
ce of charts, tables and graphics to illustrate the 
material, including a full military profile of each regional 
country. 

The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 
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. Country-by-Country Analysis 

. Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
- leading public officials. The Asia 1986 Yearbook gives 
.. you localised, first-hand information on everything from 
_ market potential and population trends to foreign aid in- 
ioivement and social and cultural landmarks. Each 
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country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest th or 

out the region. This leading team of writers, a 
experts and research staff contribute (as they havi ag 
ularly for 27 years) to keep the Asia 1986 Ye 

top of events. To give you Asia minus the myst 

minus the myth. To give you Asia as only the Far — 
ern Economic Review can. ` 


Soft Cover: HK$170/US$23. 95/£20/S$49. 50/M$56. 50 
Hard Cover: HK$200/US$27.95/£23.75/S$58. 50/M$67 | 
For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 


RU uS ca: aes me ee 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 





indicated. | enclose a cheque/postal order for 
Name 


| 

i 

lease rush me copy/copies of the Asia 19 ea as 
| P f the As 86 Yearbook 

| Address 
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Asia 1986 Yearbook (Soft Cover) 
Price: HK$170/US$23.95/£20/S$49.50/M$56.50 each | 


No. of copies O by surface O by airmail* 


Asia 1986 Yearbook (Hard Cover) 
Price: HK$200/US$27.95/£23.75/8$58.50/M$67 each 


No. of copies © by surface O by airmail* 


*For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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been running down their numbers of | —— while small 
companies — which pay less well and are more likely to ex- 
ploit their workers’ vulnerability — have been increasing 
their intake. In wholesale and retail trade, meanwhile, the 
number of part-time women employees jumped from just 
over 500,000 to 1.18 million between 1974 and the end of 
1984. As a result about 36% of all female part-time workers 
are now working in the distribution sector, compared with 
27.7% in 1974. 

In order to regularise the position of female part-timers. 
and prevent the emergence of what one source describes as à 
new kind of dual economic structure in Japan, both the 
Ministry of Labour and the two largest national trade-union 
federations have been busily issuing guidelines and drafting 
policy platforms during the past year or so. The ministry un- 
veiled a series of “principles” to be followed by employers of 
part-time workers in December 1984 and followed this with a 
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"Part-timers? Weck” 
phasis was on trying to induce employers to sign written con- 
tracts with their part-time workers. 

At the General Council of Trade Unions (Sohyo) a deci- 
sion has been taken to put forward wage demands on behali 
of part-timers as well as regular workers in the 1986 "Spring 
Wage Offensive," even though part-timers are not normally 
members of the company unions which make up the bulk of 
Sohyo's membership. A Sohyo spokesman told the REVIEW. 
however, that enthusiam for championing the rights of part- 
timers was a good deal cooler at the grassroots of the about 
movement than at the top. "Until a vear go most of 
our members either opposed including part-timers in uni s. 
or were against taking up their problems with managament 
the spokesm: in said. A change of heart had aken place as 


or two g 





regular workers gradually realised that employing part-tim- 
ers might be essential to the long-term health ol their com- 
panies, and thus to their own job socu- 
rity. 
At the Japanese Federatioi | CX 
tile, Distributive and Allied Industry 
Workers’ Unions (Zensen Domei) am 
attempt has been under way for the 
past three vears or so to persuade 


member unions to enrol part timers in 


their ranks but according to Naoto 
Ohmi, the federation's labour-poliey 
secretary, progress has so far been only 
slow to middling. Ohmi estimates that 
about 30,000 out of some 170,000 part- 
timers working at companies it covers 
have so far been unionised, includ 
ing about 15,000 workers with special 


skills earning more than regular part 
timers. 
Failure to raise the rate of unionisa- 


tion higher than this, Ohmi said, was 
due very largely to lack of interest by 
part-timers, many of whom find it in- 
convenient to turn up tor umon meet 


ings held outside their normal working 





hours. Regular workers also seemed to 
be reluctant see part-timers unionised, 
Ohmi said, though many avoi d suv 
ing so openly 
n ironic aspect to the debate over 
part-time work and the alleged 
exploitation of some of those im 
volved is that opinion polls taken DV Or 
ganisations like the Ministry of 
Labour's Employed Workers Research 
Centre suggest that part-timers are 
often less dissatisfied with working con- 
ditions than their full-time colleagues 
Most surveys show that 80-90" of mid 
dle-aged housewives want work 
part-time rather than full-ti [he 
surveys also suggest that at least 50% 
are “reasonably happy” wit! ir jobs 
(against fewer than 50% regular work 
ers). Part-time workers ni ways 
live close to thei workplaces accord- 
ing to surveys, whereas full-time work 
ers, espectally in lokvo mav be laced 
with an exhausting 90-minut even 
two-hour journey to and from work 
Another key attraction of part-time 
work for housewives is the ability te 
regulate earnings so as to stay below 
the *900.000 (US$4.500) per year 


minimum at which married women 
wage earners become liable for income 
tax. Many employers complaM® that 
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in November 1985, in which the em- 


daily- or weekly-paid part-timers whose wages are nudging 
that level develop a tendency to “fall sick” in the last few weeks 
of the year. Employers, however, also benefit from keeping 
part-timers’ earnings below the ¥900,000 floor level. Work- 
ers who are exempt from paying income tax are normally also 
excluded from the three main insurance schemes (national 
health insurance, old-age pension and unemployment insur- 
ance) which make up Japan's social security system, and 
companies which employ them save the half-share of these 
payments which they must make on behalf of full-time work- 
ers. 

A solution to the problem of female part-timer workers 
advocated by some analysts is that more women ought to be 
- admitted into the ranks of Japan's permanent labour force 
But for married women in their 30s who want to return to 
work after an interval of child rearing, this often looks unat- 
tractive. The system of basing the wages of permanent em- 
ployees on seniority within the company rather than on ex- 
| perience or skills means than a 35-year-old woman who starts 

work for a new employer may have to accept the same wage 
| as an 18-year-old high-school graduate. 
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\nother problem is that — despite the |: pcs of an 
Equal Opportunities Employment Law in 1985 — women re- 


main at a severe disdavantage compared with men when it 
comes to meeting the demands of a full-time employer. The 
new law (which actually comes into force on | April 1986) 
abolishes a system under which overtime work by female em- 
ployees was limited to two hours a day and allows women to 
work the same number of additional hours as men. Since 
most married women are unlikely to be able to accept the de- 
mands to work very long overtime that are taken for granted 
in the case of male employees the new law could discourage 
women from taking up full-time jobs, according to some 
commentators. 

Fhe general verdict on the part-time employment system 
would appear to be that it can, should, and often does work 
to the advantage of both sides, but the fact remains that 
women part-timers, especially in small companies, remain 
highly vulnerable to exploitation by employers. Getting con- 
trol of this situation may be one of the biggest problems in- 
volved in the current overhaul of the Japanese employment 
system. 
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'Helping 
people is a 
good feeling’ 


By Bronwen Jones in Tokyo 


status of women, but her first big case, 
in her first year of work, turned her at- 
tention to human rights and underdogs 
of either sex. 

Heading a team of three lawyers, 
Igarashi defended a man who suffered 
three broken ribs in a clash with police 


known as the “shrimp-beating inci- 


dent." The man was assaulted while 
bent backwards, hands bound to feet, 
in a police cell. One officer — the 


scapegoat for several, she says — was 
convicted of assault. 

Shocked at the police violence and 
police lock-up conditions, Igarashi has 
since spent much time, and even her 
own money, defending murder sus- 
pects and bringing civil actions for 
rights abuses. She is well known in 
Tokyo's small circle of human-rights 
activists. 

Her activities have also included 


| c66 Fine part-timers have taken 
over from Japan's farming-vil- 
lage labour pool of yesteryear. The vil- 
lages were nuclei which disgorged 
workers in good times and reabsorbed 
them when they trudged back home in 
times of unemployment and de 
sion. Now women, hired and fired at 
will, are providing a cushion for chang- 
ing labour needs," says Futaba 
Igarashi, 53-year-old full-time lawyer, 
mother and homemaker. 
e “When workplaces become suffi- 
=- ciently automated, the labour force as 
a whole will decrease, and until that 
happens female part-timers will be 
preserved as a buffer for the conveni- 
. ence of the business world, as a policy 
— | of the LDP [the ruling Liberal Demo- 
| cratic Party ]." Ig says. 

“Women themselves will continue 
to choose part-time work rather than a 

— full-time career because of their obli- 

— | gations in the home. But their condi- 

tions as part-timers will not improve 

until they begin to see themselves as 

true members of the workforce, as 

making a worthwhile contribution 

—* * be -time and as true 

0 ty, and stand up for 
their rights as such." 

Igarashi, a veteran of the law 
courts, has juggled home and work 
penis ine dent and hes 
versity's law t too 
first job in 1967 in a Tokyo law office. 
She is one of only 618 female lawyers 
in Japan’s total of 12,930 lawyers. 

dgarashi has strong views on the 





community protest. Igarashi worked 
with her second husband helping resi- 
dents fight adverse environmental 
changes and together they set up the 
Community Legal Centre at their 
home near Toritsu University. 
Igarashi became pregnant with her 
only child, a son, at 39, temporarily re- 
tiring and leaving the centre since then 
to her husband. 

Since losing a grisly rape and mur- 
der case in July, i has turned 
her energies to defending Kazuyoshi 
Miura, c with attempted mur- 
der of his wife for Y 155 million insur- 
ance. No other well-known lawyer 
wants the job so she must do it. He has 
the t to a lawyer, she says. 

en through with that, she will 

bring a civil action against the police 
for inviting about 200 media represen- 
tatives to record Miura's arrest and 
| displaying him for photographing and 
| filming. The coverage was enough to 

| influence a judge's decision, she says. 

| Even with this workload, Igarashi 

“keeps working on a book of 10 crimi- 

p > nal cases. The daughter of an artist 

^ with a French literature degree as well 

—" — as a law degree, she also likes to write 
short stories and poetry. 

V Mad n is on the go from 
cooking breakfast to writing up legal 
documents after cooking disset, 
Igarashi has no plans to quit. “I want 
to work, if possible, until I die. I love 
to work. Helping people in trouble is 
an extremely good feeling," she says. 
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World banking 
is our business 


The BNP Group provides 

a comprehensive range of banking 
services in Asia. 

In Japan, we are present in 

Tokyo: BNP Branch and Financial 
Representative Office, 

Osaka: BNP Branch. 


We are also present in 
Hong Kong, India, 
Indonesia, Korea, Macau, 
Malaysia, the People's 
Republic of China, 
Philippines, Singapore, 
Taiwan and Thailand. 


BANQUE NATIONALE de PARIS 


16, boulevard des Italiens - 75009 PARIS 
Telephone : 42.44.45.46 - Telex : 280605 
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TRY A LITTLE HELP FROM A FRIEND 


elping you score a birdie is not what personal other products to be as compact, rational, portable, 


computers are ordinarily designed for. cost-efficient and responsive to your needs as 
At Epson, we think it should all be part of what possible. We make them technologically advanced, 
a computer can do. endow them with the most sophisticated features 
Like everybody else, we and capabilities, and at the same time design them 


believe your personal com- 
puter should provide you 
with the utmost efficiency. 
But we also think it's equally F 
important to make it 
user-friendly and easy to operate. 
After all, wnat good is technical 
efficiency if you can't utilize it to 
your advantage? 
And that’s why we design our 
personal computers, printers and 


to be handy to use and take around. 

That way, you can depend on them even in the 

most unlikely situations. 

Bunkered? Try a little help from your 
/ Epson. It may be all you need to win. 





paged EPSON LAT Head Office 3-5, Owa 3 me, Suwa-s! * a ipan Te 62-4 EPSON nag iar sam acacia NEI pee N Maritime Square 
| t K. 39 EPSON ELECTRONICS 1 — LTD F Far East} j tral, Hong Kong 
"EPSON ELECTRONICS ‘TRADING LTD. (TAIWAN BRANCH) BF, K Taipei. Taiw f. 21538-4339 6248/9 Telex: 2444 





More than the world’s 





Sumitomo Metals has established a 
reputation as an innovative developer and 
integrated manufacturer of high quality 
steels, supplier to an extraordinarily wide 
range of industries, from construction 
and transportation to energy resource 
recovery and beyond. 

But that's only part of the Sumitomo 
Metals story. Sumitomo Metals has also 
become well known as a provider of 
engineering assistance, the type that 
companies often require to undertake 
mammoth steel construction projects. 

In addition, Sumitomo has helped 


6th largest steel maker. 





companies —and even countries — 
improve their steel making capability 
with state-of-the-art technology. 

And today, Sumitomo Metals and the 
more than 80 affiliated companies of the 
sumitomo Metals Group are going 
beyond steel production, exploring many 
challenging and exciting new fields like 
electronics, special metals, coal energy 
and more. 

So the next time you see the name 
“Sumitomo Metals", please take note. 
Were more than the world's 6th largest 
steel maker. 


€ SUMITOMO METALS 


I SUMITOMO METAL INDUSTRIES, LTD. Tokyo & Osaka, Japan 
SINGAPORE OFFICE: 6 Shenton Way #39-03, DBS Building, Singapore 0106 Phone: Singapore 220-9193 / Telex: 21194 
MAIN PRODUCTS: Tubes & pipe, flat rolled products, bars, shapes & wire rods, rolling stock parts, steel castings & forgings, and a wide range of steel products and new materials 
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Make Daiwa 
the Keystone of Your Business. 


And that's where Daiwa Bank can help. 

We're the only city bank in Japan to combine banking and trust businesses. 
Which means we can offer you a fully integrated range of services. General 
Banking. International Financing. Real Estate. Trust. And Pension Trust — where 
our share is No. 1 in Japan. 

What's more, we're never very far when needed. Throughout Japan we're 
doing business out of more than 180 offices, with headquarters in Osaka and 
full activities in Tokyo. Internationally you'll find our branches and representative 
offices in key cities throughout the world. 

So if you're interested in building business, come to Daiwa Bank. 

Its a solid place to start. 


a fully integrated banking service 





Head Office: 21, Bingomachi 2-chome, Higashi-ku, Osaka 541, Japan 
International Banking Headquarters (Tokyo Office): 1-1, Otemachi 2-chome, Chiyoda-ku, Tokyo 100, Japan 
Overseas Branches £ Agency: London, New York, Los Angeles, Frankfurt, Singapore & Hong Kong 
Overseas Representative Offices: Sydney, São Paulo, Houston, Paris, Panama, Bahrain, Mexico, 
Vancouver, Jakarta, Seoul, Beijing, Chicago, Kuala Lumpur, Zurich £ Shanghai 
Subsidiaries: Daiwa Bank Trust Company, New York; Daiwa Finance Ltd, Zurich: Daiwa Overseas Finance Ltd, 
Hong Kong; Daiwa Bank (Capital Management) Ltd, London 
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For Future Generations 


These smiling children are the hope of Asia. They dream of the future and, 
like all children, they are eager to grow, eager to learn — if given the chance. 
We at Kobe Steel understand 
what their faces reflect: Nations striving to build a future rich with opportunity. 
And we are helping them —— and you —— through technology transfer, 
industrial projects, and the supply of industrial goods. 
We know the future depends on it. 


KOBELCO 


Wherever you find progress 





<> KOBE STEEL, LTD. 


TOKYO HEAD OFFICE: Tekko Bldg., 8-2, Marunouchi 1-chome, Chiyoda-ku, Tokyo 100, Japan/ Tel: (03)218-7111/ Telex: 222-3601 KOBSTL 
SINGAPORE OFFICE: = 22-02 DBS Bidg., 6 Shenton Way, Singapore 0106/Tel: 221-6177/Telex: RS 23338 KOBSTL 
KOBE INTERNATIONAL (S) CO., PTE. LTD. : 60 Pandan Road, Jurong, Singapore 2260/Tel: 264-2444/Telex: RS 26574 KISCO 
Offices also in New York, Los Angeles, Dusseldorf, London, Mexico City, Bahrain and Melbourne 


KOBELCO is under application for worldwide trademark registration. 


c 


‘ i es ar Al os — 1 n ' 
Vice MIUI inum ana ODDO! IOW Vila \ eI ] 2d 








Chiyoda is one of the world’s leading integrated engineering companies with a vast amount 
of experience in the field of plant construction and engineering in all parts of the globe. 


Several thousand Chiyoda-built plants 
are in operation in more than forty 
nations producing a wide range of 
chemical, petrochemical and other 
essential products in the service of 
industry worldwide. 

Our 37 years of experience in plant 
construction have given us the 
expertise and knowhow to build 
plants precisely engineered to meet 
your specific requirements. 


Mita Kokusai Bldg 
Tokyo 108 Japan 
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& CONSTRUCTION CO. LTD 


Minato-ku 


Chiyoda provides design, engineering, 
procurement, construction and training 
services in the following fields: 


Petroleum Refineries «Gas Processing 
Plants «Chemical Plants «Fertilizer Plants « 
Petrochemical Plants » Gas Shipping/ 
Receiving Terminals « Other Processing 
Plants « Alternative Fuels « Environmental 
Preservation«Bio-system Technology «Infra- 
structureesNuclear Energy «Power «Mecha. 


tronics «Information and Communication. 


SUBCONTRACTING 


The unsung heroes 
of manufacturing 
face new strains 


small, cheaply built two-storey building in the heart of 

Tokyo’s cut-price electrical-goods retail centre serves 

as a operation centre for much of suburban Tokyo's in- 
dustrial machine. There is neither a lift to the centre's first- 
floor office, nor a receptionist to greet guests. An animal 
health-inspection office is housed on the ground floor. The 
centre's proper name is the Tokyo Metropolitan Small and 
Medium-Sized Enterprises Promotion Public Corp., though 
there is nothing in English to tell the visitor that. Shiny 
foreign-language brochures and other decorative trimmings 
of modern corporate Japan are not affordable luxuries for 
this corporation. 

With à staff of just 30, the promotion corporation in effect 
acts as matchmaker for about 15,300 subcontracting or 
shitauke companies. These are the backbone of manufactur- 
ing industry, churning out parts for small-lot orders of bigger 
brand-name manufacturers. The corporation introduces the 
big companies and the shitauke subcontractors, ensuring or- 
ders flow to the subcontractor most qualified to carry out the 
work. 

Other supportive roles include the publishing of a news- 
letter which advertises subcontractors’ specialities, advises 
on tax, industrial and legal matters, and traces business 
trends to alert subscribers to changes in the commercial envi- 
ronment. A network of 16 smaller advisory offices scattered 
throughout Tokyo takes the corporation's activities nearer to 
those who need them. Similarly, government-funded sub- 
contracting enterprise-promotion associations operate in 
each prefecture. 

Because of the high dependence of many exporting man- 
ufacturing companies on smaller shitauke companies, the 
promotion corporation is busy these days attempting to less- 
en the potentially devastating impact of a stronger yen on 
thousands of them. Traditionally, big manufacturers re- 
main export competitive by cost-cutting, but the companies 
which cut costs in most cases are downstream in the multi- 
tier subcontracting structure, according to Yoshi Umemoto, 
a senior counsellor at the Tokyo promotion corporation. 

The sharp appreciation 
of the yen in the past two 
months means that some- 
where along the subcon- 
tracting line a reduction in 
production costs of 
around 20% must be 
made. Where the layer of 
shitauke contains as many 
as 10 companies, the 
Shock of cost-cutting can 
be absorbed in gradual 
stages, down to the eight- 
member .company with, 
say, an 80-ton die-casting 
machine producing alumin- 
ium plates, or even the 
four-member family busi- 
ness that moulds trans- 
former cases. 

Umemoto cites a range 
of ploys big manufacturers 
use to extract lower prices 
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Car production line: squeezing the subcontractors. 
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from subcontractors. A common tactic is to ask for separate 
quotations for, say, 50, 100, 500 and 1,000 items of the same 
product, then order only 50 items but insist on the lower price 
uoted for 1,000. When the subcontractor is totally depend 
dent on the manufacturer. who may be able to choose front 
among several such firms, it can be a hard ploy to combati 
Another, even less subtle, method ts for the manufacturer og 
place an order for 100 items, then deliver, without comment 
or explanation, enough materials for the production of 2009 

Although the promotion corporation is not legally ema 
powered to mediate in disputes between manufacturer ane 
shituake, it does offer to advise either party upon request 
But in many cases, orders are placed verbally, which makes 
mediation or litigation impossible. A corporation surveys 
shows that in 1984 only 66.2% of orders to subcontract 
were presented in writing. 

Umemoto is particularly worried about those serving 
smaller car manufacturers. Drawing the edge of an opem 
hand across his throat to illustrate their likely fate were they 
to complain about how the car-makers treat them, Umemoto 
says most will bear the cost-cutting in silence. Demands fora 
sizable reduction in parts prices are expected most from the 
smaller majors who cannot economise on unit costs to the Ox 
tent of, say, Toyota or Nissan. 

Concern over the profitability of shitauke Companies ds 
shared by the Ministry of International Trade and Industry 
(Miti). Although the yen soared higher than the current levet 
of around ¥200:US$1 momentarily in late 1978, then neither 
Miti nor its Small and Medium Enterprise Agency took an 
action to protect subcontractors against unscrupulous busi- 
ness practices of contractors. But now that it appears the yen 
is to be valued higher permanently, Miti wants contractors to ^ 
take the law protecting and promoting of small and medium 
subcontracting enterprises seriously. 


n 19 November, Miti and the Fair Trade Commission 

issued an unprecedented notice to contractors Warming 

them not to delay payments to subcontractors, or foree 
them to make unreasonable price cuts, or return parts already 
made to order and delivered. In the notice, Miti forecasts an 
increasingly severe business operating environment for sub- 
contractors. That could translate into recession, given the de- 
pendence of industry on small companies. 

The degree of this dependence, though huge, is nonethe- 
less difficult to measure precisely. Definitions of what consti- 
tutes a small or medium company vary among Japanese Gov- 
ernment ministries and agencies. The enterprise agency, for 
Its part, regards small companies as those with 20 or fewer 
employees in manufacturing, and five or fewer in services or 
distribution. These, according to a 1984 agency survey, ac- 
count for an overwhelming 79.2% of all Japanese business 
establishments, and eme 
ploy 32.9% of the total 
workforce Companies 
with 300 or fewer employs 


Ces ure classifed as 
medium. 
Together, small and 


medium companies total 
6.2 million enterprises, OF 
99.4% of all companies, 
according to Prime Minis- 
ters Office statistics for 





I981, the latest year tor 
which figures are avail- 
able. Figures compiled 
lor the same year by 
the enterprise — agency 
put the number of 
shitauke companies af 


465,000, or two-thirds of 
all small and medium 
companies engaged if 
manufacturing. Thus, Miti 
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arch 1985, small and medium enterprises recorded both 
their highest number of bankruptcies (20,773) and largest 
amount of total debt (¥324.6 billion, or US$1.2 billion), re- 
spectively 8.7% and 24.9% up on the previous year’s figures. 
_ Shitauke are especially vulnerable because their fate is in the 
- hands of other bigger companies. Most are nowhere near big 
enough to be able to afford full product development and 
jarketing. 
- Although more subcontractors now say they wish to deve- 
their own products, many are unable to clear the hurdle 
of closed manufactured-product distribution channels. Less 
than 1% hold any patents. When new production technology 
- iis introduced, it is generally supplied by a contractor to suit a 
1 — produet need. Some contractors are also beginning 
"| toinsist that shitauke put in personal computer systems to ac- 
| | commodate on-line ordering. Nonetheless, a growing 
| number of shitauke are making the effort to improve their 
3 technological level and install labour-saving machinery, ac- 
—| cording to Miti surveys. 
| In this endeavour, unit-cost reduction and product deve- 
. lopment and improvement consistently rate as top priorities, 
and some subcontractors evidently now believe their 
` technological capabilities as as high or higher than their con- 
tractors. 
_ Shitauke companics do face straitened operating posi- 
tions, but the subcontracting system is unlikely to undergo 
s any structural altera- 
| EN |i tion. The system ac- 
tually is expanding, as 
shown by the steadily 
increasing proportion 
of subcontracting com- 
)anies in manufactur- 
ing to the total number 
of manufacturers, and 
the attendant rising, al- 
beit slowly, share of 
manufacturing busi- 
ness undertaken by 
shitauke. ^n often- 
overlooked pillar of the 
system's strength is the 
continuing — relation- 
ship between the man- 
agement of a contrac- 
tor and its former man- 
agerial staff farmed out 
ES. to the subcontractor, 
| [Miti HQ: supporting the system. usually upon early re- 
ig ES tirement. 
Pat Miti believes the division of labour created by subcon- 
| tracting results in superior products, and wishes to kept the 
— |. system intact. This view is based principally on the reasoning 
—] that companies which do nothing but manufacture parts will 
~ | make good parts. Further, because competition for orders is 
| fierce among subcontractors, so is the effort intense to make 
| every possible improvement to a particular part and at the 
| same time minimise production costs. Traditionally, 
| technological innovation has been the preserve of small com- 
| panies which often refine the technologies imported or de- 
| veloped by the large firms. 
E ompared to the gamut of government assistance pro- 
| grammes for small companies, many aimed specifically at 
| shitauke, the Tokyo promotion corporation performs a rela- 
J tively minor role. The government, for example, sets a target 
| for the share of public procurement from small companies, 
prevents the entry of big business into many small-business 
ields and tries (with limited success) to regulate subcontract- 
ing transaction terms to prevent exploitation. But undoubt- 
edly the government's biggest contribution to maintaining 
- the system is its ready provision of low-cost finance. In 1982, 
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ernmental financial institutions. | 
Despite the dominance of small-scale manufacturing busi- 
ness in Japan, until recently Japanese opposition parties 
and labour unions have shown virtually no interest in the lot 
of their workers. Sohyo, the biggest trade union, this year for 
the first time intends to survey working conditions at shitauke 
companies, but it can only approach those whose workers are 
Sohyo-affiliated, The Japan Socialist Party, the major but 
weakening opposition party, in March set up a committee to 
formulate a s/nttauke labour policy. — Bruce Roscoe 


JOB-SWITCHING 


The salarymen's 
revolution is 
taking hold 


By Nobuko Hara in Tokyo 
n January, a reporter who formerly worked for an inter- 








national newsagency faced a problem establishing his 

personal credibility to his prospective landlady in a Tokyo 
suburb. She refused to let office space to him because anyone 
who quit such a large establishment was immediately sus- 
pect. 

But such cases — of people who have opted out of the 
"lifetime employment" system being regarded as pariahs — 
are becoming less and less common in Japan. The media have 
done much to give job-switching a positive image. Also, so- 
cial values and companies’ personnel policies have changed, 
making job-changing easier and more acceptable. 

Particularly in the high-technology and financial fields, 
employment opportunities have expanded rapidly. More and 
more people are changing firms for higher pay and greater 
opportunities. “Whereas, before, we had to approach peo- 
ple, now they come to us," says John Spillum, an American 
head-hunter specialising in the financial field. 

A survey published in July by one employment agency, 
Recruit, reveals a great increase in job-switching in Japan. 
As many as 42% of respondents said that they have changed 
jobs at some time in the past, though the figure drops to 30% 
when only those with a university degree or a post-graduate 
degree are considered. 

The study also showed that the pay of most job-changers 
went up, and two-thirds moved to a firm bigger than or the 
same size as their previous company. Whereas most change 
jobs in their late 20s or early 305, the number of middle-aged 
men seeking to change employment is also on the rise. 

At the Recruitment Human Resources Centre in Tokyo, 
1.200 names of job seekers above the age of 40 are registered. 
Middle-aged job-seekers are increasing all the time said a 
counsellor at the centre, adding: "Those who in the past may 
have put up with their company until retirement are now tak- 
ing more positive action. " 

Increased job-switching is a reflection of the increasing 
unattractiveness of the salaryman's life. There used to be a 
trade-off between lifetime job security and a comfortable 
standard of living. and absolute loyalty to the firm. 

Companies, recruiting emplovees for a lifetime, pursued 
very paternal personnel policies; providing promotion and 
pay commensurate with the employees’ seniority until retire- 
ment age. Workers in return identified themselves closely 
with the company. The result was stability within the com- 
pany and cohesion among the workers — the two strengths of 
Japanese industry most envied in the West. 

However, a shift to more ruthless and pragmatic person- 
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Since it was founded in | | 
1946, the Far Eastern Eco- | 
| nomic Review. has been ||| 
dedicated to the — 
authoritative analysis of | 
the political, economic and 
financial affairs of every 
single country in the Asia/. ||,» 
Pacific region. Boastinga |||, & 
staff of over 40 full-time | n 
correspondents and jour-. || 
nalists located in- every y 
- oed in the region, the. 41] 
. Reviewis considered to be 
' the leading p publication on 
. Asian affairs in the world. 
and. deemed essential 
reading for senior execu- 
‘tives in business, banking, 
- government and the pro- ~ 
fessions. | 


= Over 85% of the Re- 1| MM 
Vvous circulation is on. pre- 
«paid subscription, and in 
"September 1984 a survey 
of Review subscribers was 
conducted by International 
. Research Associates (HK) 

Ltd. 

Review subscribers are 
primarily top management 
individuals who travel fre- 
quently, make key deci- 
sions for their companies 
and wield enormous pur- 
chasing power. 


For a complete copy of | 
the Review Subscriber 
Study please write on your 
company's letterhead to: 
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Sumitomo Bank is flexible. Properly flexible. 
That’s why Sumitomo is able to 
continuously keep up with and respond to the ever 
changing needs of our customers and society. 
Today's society, with sophisticated, varied banking needs 
supported by relaxing international restrictions, 

demands banking climates to expand 
" to limitless dimensions. 
At Sumitomo Bank, it's our flexibility that keeps 
us serving those needs. 


And it's our limitless potential that keeps us ever growing. 




















Ms Elaine Goodwin 

General Sales Manager 

Far Eastern Economic Review 
GPO Box 160 
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or any one of our sales offices worldwide, 
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only US$7-75 







I BAREFOOT 
REPORTER 


The best of the Richard Hughes 
columns from 1971 to 1983 








FarEasternEconomie 


Soft Cover: 184 pages 








The life of Richard Hughes spanned nearly eight E. To: Publications Diuinion >$ Aq 
decades, most of them spent as one of Asia's leading FARE ASTERN ECONOMIC REVIEW 
foreign correspondents. And Hughes' world was G. P. O. Box 160 

peopled by the memories of those decades. 


Hongkong. 

.It was a world of the hilarious... like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. US$7.75 each. 


It was a world of the macabre...like the Teikoku For surface mail delivery add US$1.00 


| 
| 
| 
| _copy(s) of the 
| 
poisoner who massacred a bank's staff for a haul of | and for airmail delivery add US$3.00 
| 
| 
| 
| 
| 
| 
| 


Yes! Please send . 


Barefoot Reporter for which I enclose 


USS800. per copy. — 
It was a world of the touching ... like the slave Send to: 


| children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. — eases semerss or aa 


Name: 


Address: 
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el policies d on 
or seniority is undermin- 
ing the traditional pat- 
tern of employment. In 
the slow-growth economy, 
faced with stiff competi- 
tion, the traditional sys- 
tem of automatic pay rises 
is uneconomical. More- 
over, since there are not 
enough managerial posts 
to go round, promotion 
based on seniority has be- 
come unpractical. 

Mitsui & Co, a major 
trading company, has di- 
vided up each department 
and section into many 
smaller units in order to 
create more managerial 
posts. But whereas a sec- 
tion chief used to have a 
great responsibility, today much of the power that went with 
the title has disappeared. It means more on a name-card than 
on the job. There are several section chiefs within each sec- 
tion, which is now usually headed by the deputy chief of the 
department. 

The situation is likely to get worse. A survey published 
this vear by the Economic Planning Agency (EPA) shows 
that by the year 2000, only a quarter of workers in their 50s 
with a university degree will hold managerial posts. In 1983. 
nine out of 10 middle-aged graduates became managers. 

The shrinking of promotion opportunities comes in part 
from increased reliance on temporary staff. Currently, only 
15% of the white-collar workforce are temporary but the 
proportion ts likely to double in 15 years, according to EPA. 
This trend set in five years ago. 

Until then, Manpower Japan was the only temporary 
agency in Tokyo, said a spokesman for the company. Today 
Manpower has at least 38 competitors. (The major daily 
newspaper Asahi Shimbun, claims the number is close to 150 
if all the small ones are included. ) 

Oddly enough. the manpower-supply business is still 
theoretically prohibited by law, However. all this will be 
changed next summer. Because of the rising demand for tem- 
porary staff, a bill is to be presented to parliament legalising 
the business. It is intended to give greater protection to tem- 
porary staff who do not have the security regular staff enjoy. 
But Sohvo (the General Council of Trade Unions) is suspi- 
cious. It fears the exodus of redundant workers of large cor- 
porations to subsidiaries 
or affiliated firms. 

This practice is com- 
mon already, particularly 
among large establish- 
ments with many sub- 
sidiaries and sub-contrac- 
tors under the same um- 
brella. Steel manufactur- 
ers, which are cutting back 
on production, are having 
to transfer workers to 
avoid laying them off. 
"Quite often, parent com- 
panies agree to make up 
the difference in the pay ol 
those seconded to smaller 
firms," said a spokesman 
for Recruit. 

But unions 


fear that |a 


jis 
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there may be no way of 
stopping any corporation 
from running à manpower- 
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The joys of commuting: more are dropping out. 






Salarymen's homes: entrepreneurs do better. 
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supply agency on the ade 


looking for temporary help. 
Opposition 


have succeeded in insemne 


bill making it obligatof 
before transferring them 


made an outcast, an emm 


his preference 
and security 


corporation arc mo 
longer guaranteed to all 
employees 

If job-switching is One 
solution for the frustrated 
salaryman, going independent is another 
been ambitious young men who quit corporations to stam 
their own businesses. But recently the numbers of these salary- 
men-turned-entrepreneurs have been increasing rapidly, 
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unio Nosaka resigned from Mitsukoshi Depart. 

ment Store, one of the oldest and largest in Japan, two 

years ago to set up an art-dealing business. He had 
scored the highest mark in the company entrance exam amd 
had an ambition to become president. But instead of the 
elitist women's fashion department, he was assigned to the 
art section. He did well for himself selling artworks, but the 
harder he worked, the more entrenched he became in the de- 
partment, 

During his 13th year at Mitsukoshi, following a clash with 
his boss. Nosaka resigned. He now runs a gallery in the exclu- 
sive Ginza area of Tokyo with a staff of six he brought from 
Mitsukoshi. Last year, total sales reached ¥400 million 
(US$20 million). "We are doing something people in mi 
father's generation could only dream of," Nosaka said 

A friend savs that Nosaka s take-home pay has more tham 
doubled and he is driving a prestige car — something beyond 
the means of even a successful Mitsukoshi employee. though 
the employee enjoys a higher social status in Japan 

There are manv attractions to the life of an entrepreneur 
— a sense of adventure and the pleasure of being one s own 
boss among them — but financial benefit is an undeniable ad- 
vantage. The New Salaryman Party, which has one seat im 

I parliament, published. a 

1 “Salarymen s White 
H | Paper" this year. It eme 
phasises the growing shift 
of tax burden to salary 
men, from self-employed 
people and farmers 

[he discrepancy 
tween the take-home pay 
of a salaryman with an an- 
nual income of ¥6 million 
and a selt-employed man 
with the same income 
could amount to as much 


as ¥40 millon m à 
, | hetime if dilterences in 
x social benefits are 





be- 





~N 

* taken 
into account, the Salary- 
man Party points out. That 
m d: is well above what an aver- 
S d age salaryman living in 


large cities would nor 
mally pay for his house. @ 


d , 
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The fight to weave 


silver threads into 
a golden age 


By Barbara Casassus in Tokyo 

apanese society is aging more quickly than any other in 

the world, threatening a number of social values and la- 

bour practices generally considered to have helped 
create and sustain the country's economic prowess. Over 65s 
are estimated to double both in number and percentage of 
the population between 1980 and 2005, peaking at 21.8% in 
2020. Although Japan is not alone in having to absorb the im- 
pact of an aging society, the speed of the process makes the 
problem especially acute here. 

Official statistics show that the proportion of over 65s will 
take only 26 years to increase from 7% to 14% of the total, 
compared to about 115 years for France, 45 years for West 
Germany and 85 years for Sweden. Average life-expectancy 
has gone up from about 50 years in 1945 to 80 for women and 
74 for men this year, bringing the post-retirement period to 
as long as 15 years and stripping the term “lifetime employ- 
ment" of much of its meaning. 

At the same time as trimming welfare bencfits for the 
aged, in contrast to trends in other industrialised countries, 


' Japan is raising its retirement age. Dictated by the need to 


lighten the financial burden on government, this policy can 
be implemented only because of the deeply rooted Japanese 
work ethic. But though the elderly are keen to work and 
more people over 55 are employed in Japan than in other 
countries, the jobless rate among the aged is higher than the 
national average. 

More than 55% of companies have increased their retire- 
ment age from 55 to.60, and it is planned to introduce a bill in 
parliament to make 60 the standard. But small companies are 
far from enthusiastic about the idea since the traditional 
seniority system, under which wages rise according to age 
and length of service. can take a heavy financial toll. More- 
over, a body of opinion believes retirement age is a matter to 
be settled between management and the enterprise-based 
unions rather than by legislation. 

Nonetheless. the seniority svstem, which has bred the 

ractice of laying off older workers before their younger col- 
eagues, is starting to break down. Companies are introduc- 
ing an element of merit into their pay structure and crcating 
more middle-ranking posts to ease the promotion bottleneck 
among long-serving executives. Victor Co. of Japan, for 
example, places increasing emphasis on ability and achieve- 
ment in the wage scale as staff members get older. 

At the same time, while the work ethic and corporate loy- 
alty remain stronger than in many Western countries, 
younger people attach greater value to personal lives than 
their parents, signalling profound change when their turn to 
retire comes. 

Last summer an advisory panel to Prime Minister Yasu- 
hiro Nakasone. headed by Michio Nagai. a former education 
minister, recommended in an interim report on a master plan 
for the aging society that the target retirement age should be 
65. The target should be applied flexibly as the physical and 
mental capacity of older people can vary widely; and the life 
workload should be spread more evenly from the present 
concentration in the 30s and 40s, explained Nagai. 

' Many companies now either extend employment or re- 
hire personnel when they reach retirement, but in both cases 
Status and wages are often cut, even if the work itself does not 
change. Some large firms have instituted comprehensive sys- 
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tems to keep older employees in the workplace, including ad- 
vice and training. Under a plan introduced in 1980, Mat- 
sushita Electric Industrial permits personnel to work for five 
years beyond the company’s retirement age of 60. They may 
work either part-time and choose their own schedule, full- 
time by transferring at 55 to a subsidiary staffed exclusively 
by older workers, or take six months’ paid leave before re- 
tirement to find a new job or establish a business. 


xperts disagree on whether the elderly are motivated to 

work primarily by financial need or self-fulfilment. At 

Matsushita, where the corporate pension scheme pro- 
vides a comfortable retirement, a survey showed that the vast 
majority of the staff wanted to continue working for satisfac- 
tion and to maintain their health. 

There ts also no consensus for the moment on how much 
the high proportion of over-55s in the workforce, which the 
Economic Planning Agency projects will rise from under 
17% in 1980 to 24% in 2000, will affect Japan's productivity. 
Some experts predict the decline will be sharp. while others 
expect it to be only marginal provided adequate measures are 
adopted in allocating work. 

They advocate greater use of older people's skills and ex- 
perience in. problem-solving and personnel issues, mid- 
career retraining, more specialist positions within companies 
and simplified automation. They suggest employee rotation 
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ver socie- fro allig AM ome d crating and cdr 
cep older | toga indening and even A cleaning. 
atoryem- | 
: of members — ior n. Teaia reasons and 
satisfaction a former journalist with the Asahi | 
Japan's largest-circulation daily newspaper. has few: 
weeding a p ark. He apparently discovered th 
sun's heat for the first time and noted that he hà 
friendships with people quite different from those 
professionally. 
According to Norita, not only can gainful em 
H 1.197 | help prevent senility — a growing problem in. Japat 
sisted by the ^ kvö- Foundat r the Poroa of did | can provide the elderly with a replaceme nt for th 
porations for the Ag “Most of the 400 types of job provided tional and Mer n role as respected, useful m 
by the centres for the 120,000 members nationwide are part- | the extended family. With the spread of the nuclear: 
oi time and. temporary and pay ameagre ¥650 (about US$3)an | the aged need to be able to contribute Y society : 3 
E hour on average. their horizons. Progress i is being made, he ad ded. i: t 
.., The minimum age is 60 and the oldest emr loyee isa man | isstillalong way to goin changing modern Japanese att 
| of 89 who tidies up tangled piles of bicy cles left by commuters if old people are not to be left in a corner to gather d 


To help Asian — reach the important. — and 
North Eastern Seaboard markets of the USA faster (à vi 
versa) Mitsui O.S.K. Lines containerships connect with speci 
double-stack unit trains that leave Los Angeles every Tuesday 
This new fixed day service saves days to Chicago, Columbus, 
and other points East in the States of Illinois, Indiana, Ohio. 
ed Michigan and Kentucky. With more capacity, doubl e-stacking 
means there's always room for one fiore. 
| Call Mitsui OS.K, Lines for fast, dependable double-stack 
. Service to America's heartland am bac 





?e search for 
antidote to 
iorkaholism 


nor researchers and administrators at the Japan 
‘Leisure Development Centre are putting in an average 
of two to three hours overtime a day. The centre has à 
29. but that evidently is too few to manage eight-hour 
he pursuit of leisure development. As an official at 
entre put it, though. "development" is a misnomer. The 
| task of this Ministry of International Trade and Industry 
iti) -funded body, which also receives endowments from 
big business, is to research the ways in which Japanese use 
ieir free time. 

The purpose of the centre's research is not totally clear. H 
ard not to believe that many of the findings are deliberate 
ypaganda, though some sports and other leisure-oriented 
mpanies use the research to assist in mapping out product- 
velopment and marketing plans. 

tablished in 1972, about the same time Japanese were 
ginning to be called workaholics, the centre seems intent 
producing findings that prove the existence of a huge and 
ming leisure industry. Its claim that the leisure market is 
w worth about ¥40 trillion (US$200 billion). or 15% of 
sš domestic expenditure, is made possible only by the in- 

Isión of sales of items with a connection with leisure at best 

bious. Sales of personal computers. alcoholic beverage 
| cosmetics, for instance, figure in the calculation. 

it what. many of the centre's surveys indicate, perhaps 
wittingly, is a concept of leisure almost totally alien to non- 
apanese. To say that about half of the population indulge in 
€ by eating out, for instance, may only indicate that an 


spare t NHAI i TOUX 
at all, given mount o sS 
bars. S 


fo il 


What the centre's surveys do show, however, is that Ja- 
panese workers still have far less time to themselves than 
those in other industrially advanced countries. Much of what: 
passes for leisure or reja (as the word has been transmuted — 
into Japanese) seems the antithesis of leisure in the English’ 
sense of the term. In an editorial on how to cope with free 
time, the Yomiuri Shimbun newspaper said it would be “ad- 


visable to create a holiday system.” Reja tends above all to be 
an organised event, not a free onc. 

Bigger companies seem to make a point of organising 
much of their employees’ free time. and participation 


in company events is usually obligatory. Toyota Motor 
Corp. is said by insiders to go as far as to discourage em- 
ployees from associating with non-employees in off-duty: 


hours. The argument that Japanese companies are run as 
families (in Japanese, employees are “members” of a com- 
pany) is supported by the seemingly widespread man- 
agerial thinking that employees | 
can rest if the company is doing 5 
well enough to let them rest. 
Leisure researchers regard — 
the groupism evident in Japan- $^ 
ese companies as the main bar- 
rier to more days off. Em- 1 
ployees tend to regard their 
work not as an individual task but 
as burden-sharing. An employee 
will therefore hesitate to take his 
annual holiday at one time, be- 
cause he knows the "burden" 
created by his absence must be 
carried by colleagues. Corporate 
management appears to have 
made the most of this psychol- |. 
ogy; certainly managers appear |f 


to do little to discourage it. In |Nakasone: symbolic gesture.) 
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many companies, taking seven or more days off in a row 
even today is unthinkable. An employee who would dare at- 
tempt it would without doubt jeopardise promotion pros- 
pects. 

An unbroken holiday of two or three weeks is usually 
permitted as a reward for 15-20 years’ continual service. 
According to leisure-development centre figures for 1984. 
Japanese workers took an average 13.43 days off a year: 
5.29 days off during New Year, 2.39 days for the Golden 
Week holidays in April-May, 4.29 days over the summer, 
and 1.4 days in autumn. Taking all of these days off at once 
would be unacceptable to many employers, and employees 
often boast among themselves how many paid holidays they 
have "saved" or not taken. 


nother important barrier, also psychological, is simply 
that most Japanese do not regard themselves as well off 
by Western standards. Prime Minister's Office surveys 
do show that the vast majority of Japanese consider them- 
selves to be middle class, but this survey result is inevitable 
considering more than half of the optional responses in the 
multiple-choice question include the term in variations such 
as "lower to middle." There was much puzzlement among 
many Japanese when newspapers earlier this year carrie 
reports saying Japan was becoming the world's richest na- 
tion in terms of overseas assets. The new status was not felt 
to reflect much gain in personal wealth and the leisure that 
might ensue. 

Although steadily rising personal income has produced 
more daily comforts, many middle-aged and, more so, el- 
derly Japanese, are still quick to recount direct or indirect ac- 
counts of poverty and starvation suffered during World War 
IT as if to justify an obsession with work. They appear to 
worry that the new prosperity may be transient. Anda linger- 
ing if dormant stigma of wartime misery still affects some 
consumer trends. An interesting exam- 
ple is a persisting reluctance to eat 
pumpkin, a staple vegetable that re- 
minds some Japanese of wartime days 
when they could eat nothing. but 
pumpkin. 
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strain. A buzzer sounds when the big 
one is hooked. 
Women may save the fishing mar- 
ket. In the past year several women’s 
5 clubs have started up, and 
Daiwa hopes more will follow in the 
wake of office and kitchen automa- 
tion. paa children raised re hi-tech 
games and computers could perma- 
nently slow or even shrink sales, 
Iwasaki fears. Most Japanese fisher- 
men are in their late 30s or 405; hardly 
i are in their 20s, when the prefer- 
r pe sports are tennis, skiing and 
golf. 
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aiwa planning department mana- Gone fishing: is the 
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leisure boom over? 
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Hyundai: coming up on the rails. 


iion system 
condition children to appreciate or use leisure. When mam 


Neither does Japan's highly competitive educ 


hours on weekends and after normal school are spent in cram 
schools, and when whole summer vacations are consumed By 
examination preparations, and when that process is repeated 
over 10 or more years, it cannot be very difficult for come 
panies to limit holidays to just a few days a year. A few daysis 
what the average Japanese worker has to himself. Rather 
than a time in which to engage in genuine leisure pursuits, M 
appears more a time to recuperati 

Prime Minister Yasuhiro Nakasone has taken up the 


cause for more leisure, recently promising the United States 
he will do his best to see that Japanese work and export less; 
This is a promise that seems, however, to have 
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nds on a close scan of reports pro- 
duced by the Japan Leisure Develop- 
ment Centre, a government research 
body which surveys the use of free 
time. They appear especially keen to 
v dem trends among the very young, and 
aging, whose fast-rising numbers 
have created a sizable but as vet under- 
studied “silver” market. 
Hideo Kondo, a Daiwa general af- 
fairs department manager, points out 
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that the company has diversified into 
golf, tennis and most recently 
windsurfing gear, and that this has 
paid dividends. In contrast, the ski 
market, plagued by product over- 
supply, appears to have fallen off 
sharply. 

Overall, Kondo believes the leisure 
market is entering a slight recession. 
Daiwa expects the tennis and golf mar- 
ket to keep expanding, but not at the 


rate of the late 1970s and early 19805, 

Daiwa, which exports about one- 
third of its total sales. is also feeling the 
affects of the higher ven, which come 
as a double blow by slowing both 
domestic and overseas sales. Japan- 
ese, Daiwa employees included, will 
be working harder to stay competitive 
in the face of the high ven, and harder 
work does not augur well for leisure- 
product sales. — Bruce Roscoe 
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- only to the foreigners. And it was more a symbolic gesture 
than a — Leisure is not about to become a burning 
| issue between Tokyo and Washington, though there have 
been official efforts to encourage companies to take two-day 
| weekends. The most recent — the closure of banks on the 
- second Saturday in each month — has been a dismal failure. 
| Banks simply installed outer-wall safe-deposit boxes to ena- 
- ble client companies to stay open while they were closed. 

——  Fuelling Japan's apparent conviction that it must always 
work harder to stay ahead is the ever-present competitive 
threat posed by newly industrialising neighbours such às 
E Korea and Taiwan, which quickly copy Japan's pro- 
duct lines and export drives abroad. The penetration of 
" South Korea's Hyundai Motor Corp. into the North Ameri- 
ean small-car market, forcing Japanese makers to move up- 
" market with luxury models, is a good recent example. 

—— This process seems locked in a repeat mechanism that regu- 
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| Disunited they fall 
| — and little 
change is in sight 


| By Bruce Roscoe in Tokyo 
|  Ithough Japanese unions have not yet given any overt 
P signs that their existence Is threatened, they do not 
E deny that they are caught in a process of long, slow de- 
} cline, aggravated by fast-paced shifts in industrial society. 
) Changes in both union structure and goals will be needed to 
| prevent further weakening, but no sudden change is likely to 
| occur. Unions and management maintain a relationship 
1 above all of consultation, which very rarely breaks down into 


= 





‘| confrontation. 

{| Immediate changes are unlikely because this fundamental 
-] relationship, whatever its weaknesses, is nonetheless still 
| functioning, though it does not appear to be paying short- 
| term dividends as far as the majority of workers are con- 
a. cerned. The long-term bonus — for both labour and manage- 
| ment — produced by Japanese-style unionism must be seen 
+} in terms of employment security and high standards of pro- 
| duction. 

ég The principal problems confronting unions are member- 
ai ship decline, lack of industry-wide collective bargaining 
— | power and division of ranks. Unions have found it especially 
— difficult to organise the service sector, the fastest-growing 
| sector over in the past 10 years. Moreover, public-sector 
| union membership is falling off as the number of government 
—] workers drops, a result of successive moves by the ruling Lib- 
b 


D 





| eral Democratic Party (LDP) to restrict the size of govern- 
——]- ment through “administrative reform,” notably the slow but 
i Steady privatisation of state monopolies. Disillusionment 
| and apathy appear to have set in among potential members, 
| especially young people who regard the unions as ineffective. 
— | Collective bargaining for higher wages and better condi- 
T] tions occurs in a ritual called shunto — the spring labour of- 
|. fensive — an annual event which in recent years has managed 
-] to offend only workers. In the past three years, the unions 
| have taken no notable industrial action at the time of shunto, 
| and the negotiations have ended after only one round. The 
—] 1984 wage settlement achieved was just 4.5% , by several in- 
—] dicators less than the real increase in cost of living. Labour 
—] analysts lay part of the blame for the virtual collapse of 
| shunto on Sohyo, the major union grouping — itself torn by 
—] factionalism — for its failure to give the movement any clear 
| direction or impetus. 
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tariv throws Ja an into new product-de elopment. nd mar- | 
keting efforts — and results in more work. It is the type of. | 
threat, not felt in Britain or the US, that keeps Japan on its 
toes. But the industrial structure nonetheless is undergoing 
fundamental changes which are forecast to produce more 
free time. The most significant of these, the leisure-develop- 
ment centre savs, is the revolution in microelectronic produc- 
tion processes. By the year 2000. a centre survey predicts, Ja- 
yanese will need to work only 1,500 hours à year, or 606 
Yours less than the current level. , 
Assessing the implications of this survey, the Yomiuri 
editorial ventured that it would be "possible to take three 
holidays a week and a month-long vacation." But Japanese 
must exercise caution, the newspaper warned, reminding 
readers the Roman Empire had collapsed because "there 
were 200 holidays a year and the people indulged in pleasure- 
seeking." — Bruce Roscoe 
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Walking to work during rail strike: railmen lead the shunto. 





Perhaps the most serious weakness lay in the fact that 
the pace-setter, the first to settle, in the negotiations has 
been the Sohyo-affiliated Japanese Federation of.lron 
and Stee! Workers Unions (Tekko Roren), representing an 
industry beset by recession. It has tended to keep wage 
claims to a minimum rather than jeopardise members’ jobs. 
It has been all but impossible for other groupifigs of unions to 
improve on the new, low-wage awards agreed to by this 
union. 

But as ineffective as shunto has been, no alternatives to 
the ritual appear to have been found. A new development 
has been the growing role of the private-sector based um- 
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(General Council of Trade Unions]: 
4.5 million members. 

Main Sohyo-affiliated unions: 
Prefectural and Municipal Workers Union 


















Main Domei-affiliated unions: 


(Dentsu Roren): 328,000 members. 

Political affiliation: Japan Socialist Party. 
Political affiliation: Democratic 
Socialist Party. 









rumours of support from about 





brella grouping, Zenmin Ryokyo, as a coordinator, but this, 
by producing limited improvements, may in effect delay the 
prospect of introducing truly radical changes to the bargain- 
ing system. Zenmin Ryokyo, however, is relatively power- 
less because of a small financial base. Unions affiliated with 
Sohyo and Domei, another major union grouping, have 
thwarted Zenmin Ryokyo's attempts to raise membership 
dues above ¥35 a year. though Sohyo collects more than 
Y 1,000 a year from its members. 

One bright sign has been the emerging leadership in 
shunto of private railway- and automobile-workers' unions, 
though the stronger yen will make it hard for the latter to take 
a strong lead considering that export-dependent industries 
across the board are likely to be making an all-out effort to 
cut production costs to maintain competiveness and hence 
market share. 


of its divisions and affiliations With opposition parties 

which have not been able to sway conservative, em- 
ployer-supporting political processes in favour of workers. 
Zenmin Ryoko's goal of unifying the labour movement may 
change this, but change is sure to come slowly. Divisions in 
organised labour run deep. Different political tie-ups divide 
Sohyo and Domei on many policy options. The major point 
of disagreement fo- 
cuses on the funda- 
mental purpose of 
trade unions: 
» Sohyo supports in- 
dustrial action for poli- 
tical as well as econo- 
mic goals (and seem- 
ingly in that order), 
while Domei confines 
its objectives to econo- 
mic Issues. ! 
» Sohyo supports the 
simultaneous merger 
of private- and public- 
sector unions, while 
Domei wishes to unite, 
at least initially, only 
private-sector unions. 
> Domei takes on 
quite conservative col- 
ours, reflecting the 


F ut the union movement is probably weakest because 
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Federation of Textile, Garment, Chemical, 


(Jichiro): 1.27 million members. Distributive and Allied Industry Workers Workers Union (Denki Roren): 

Japan Teachers Union (Nikkyoso): Unions 575,000 members. 

677,000 members. (Zensen Domei): 471,000 members. National Federation of Life Insurance 
Federation of Telecommunications, Japanese Metal Industrial Workers Union Workers Unions (Zenken Soren): 
Electronics Information and Allied Workers (Zenkin Domei): 293,000 members. 343,000 members. 


Federation of Japan Automobile Workers 
Union (Jidosha Roren): 223,000 members. 


dn CA o aout o ids Dol o Piata Bector Labor Unione eniin Ryoko), a loose 

federation of about 5 million members which aims to unify organised labour. bership is 

restricted to private-sector unions to stop Sohyo from gaining control. No political links but 
50 Dietmen or parliamentarians. 
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(Federation of Independent Unions of Japan): 
1.48 million members 


Main Churitsu Roren-affiliated unions: 
Japanese Federation of Electrical Machine 


National Federation of Construction Workers 
Unions (Zenken Soren): 310,000 members 
(no strong political links) 
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Democratic, Se MISTER Nera STIS 
—— (Union membership grouped by 
cialist Party (to 


which it is linked) company size, 1983) 


and the LDP. 

Meanwhile, 
Sohyo is painfully 
divided within it- 
self, typifying to 
an extent the fac- 
tionalism witness- 
ed in political 
parties or, for that 
matter, most big 
lobby groups in 
Japanese society 
at large. Sohyo's 

rivate- and pub- 
——— unions, 
for instance, do 
not agree on ad- 
ministrative re- 
form, a program- 
me which includes 

aring fat off the 
— (public-sector jobs are at stake). This conflict, 
though officially resolved, still creates ill-will throughout the 
union. Worse, the dispute has held back Sohyo-affiliated 
leftist unions from supporting Zenmin Ryokyo, though 
Tekko Roren, among other moderate Sohyo member unions, 
is in favour of such support. 

At the leadership level, however, there have been some 
signs of change at Sohyo which could help to bring the union 
back into the mainstream of the labour movement. The most 
important of these is regarded as the attempt by the chairman 
of the Japan Socialist Party, Masashi Ishibashi, to purge the 
party of Sohyo influence. While Sohyo does appear to have 
found it harder of late to mobilise members to participate in 
political demonstrations and rallies, Ishibashi's goal of 
separating party and union on important policy matters 
seems unrealistic in view of the high proportion of past or 
present full-time Sohyo union members among general elec- 
tion candidates (70% in the December 1983 general elec- 
tion ). 

And the current composition of the top Sohyo leadership 
itself, with a balance maintained between public- and pri- 
vate-sector representation, could shift the traditional em- 
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_ phasis on political objectives to more labour-oriented goals. 


ONE RENI ETE 


rom 1976-83 both posts of Sohyo president and secretary- 

general were held by leaders from public-sector member 
unions. 

The quickening pace of production-line and office auto- 


"mation promises to present the labour movements with its 


biggest challenge yet, but strangely it is one nearly all unions 
appear least prepared to meet. It was not until as late as Oc- 
tober 1984 that the 660,000-strong Confederation of Japan 
Automobile Workers Unions produced a guideline for cop- 


ing with the introduction of new technology. The guideline 
stresses only the need for more thorough consultation be- 


— 


tween management and labour. 

Only the Nissan union has taken concrete action, in the 
form of a written agreement with management guaranteeing 
that no union member will be laid off as a result of technologi- 
cal innovation. This agreement, signed in March 1983, is 
valid only for one year but has been extended. It also covers, 
vaguely, health and safety, working conditions and job reas- 
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signment, and is likely to become a model for enterprise 
union-management agreements on technology. The main 
weakness of pacts of this design, however, is that while they 
may guarantee jobs for a set number of employees at any one 
time, they do not represent a promise of a fixed number of 
jobs in the future. 

There has been a surprising degree of complacency 
among Sohyo, Domei and other union groupings over the 
long-term impact the introduction of new technologies will 
have upon jobs. To a great extent this complacency is posst- 
ble because the major car-makers, and most other manufac- 
turers, know that if jobs are to go, thev will go first among the 
fixed-contract and part-time workers and employees of small 
subcontracting firms who are not unionised. If more jobs are 
to go, the majors can exercise the option of seconding their 
workers to subsidiaries (or, harshly, to subcontractors). En- 
terprise unions need worry only about the full-time employ- 
ees within their repective companies, and that is a tiny 
number to worry about. oO 





Organising the 
un-organised : 
is a headache 


anufacturing cars may be profit- 
able for the likes of Toyota and 
Nissan, but selling the cars, at least 
in Japan,.is often a loss-making busi- 
ness. In a survey this year of about 1,800 
car retail outlets, the 654,000 member- 
strong Confederation of Japan Automo- 
bile Workers’ Unions found that just over 
a third of the retailers had made a loss 
in their last business year. Under heavy 
pressure from the makers to sell cars, the 
retailers’ losses had resulted from price- 
cutting to keep market share. But hardly 
any of the outlets were unionised, so 
there was little the confederation could 
do. 

Masayuki Naoshima, director of the 
confederation’s industrial affairs depart- 
ment, regards organising car retailers as one of its most 
pressing tasks. It is also one of the most difficult, mainly be- 
cause of the small numbers of employees in car retail estab- 
lishments. Although services represent the fastest-growing 
sector in the economy, less than 9% of service-industry 
workers are unionised. 

“The number of part-time workers in the car distribution 
and service industries is increasing and overall, the rate of un- 
ionism is declining," Naoshima said. "Working conditions 
are affected when so many of the retail outlets make losses." 
When the retailers hit hard times, often the makers extend fi- 
nancial help. according to Naoshima. The commercial re- 
lationship between the two is very close, and creates a high 
degree of dependency upon the maker. 

Another problem the confederation faces is the rapid 
aging of the workforce. As each vear passes, the average 
age of workers in the industry increases by one year. And 
growth in the industry is slowing. After retirement at 
55 or 60, many workers must find another job. The con- 
federation helps place such workers in related indus- 
tries. It has also just formulated a new motor-vehicle 
workers’ pension plan out of concern either that the gov- 
ernment pension scheme may not have enough money in it 
to honour payments or that the scheme will not keep pace 
with rising living costs. In a confederation survey in July, 





Frilled lizards sell cars: no frills for the workers. 





80% of respondents said they wanted a new pension fund. 

The fund will be launched in August, 1986. A participant 
joining at the age of 35 and depositing ¥ 10,000 (US$50) a 
month at the age of 60 will receive a lump sum of ¥9.9 mil- 
lion, more than three times his total contribution to the fund 
of ¥3 million. 

Apart from worry over pensions and the lot of retail work- 
ers, the confederation is struggling to prepare itself for the fu- 
ture impact of new production technology. It produced a 
"guideline for coping with the introduction of new techno- 
logy in October 1984." The thinness and vagueness of the 
guideline indicate that workers may not stand to gain much 
protection if automated production processes do threaten 
their jobs. It also shows that the unions themselves have not 
thought through the full range of labour problems which 
could result from more ME, FA and OA (Japanese buzz 
phrases for microelectronics technology. factory automation 
and office automation). 

But the guideline does contain a model union-manage- 
ment agreement on technology. If the management of each 
manufacturer abides by Article 3 on the preservation of em- 
ployment, workers have absolutely nothing to fear. The arti- 
cle stipulates: "The company shall neither dismiss nor lay off 
union members for reasons related to the introduction of new 
technology 2 — Bruce Roscoe 
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Finally. A free flight plan 
that makes it easy to fly free. 


Join the people who know. 


How easy is it? Just take 3 round trips 
to New York in Executive Class, for 
example, and your next Economy 
Class trip to the United States is com- 
pletelv on us. Here's how it works: 


Enrollment Credit- ce evereocccens 5,000 miles 
Tokyo-New York :::::67934miles 


25% Bonus-Executive Class === 1,683miles 
Bonus Credit: 5000miles 


Not that we're stopping there. You 
can also use your mileage awards to 
upgrade to First Class or to cash-in on 
free or discounted hotels and car 
rentals. Plus, you can transfer vour 
awards so your family can travel free, 
too. That's hard to beat. 

Call Northwest Orient or an authoriz- 





HONG KONG NEW YORK 
TAIPEI 
MANILA TOKYO -— - 
KUALA LUMPUR NM. SEOUL NN 
SHANGHAI — SAN FRANCISCO 
GUAM SEATTLE/TACOMA 
OKINAWA HONOLULU 





Mie. eos * | People who know...go 
New York- Tokyo 6,734miles ed travel agent for more information J 
— CAE na 1S 000miles today. T NORTHWEST ORIENT 
Bonus Credit e 5,000miles today. The more you know, the more 
TOTAL —e931834miles you'll go Northwest Orient. 8 
For reservations, call your travel agent or Northwest Orient: Auckland 794-977 Bangkok 251-8470 Beijing 554175 Bombay 211440 Calcutta 441474 Cebu 92122 Colombo 597138 Guam 477-711 
Guangzhou 61805 Hiroshima (082) 247-5741 Hong Kong 5-217477, 4092288 Islamabad 812174 Jakarta 426449 Kaoshiung (07) 272-5505 Karachi 551215 Kathmandu 212552 Kuala | umpur 
44296535 Lahore 872340 Madras 04487705 Makati 85-06-16 Manila 58-27. ^6 Nagova (052) 562-0867 New Delhi 451605 Okinawa (0988) 58-2477 Osaka (006) 228-0747 Pe nang 619487 Rangoon 81658 
Saipan 77^ ^8 Seoul 753-6106 Shanghai 477 487 singapore 446 O Sokung TTROIRI Svunev 264-0715 Tak hung (04) 220-6644 Taipei (02) 596-5951 Tokwo (04) 455-8151 





More divorces but 


the same mora 


By Richard Conroy 


Tx usual impression of the state of 
marriage in China is that once the 
plunge is taken, the contract is for life. 
Because of China's strong tradition of 
the family as the basic social and econo- 
mic unit and a rather puritanical at- 
titude towards morality since 1949, di- 
vorce is comparatively rare. Nonethe- 
less, divorce rates are creeping up, caus- 
ing Chinese authorities enough concern 
to encourage social scientists to investi- 
gate the reasons for the increase. 

According to recent information, 
around half a million divorces have 
been granted in the past few years. This 
is Still well below the peak years of the 
1950s, when, in 1953 alone, over 1.3 
million divorces were granted, the vast 
majority of them involving unhappy ar- 
ranged marriages. The high divorce rate 
of the 1950s was a direct result of the 
1950 Marriage Law, which attacked a 
range of “feudal” practices regarded by 
the Chinese leadership, along with the 
land tenure system, as the most impor- 
tant obstacles to building a new socialist 
society in China’s rural areas. Although 
the 1950 law introduced equal rights for 
men and women in marriage and di- 
vorce, its implementation encountered 
many problems as it ran counter to 
traditional ideas of morality. It also con- 
flicted with the past raison d'etre of 
marriage, which was primarily a social 
and economic device to link families 
rather than the husband and wife. 

As more couples married under the 
provisions of the 1950 Marriage Law, 
the incidence of divorce declined 
rapidly. Subsequent problems between 
marriage partners were deemed soluble 
through conciliation. Divorce became 
implicitly a threat to social stability and 
so it was discouraged. Loss of affection 
between partners was not seen as legiti- 
mate ground for divorce. Marriage 
breakdowns were often explained as 
due to bourgeois or feudal attitudes of 
one or both partners, which could be 
corrected through re-education, there- 
by removing the need for divorce. 

The number of divorces granted con- 
tinued to drop throughout the Cultural 
Revolution years. In the 1966-76 
period, politics increasingly intruded 
into the divorce process, as it did in vir- 
tually all other spheres of life. Many di- 
vorces were sought to distance one part- 
ner from the other who was being criti- 
cised or persecuted and it often became 
a tool for survival. The Cultural Revolu- 
tion also sowed the seeds for a future 
generation of divorces as many more 
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young people married out of their social 
stratum. These marriages often broke 
up when one of the partners gained the 
opportunity after 1976 to return to their 
original homes or continued their edu- 
cation interrupted by the Cultural 
Revolution. 

The introduction of a new marriage 
law in 1981 had an immediate effect on 
divorce, clarifying the permissible 
grounds for the legal dissolution of mar- 
riages and by recommending the grant- 
ing of divorce even if just one party 
wished it and the other party opposed 
the application. Breakdown of affection 


Chinese couple: divorce rates are creeping up. 


is NOW recognised as a legitimate reason 
for seeking divorce. 

Although the rules have been re- 
laxed considerably, the process of get- 
ting a divorce is still slow and cumber- 
some. Even where both parties agree to 
dissolve their marriage, they are still 
subject to mediation procedures carried 
out by civil affairs authorities, and di- 
vorce is granted only when all attempts 
at reconciliation have failed. 

A number of explanations have been 

offered by Chinese social scientists 
to account for the recent increase in 
both divorce applications and divorces 
granted. The more liberal provisions 
certainly encouraged those who had 
applied unsuccessfully before to try 
again. Then there were those unsuitable 
matches made during the Cultural Revo- 
lution, But these groups only account 
for part of the recent increase. Several 
large-scale surveys of post-1980 divorce 
cases in large cities show a changing pat- 
tern of divorce indicating that the recent 


























rise is not just a temporary phenome- a 
non, but is yet another unintended so 
cial by-product of the current modernis 
sation process E 

The survevs discovered that couples - j 
| applying for divorce were younger and 
had been married for less time than d 
the past — in many cases less than a year 
— and the majority of divorce litigants 
were females. Although many couples | 
had no children, a significant numbere 
those who did had a single girl. a ele w 
pointer to the tensions generated by the 
current one-child policy. 

Although a wide range of factor 2 
have. been identified as causing mar 
riage breakdowns, several appear to be 
especially important. These include in- 
compatible partners rushing into mar- 
riage without really getting to know 
each other; one partner marrying for | | 
mercenary motives; and the interven- - 
tion of a “third party" in the relatione 7 

ship, a euphemism for adultery, — 
Extra-marital affairs are surpris- — 
ingly widespread in what is Out 3 
wardly an extremely puritanical 2 
society, 3l | 

Characteristically, factom 9 
precipitating most divorce pro- 
ceedings are usually blamed ai 
lingering feudal thought oa 
corrosive bourgeois influence; 
Little weight is given to those 
structural or behavioural factors ^ 
which are an intrinsic part OF” 
China's particular form of so- s 
cialist socicty and often have a 
direct, harmful effect on ree 
lationships, such as the common” 
practice of assigning couples to 
work in different cities, 

While the state and party be- 
moan the growth of such “bour 
geois" ideas as greater sexual 
freedom and more casual attitudes to- T 
wards marriage and personal relations, T^ 
some are questioning current attitudes 
towards love and the basis upon which |) 
marriage relations are formed. There is 
growing dissatisfaction among some 
urban youth with accepting their par 
ents’ values. The leadership's dilemma 
is that having promoted material incen- | 
tives and consumerism, the pursuit of P 
individual self-interest is an increasingly 
common phenomenon. Not surprising- 
ly, this fact figures in more and more 
divorces. 

Within limits the authorities are will- 
ing to accept a greater number of di- 
vorces as an unwelcome but inevitable 
by-product of rapid modernisation. 
This shift in attitudes towards relation- 
ships, especially among the voung, ap- 
pears to be essentially an urban pheno- 
menon. For all the sweeping changes | 
that have taken place in the countryside f 
in the past six years, traditional moral | 
values there would seem to be still firm- 
ly entrenched. ü 
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By William Wetherall in Tokyo 


| n Japan each year, about 1.5 divorces 
Woccur among every 1,000 men, women 


-and children. This commonly cited 
- Statistic makes divorce seem very re- 
= mote. But an entirely different picture 
. emerges when only the married popula- 


- tion is considered, and when the risk of 
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divorce is computed for the duration of 
a marriage. 
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In fact, one out of every 200 married 
couples divorce each year in Japan, 


—]- while one divorce is registered for every 


four marriages. And the probability 


—]- that a first marriage will end in divorce 
| before it is overtaken by death is very 
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—]- roughly one in four or five. 


In February this year, present and 
former members of the imperial family 
held a reunion, attended by the em- 


peror and 91 other adults. Nine of them 


had been divorced. Since many of the 
attendees were couples, the current di- 
vorce rate of Japan's royalty is 10%- 
20% — not unlike that of the loyal 


. masses. 


The Ministry of Health and Welfare 


| recently reported that the number of di- 


| (number of 


vorces in Japan last year fell for the first 
time in 21 years. The crude rate 
ivorces per 1,000 total 
ulation per year) dropped slightly to 


| bs in 1984 after doubling over the past 
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two decades. Not reported was that as 
much as half of the increase from 0.73 in 


graphic changes. 
apan’s post-war baby boom began 
coming of age in the late 1960s. The 


—| marriage rate peaked in 1972, and has 
—] fallen every year since. As the average 


(which is not to say typical) divorce oc- 


. curs around the 10th year of —— 
ag 


the 
- behind the peak in the marriage rate by 


ak in the divorce rate should 


| about a decade. And this is just what has 
_ been observed. 


While the divorce rate was increas- 
ing, analysts attributed the trend to 


| post-war changes in the legal status of 





women, more education and jobs for 
women, and hence greater economic in- 
dependence, and a decline in the social 
stigma of divorce. Critics feared that 
Japan was heading down the same road 
as the US and found a ready scapegoat 
in uuman ribu (women's lib). Column- 
ists in the habit of taking crude statis- 
tics at face value credited last year’s in- 
Significant drop in the divorce rate to 
contrived socio-economic causes such 
as “conservative second thoughts about 
family disruptions” and “shortage of 
jobs for divorced women due to the re- 
cession.” 

In a country that thrives on interna- 
tional comparisons, it was a wonder that 


| | avoiding office love 


no one explained the turnabout as 
further evidence of influence from the 
US, where the number of divorces has 
been dropping since 1982 after vears of 
being on the rise. But Japanese media 
did report that the US rate is still about 
four times higher than Japan's. France's 
rate was said to be only slightly greater 
than Japan's, while those of the other 
northwestern European countries fell 
between the US and French rates. 

This fulfilled the Japanese need to be 
confirmed in their belief that Japan is 
physically, mentally and socially health- 
ier than — hence culturally superior 
to — its rivals. Figures which show 
Japan to be lowest in infant mortality, 
crime and unemployment, and highest 
in longevity, also convince the Japanese 
that they are doing 
something not only 
right but better. And 
perhaps they are. 

Divorce is rela- 
tively easy in Japan. 
Nearly 90% of all 
divorcing couples 
dissolve their mar- 
riages through mu- 
tual agreement, a 
procedure which re- 
quires only the af- 
fixing of personal 
chops to simple 
forms. But an in- 
creasing percentage 
of divorces involve 
conciliation through 
mediators, deter- 
mination by a fami- 
ly court, or litiga- 
ton in a regular 
court. Until a few 
years ago, most di- 
vorces were initiat- 
ed by men. Today the number of di- 
vorces filed by women is more than half 
and rising. Women now petition in 
about 75% of all family court divorces. 

Couples are divorcing later in their 
marriages, when most will have had 
children. Consequently more children 
under 20 years old are being raised in 
single-parent families. The number of 
such families has increased by more 
than 13% in the past five years. But di- 
vorce, rather than death or unmarried 
mothers, is now the leading cause. 


ingle-parent families produced more 

than half of the delinquents ques- 
tioned during a Ministry of Justice study 
in 1983. Newspaper reports of delin- 
quency also give the impression that 
children raised by only one parent are 
more likely to get into trouble. Divorce 


ter would have felt duty-bound to en- 
dure for the sake of the children, if not 
family and self. 

Divorce will become even more con- 
troversial as patterns of marriage and 
family change. Couples are marrying 
later, and not only are they having fewer 
children but fewer first children are 
“honeymoon babies.” Thus more 
women study or work longer before 
marriage, and continue to pursue their 
academic and career interests longer 
after marriage than in the past. And 
once they begin bearing children, they 
have fewer children to raise, and more 
time to cultivate the ambitions they ac- 

uired in the classroom and office. Or 
they work part time to pay for the 
gadgets that make home life so easy, 
and thus dull. 

Increasing longevity means that 
couples face more years together than in 


Dn 





Newlyweds: likely to be divorced after 10 years. 


the past. But rising retirement ages 
lorce longer careers on men, whose 
wives — without a retired husband to 
babysit at home — are thus freer to oc- 
cupy themselves elsewhere and other- 
wise. Moreover, lower seniority pay.re- 
sults in less income, which wives are 
compelled to supplement through out- 
side work. 

A housewife with children in school 
is also under increasing pressure, to 
work at least part time, which inevitably 
expands her social horizons. She meets 
other women in her own situation, and 
men who may attract her more than her 
husband. The wife for whom outside 
work and social networks fail to provide 
the needed release for pent-up energies, 
may start to abuse alcohol or drugs. 
More young women start drinking: be- 
fore marriage, which increases the.risk 
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iof their — up drink as a temedy for 
isolation or other marital problems. 

In Japan, as in the US and other in- 
dustrialised countries, divorce tends to 


be more traumatic for men than for | 


women, who also survive other expert- 
ences of separation better than the 

"stronger" sex. Divorced men — but 
also widowed men and bachelors 
have comparatively higher sucide rates 
than divorced women. Although men in 
general are about twice as likely to com- 
mit suicide as women, divorced men are 
four times more likely to kill them- 
selves. 

This means that men are more de- 
pendent on marriage as a form of life 
support. That marriage is compara- 
tively more stressful for women, and 
more nurturing for men, may explain 
why many Japanese men are alarmed 
about thé emergence of intellectually 
and economically more independent 
women. According to most public opin- 
ion polls such men Often refuse to accept 
that many women are actually taking 
charge of their lives, and persist in their 





diro: Japan's most eligible bachelor. 


belief that women still behave in more 
traditional ways. 

The perception gap is widened by 
TV dramas that come out squarely on 
the side of women. A number of recent 
TV movies have featured heroines who 
successfully escape their unbearable 
marriages. Most of these programmes 
are aired between 9 and 11 at night, 
when the children are in bed and the 
wives have time to kill while waiting for 
their husbands to stumble home from 
after-hours “work” in restaurants, pubs 
and cabarets. While the late commuters 
bury their heads in intoxicating tab- 
loids, comic books and weekly 


magazines advising them how to avoid 
the snags of ofisu rabu (office love) 
when seducing their young fem 
workers, 
cape from married life. 


ale co- 
their wives learn how to es- 
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‘It’s all r right to dream, 
it's wrong to marry 


ike other heirs-apparent to Japan's 

124-generation throne, Prince Hiro 
(Hironomiya Naruhito) had been 
reared in a nearly germ-free bubble. 
But in the summer of 1983 he ventured 
to the septic wilds of Oxford's Merton 
College to study marine transportation 
in medieval Europe. He shared campus 
life with other graduate students, 


— — — 





washed and ironed his own clothes, | 


missed Japanese food, collected silver 


| Spoons, invited classmates to his room 








for hot sake when not throwing darts at 
a local pub, and otherwise discovered 
the pleasures and pains of being a prince 
in a European country. 

Hiro is not a mere royal appendage. 
He is 25, the oldest son of Crown Prince 
Akihito — whose hair has whitened 
while watching his own father, 


Hirohito, become, in six decades, the | 


Japanese history. He is 
being groomed as an “inter- 
national person" in an era 
that foresees the imperial 
family plaving a greater role 
in improving Japan's image 
abroad. Japan's Constitution 
limits the political activities 
of the imperial family to cere- 
monial acts, but Hiro would 
like to do what he can to ease 
| trade friction and promote 
mutual understanding. 

Hiro returned to his 
family home, the imperial 
palace in central Tokyo at 
the end of October, along 
with legions of weekly 
magazine reporters, who re- 
gard him as Japan's most 
eligible bachelor. Every 
rumour about the latest 
entry in the royal marriage 
^| sweepstakes is ardently fol- 
— lowed up. 

Whakver his empress, she will have 
to be of solid Yamato stock like himself. 
Japanese have no truck with the Euro- 
pean and even Chinese tolerance (to a 
point) of inter-ethnic marriages. While 
fortifying his Yamato spirit with “pure 
Japanese cuisine” during a summer 
break back home in 1984, Hiro denied 
stories that he had someone in mind, 
but he let it be known that he would pre- 
fer a kokusaijin (international person) 
by which is usually meant a person 
“able to speak English enough to facili- 
tate the defence of Japanese culture 
from foreign incursions.” 

Whatever Hiro meant, he appa- 
rently had not yet considered the possi- 
bility of an international marriage. “! 
have never even thought of one,” he re- 
portedly stated in early October at a 
press conference held in London just 











longest-reigning emperor in | 








before his return home via the US. — 
he added that he wanted to marry a — 
woman who could express her own. 
opinion *when necessary" (in E- 
judgment he failed to say). i 

Three weeks later, on the eve ot 
the transpacific last leg of his jour- | 
ney, his answer to the big question had - 
somewhat changed, no doubt because - 
his US itinerary had included a visit to 
Princeton University, and an "unex- | 
pected" audience with the girl of his 
dreams. 

"She's better looking than even her 
pictures," he blushed when queried 
about his 15-minute meeting with 
Brooke Shields. The star put her arm 
around his shoulders for a picture, 
exhanged addresses and promised to 
write, before rushing off to a French 
class. 

"It's difficult for me to express in 
words the image of the ideal woman 
that's drawn in my head," Hiro told re- 

rters in San Francisco, practising his 
bachelor diplomacy. “It used to be the 


| actress Keiko Takeshita, but now it's 


someone like Brooke Shields, who says 
things clearly and untimidly. How- 
ever," he laughed, “I can't marry a for- 
eigner." 

This suggests that Hiro has given the 
idea at least passing thought. One also 
imagines that the prince's "however" 
was as close as he could get to “unfortu- 
nately" without worrving his pedigree 
guardians back home. 


n Japan, no one seriously thinks that 

Hiro will be swimming the palace 
moat to practise his English on glamor- 
ous foreign models in Tokvo's Rop- 
pongi discotheques. Despite an extra- 
ordinary overseas exposure and an out- 
going manner that make him more 
wordly than either his father or grand- 
father, he lacks the social freedom both 
granted to and claimed by his often con- 
troversial European peers. 

If Hiro's almost bonsai-like (wire- 
controlled) future is in any way lament- 
able, it is not because the world needs 
more blue-blooded playboys playing 
with jet fighters and porn actresses. Nor 
would a political marriage have mean- 
ing in an age when most monarchies are 
nominally constitutional. But Japan's 


| ban on international marriages for its 





royalty, though some intermarriage 
with Koreans has occurred, is sad be- 
cause it smacks of the ultimate non-tar- 
rif barrier. 

How can other countries trust the 
global smile of a nation that kee —* 
royal children from being the w 
zens they would surely Leod if they 
were not forced to be so endo 

— William Wetherall 








Singapore sharetrading finds new life 


| Lull before the storm 






















| _ By Anthony Rowley in Singapore 

« 1 MES calm descended on the 

Singapore and Kuala Lumpur 
uw) —— —— after their 
. reopening on 5 December. The drama- 
tic crash in both markets on the day of 
3 : I ‘their reopening after an unprecedented 
three-day suspension of trading was fol- 
- lowed by an apparent return of bullish 
sentiment. However, the calm is almost 
| certainly a lull before more bombshells 
B begin dropping. 

Over the next few months, a huge 
volume of forward contracts to buy- 
8 Shares at guaranteed prices will 
. mature, bringing possible default on 
—the part of some borrowers and at 
. very least an inability to meet margin 
— calls: A number of brokers in both 
. centres may suffer the same fate as As- 
- sociated Asian Securities in Singapore 
- which suspend dealing on 5 December, 
- while numerous banks and merchant 
— banks are expected to be left with crip- 
g debts. 

— Informed estimates are that some 
- $$2-3 billion (US$944 million to US$1.4 

billion) of such buy-back agreements 
f} are still open in Singapore alone, rather 
‘than the S$600 million or so estimated 
Eby the Monetary Authority of Singa- 
| pore (MAS) as the total exposure to for- 
- ward contracts by the 25 members of the 
Stock Exchange of Singapore (SES). 


Es 
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| so involved in formal “hypothecated™ 
lines from banks to brokers against 
| securities. The implications of default 
are almost as frightening for banks in 
-— both centres as they are for brokers. 
—] These (typically six-month) forward 
—] contracts to buy back shares, entered 
—] into not only by Malaysian businessman 
4 Tan Koon Swan and the Pan-Electric 
| group (now in receivership) but by a 
- host of other prominent entrepreneurs, 
— | have been financed by just about every 
| type of local and forei e bank in Singa- 
pore and'by many in rg cs In Singa- 
pore, the exposure of foreign banks 
alone is put at around S$1 billion, repre- 
senting more than 50% of their local as- 
— | sets in many cases and 90% of their re- 
F | venues. 
et Even as the MAS continued to pres- 
— | sure Tan in the days following the mar- 
— | ket reopening to rescue the Pan-Electric 
group, whose collapse precipitated the 
market crisis (REVIEW, 12 Dec.), the 
| conviction was growing in both Singa- 
| pore and Kaula Fun that even a res- 
cue of Pan-Electric cannot forestall 
further crises and a collapse of investor 
confidence in both markets. 






| "This is in addition to the $$1.6 billion or | 


Against this background, the advice 
given publicly by Malaysian Finance 
Minister Daim Zainuddin on 6 De- 
cember that small investors should con- 
tinue to support the market was seen as 
remarkable, to say the least. Daim's 
close involvement with the stockmar- 
ket, though his own investments are 
managed by a blind-trust type arrange- 
ment allowing him no direct part in their 
management, has become a major talk- 
ing point among the financial communi- 
ty. Daim's earlier exhortation to Malay- 
sian institutional investors to support 
the local market is also being viewed as 
a breach of ministerial detachment from 
the market-place. 

Meanwhile, the political dimensions 


| of the Pan- Electric affair continue to 





Daim: remarkable advice. 


grow. While Kuala Lumpur officials, in- 
cluding Daim, have sought to blame the 
whole market crisis on Singapore, it is 
believed that officials in Singapore up to 
the most senior levels of government 
are furious at the damage done interna- 
tionally to Singapore's reputation as a 
financial centre. 


T MAS has continued to exert con- 
tinuous pressure on Tan to bail out 
Pan-Electric and its various associates. 
The Commercial Affairs Investigation 
Department is conducting an insider- 
dealing investigation of Pan-Electric in 
tandem with inquiries being made by re- 
ceiver-managers Price aterhouse. 
The threat of even more serious ac- 
tion is believed to be held over Tan’s 
head and sources in the financial com- 
munity say he will be lucky to escape 








some sort of scapegoat-like punishment. 

The crisis has polarised Singapore's 
financial community to an unusual ex- 
tent in its condemnation of the tactics of 
the MAS. Apart from calling a com- 
ues halt to stockmarket trading on 2 

ecember an action which one 
broker told the REVIEW had put Singa- 
pore damagingly on the map even with 

oreign brokers who “scarcely knew of 
its existence before" — the MAS set up 
an eight-man supervisory committee 
headed by MAS managing director J. Y 
Pillay to oversee the securities indus- 
try. 

This was seen as a typically high- 
handed attempt to discipline the 
stockmarket which, though clearly. in 
need of reform so far as securities 
financing is concerned, is al- 
ready governed by the MAS, 
which took over last vear to 
police the market under the 
Securities Industry Act. Ironi- 
cally, those powers include 
(under Part 10) rules to prevent 

"false trading and markets" and 
“market-rigging transactions.’ 
Brokers and others are openly 
asking why, if the MAS enjoyed 
these powers plus the ability to 
scrutinise bank lending to the 
securities industry, it did not 
spot the vulnerability of the sys- 

tem to a crisis much earlier. 

The failure of the SES itself 
under chairman Ong Tjin An to 
detect the magnitude of for- 
ward-contract exposure by its 
members, or at least to act upon 
it if it did, is also being ques- 
tioned. But sources told the 
REVIEW that in many cases such trans- 
actions may not have appeared in brok- 
ers’ accounts for the SES — even as con- 
tingent liabilities. The commission was 
simply recognised upon maturity of the 
contract but otherwise no provision was 
made. 

Another question being asked is why 
the stockbroking industry in Singapore 
has suddenly run into such trouble after 
being regarded for many years as "good 
and sound" certainly throughout the 
long tenure of former broker Ng Soo 
Peng as SES chairman. Warning flags 
should have been hoisted last year, 
some suggest, when local broker Alfa 
Pacific (believed to have been involved 
in forward contracts itself) ran into trou- 
ble and came under the direct manage- 
ment of the SES. 

The broking industry in Singapore 
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Goh Khian Chee, son of forrher eat 
prime minister Goh Keng Swee (now 
deputy chairman of the MAS) is a part- 
ner in City Securities, another promi- 
nent broking 2 firm. One of the brokers in 
the firm of Kim Eng Securities also has 
family links with another brother of the 


" prime minister, Dennis Lee. This pre- 


. sumably will heighten official anxiety to 
see the broking industry restored to a 
sound footing. 

- MAS officials declined to talk to the 
i 'REV IEW about any aspects of the crisis. 
j One senior and respected figure in 
the local financial community told the 
REVIEW: “The MAS is adminis- 


7 - tering the banking sector plus the brok- | 
Were they aware of all 


ing industry. 
this? Tf not, why not?" The MAS reac- 
tion, he said, was a “failure to exercise 
judgment. Any attempt to legislate 
further and create more rules will fail." 


~ everal years ago, a suggestion was 
# made by the SES that a formal, Japan- 
ese-style securities finance corporation 


Ed rove) is ecdited with CAE this 


type of forward contract in Singapore 
after Tan and Peter W. F. Tham. a 
former director of Pan-Electric and | 
former partner in the suspended As- 
sociated Asian Securities, agreed in 
1984 on a mutual share-purchasing 
agreement. (It is not certain that Tan 
knew that the forward contracts under 
which Tham agreed to buy $$140 mil- 


lion of shares of Grand United Holdings - 


IGUH ] and Supreme Corp. were lodged 
in. Pan-Electric. Tham has since left 
Singapore. ) 

The crunch is likely to be big when 
it comes. A host of contracts are 
due to mature between now and next 
March and if the underlying securities | 
on which they are written have fallen | 
below the contract price or even ceased 


trading by then, the damage is likely to | 


be severe. Apart from the S$140 million 
of forward contracts held by Pan-Elec- 
tric itself, its part owner, Growth Indus- 
trial Holdings (GIH), had forward con- 
tracts to the extent of S$110 million in 
Supreme and in GUH. These com- 
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forced the markets savagelv low 
has effectively locked in many 
institutions. 
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= -beset up in the republic to lend against 
| the purchase of securities in a manner 
which offered some assurance of control 


over the amount of credit created for 


such purposes. Instead, numerous 
| forms of securities financing have prolif- 
| erated inan apparently uncontrolled 
| manner, to the point where they now 
| equal more than half of Singapore's 
E TONI defined (M1) money sup- 
piy: 
As one banker put it to the REVIEW 


“These [forward] contracts were >a 
signed to suck the maximum amount of 


money out of the banking system. Nor- | 
mally banks might only give 50% of the | 
|. value of securities deposited. [With the 
.. buy-back deals] S$100 million worth of 
| securities will suck S$100 million out of 
banks — of S$50 million. In some 

e of the forward contract 


| 
| 
J 
| 


panies, like others in the Tan stable such 
as Everpeace and Sigma, are now sus- 
pended. —. 

This alone will mean certain brokers 
will be faced with with heavy losses 
which could absorb a large part of the 
S$180 million set aside in rescue or 
“lifeboat” funds in Singapore plus an 
amount of $$150 million in Kuala Lum- 
pur. But this is only the tip of the iceberg 
compared with the huge amounts of 
forward contracts written. 


The lifeboat funds are in any case in- ` 
tended strictly to honour obligations be- 


tween broker and breker, not between 
broker and bank or broker and client. 


. And the moment a broker draws on any 
of the lifeboat funds subscribed by a 


group of the big. four local banks — a 
$$150 million ass istance Je plus: a t ) 
million liquidi / — he be 
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They cannot guarantee to 
scrip within the 24-«hours ( 
period and they no longer tru 
pore brokers enough to depo: 
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now," commented one. This is 
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equent ie porn douis 
yelled a body blow at Malaysian: 
s confidence, already hammered - 
ring of political, commercial and | 
odity price developments this 
eports of heavy exposure of var- 
usinessmen to forward-contract- 
w other house-of straw share-fi- 
‘de als are sweeping through Kuala 
ipur. | 

fhe brokerage community under- 
dably applauded Finance Minister. 
m Zainuddin's determination to 
p stockmarket credit lines open. 
en before [the Pan-Electric affair]. " 
um told parliament on 4 December, 
e government has already directed 
ks to lend more to the stockbroking 
mmunity." 

Beyond doubt the Malaysian au- 
orities have helped to spike incipient 
anie On 6 December, Daim said 
ks would be able to provide “100% 
lancing to institutional investors.” 
nlike Singapore brokers, Kuala Lum- 
r is not burdened by such a high de- 
ee of exposure to foreign banks 
i cugh one foreign banker estimated 
at foreign loans for share-financing 
uld run to “several hundred million 
laysian dollars." 

But some analysts are questioning 
jether this commitment to the stock- 
jarket is what the Malaysian economy, 
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already beginning to show signs of a 
downturn, really needs. "How much 


more credit — which can surely find a 


more productive use — should go into 


propping up share values that, in the ab- 


sence of convincing corporate perform- 
ance, will continue to be grosslv in- 
flated?" a bank economist asked. 

Daim's bullish refrain, both in the 
past week and in past months, has 
struck a constant upbeat tone amid the 
bearish cacaphony. “As a businessman, 
Daim believes market confidence has a 
certain independent life of its own.” a 
broker said. And the finance minister's 
own direct or indirect interest in a 
buovant market — Daim family holding 
companies have sizeable stakes in many 
listings — at least “reassures some scep- 
tical investors that sustained govern- 
ment backing will continue.” as one 
broker put it bluntly. 

Besides Daim talking up the market, 
a more tangible step to restore confi- 
dence came in the form of a M3150 mil- 
lion (L'S$61.9 million) bank consortium 
credit to bail out any beleaguered brok- 
ers. Mast of the country’s leading banks 
will participate. In announcing the facil- 
ity on 4 December, Malaysian Associa- 
tion of Banks (and Bank Bumiputra) 
chairman Tan Sri Basir Ismail said that 
an obligatory collective guarantee from 
all 132 individual brokers on the KLSE 
would secure lending to anv troubled 


other half of the loan came from Per- 
wira Habib Bank. 

As security Pradaz gave D & C only 
enough CSM shares (then valued at 
M$5.60 a share) to give a 60% margin 
over the loan amount; just before and 
just after the 2 December stockmarket 
suspension, CSM had dropped to 
M$3.90 a share. Many foreign banks de- 


| mand a 150% margin with security of 


this nature. In December 1984, D & C 
also guaranteed a US$15.75 million 
foreign consortium loan, lead-managed 
by Arab Malaysian Merchant Bank, to 
finance Pradaz’ purchase of 13.752 mil- 
lion CSM shares. The loan partly 
guaranteed by Supreme eight months 
later was to finance a one-for-two swap 
of these shares for Raleigh units. 

Daim has a strong place in D & C's 
ledgers. Besides a personal M$200,000 
overdraft, the bank — Malaysia's fifth 


largest — had already given the finance 
minister 8 Property and Share-trading 
& T { " ies -Pembi-. 
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funds had been received by 


requirements would, perhaps deliber- 
ately, make the facility a fund of last 
recourse, Three or four brokers are 
thought to be in difficulty. —. 

The KLSE has also prohibited for- 
ward contracts or agreemerits to deal in 
shares in the future at predetermined 
prices, and has imposed rather more en- 


forceable rules to compel. immediate |. 


scrip delivery. This contrasts sharply 
with a decision 12 months ago to extend 


the settlement period: to entice more - 
money to the KLSE, Daim at the end of | 


1984 approved the doubling of delivery 
time from a maximum of one week to 


two weeks. But in other respects the | 


KLSE is not emulating the Stock Ex- 


change of Singapore: no overt move has. 
been made to put the KLSE under di- : 


rect government control nor are share- 
brokers being asked to contribute to a 


special fund to meet contingent Habili- 


fies. 


T Koon Swan’s future hangs as a 
much more immediate question 
over both the market and the future of 
the Malaysian Chinese Association 
(MCA), the second most senior politi- 
cal party in Malaysia's ruling National 
Front coalition. government. On 24 
November Tan won the MCA presi- 
dency after a bitter, 20-month struggle. 

Through nominees and a controlling 


stake in Grand. United Holdings 
(GUH). Tan runs the Supreme Corp. 
group =- which includes insurance, fi- 


eve tuy rion P on era v vang urna p are retard ra e e SN 


naan Maluri, Ibu Kota Development, 
Taman Bukit Maluri, and Dani among 
others) M$49.5 million in overdrafts, 
term loans and letters of guarantee by 
the time the request for the additional 
M$1S million came in. 

The Supreme QBE-guaranteed facil- 
ity came just after a “lapsed” bid at the 


eral takeover of CSM — also on a share- 


share. Raleigh's bankers said then that 
the Capital Issues Committee (CIC, 
Malaysia's securities-vetting agency) 


been directly under the Finance Minis- 
try since January 1985, having previ- 
ously been under Bank Negara. 







just before Roxy Electrical Indus- 
tries bought out Pradaz at the e 
September. Roxy paid M $1 par for each 


40 Decem- 
ber, brokers said the tight supervisory. 


end of July. by Raleigh to effect a gen- 
swap basis of two Raleigh for one CSM 


had not agreed to the deal. The CIC has 


S: upreme QBE guaranteed the loan 
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; 1984). 


ume 
| 
ie nents promptly labelled this as an ar- 
-—j rangement designed to match favour for 
"| favour between the new MCA president 
| and the leading businessman behind 
Unico Holdings, Tan Sri Wee Boon 
| Peng — leader of the highly influential 
| Associated Chinese Chambers of Com- 
| merce and Industry in Malaysia. 
| It is known, however, that Tan had 
| first expressed interest in having the 
| cash-rich Unico buy into GUH as long 
ago as last September. Moreover the 
REVIEW understands that Wee — aware 
| of likely reaction from some in the 
Chinese community to his "bailing-out" 
of Tan — hesitated. The Unico board 
met on 10 December to select merchant 
bankers to review GUH's assets. Apart 
| from Wee, the proposed scheme will 
| probably bring in other influential 
| Chinese businessmen, such as Robert 
: Kuok and Malayan United Industries 
n 


Ani Vie vnnd 


financier Khoo Kay Peng. 


— it the ideal guarantor: unpub- | 
lished accounts for the year ending 31 


December 1984 show shareholders’ 
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tax profits of M$2.9 million on a M$31.6 
million net turnover, current assets of 

| M$24.135 million and current liabilities 
of M$28.9 million. 

| earlier this year Daim's and Tan's 

| interests again coincided when Dani 
Sdn and another Daim family company. 
Daan 5dn, bought companies — 

| 20% of United Malayan Banking Co 

| 


a. which Daim already had a 40.7% stake. 
_| The. vendor was Multi-Purpose Hold- 
| ings, a holding company owned by an 
. MC A-linked cooperative and managed 
by Tan. Some of that stake is now being 
sold to Raleigh for cash. 
; 'Reliable sources also described 
-Tan’s purchase last year of a parcel of 
Kuala Lumpur city land from Anjupadu 
Sdn. It is believed the deal was financed 
by pledging Supreme and other shares 
-as security for a loan from Kewangan 
Usaha Bersatu, a finance company sub- 
sidiary of.an United Malays National 
si lisation mE company. 
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By Jose Galang in Manila 
HT Philippine Government's econo- 


mic technocrats have thwarted an at- 


tempt by coconut-industry . 
Eduardo Cojuangco to seize control of 
the troubled sugar industry. Cojuangco 
had offered to fund — and thereby con- 
trol — a marketing body being set-up by 
sugar planters and millers to.replace the 
state trading monopoly, the National 
Sugar Trading Corp. (Nasutra). 

In exchange for providin see j 
n of P250 million (US$13.5 mil- 
lion) for the proposed private-sector 
Philippine Sugar Marketing Corp. 
(Philsuma), Cojuangco wanted 50% 
ownership and control of the manage- 
ment. He also wanted the proposed.cor- 
poration to have a monopoly on sales to 
both the domestic and export markets 
— the same functions decreed by the 
government for Nasutra in 1978. 

The proposal of Cojuangco, a so- 
called crony of President Ferdinand 
Marcos, is out of line with a programme 
for the dismantling of monopolies in the 
local sugar and coconut industries that 
Manila has worked out with its principal 
sources of foreign financial support. In 
fact, the IMF and the World Bank con- 
tinue to provide credits and loans in sup- 
port of the country's economic recovery 
programme on condition that the gov- 
ernment will, among other things, free 
trade in these key agricultural sectors 
| (REVIEW, 31 Oct. ). 

The Philip pine sugar industry is in 
distress. With prices of the commodity 
on the world market at only about a 
third of local production costs and, with 
many producers illiquid because of their 
inability to collect money. owed by 
Nasutra, activity in the farms and mills 
has wilted considerably. This has. re- 
sulted in a large body of displaced work- 
ers which has become a major social 
problem for the Marcos government. . 

For the crop year to September 1986, 
the government has assured, at least for 
the domestic market, a minimum price 
of P300.a picul (133.33 Ib), which is just 
above production costs for most mills. 
There is also a crop production ceiling 
of some 1.6 million tonnes — far below 
the annual average of 2.4 million tonnes 
of the past decade — of which nearly 1 
million tonnes is intended for the local 
market and 208,000 tonnes for the high- 
price US market. To ensure active pri- 
vate-sector involvement in the. pro- 





be run by bona fide planters and millers. 
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Eduardo Cojuangco fails to win control of Philsuma 
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tion from the previous incest 
between the regulatory P 
Sugar Commission and Nasutra 
was one of the commission 
sidiaries. Both agencies, along ¥ 
main source of sugar-financing 
lic Planters Bank, were he 


nedicto, who through these 
held a dominant position in th 
try. 

Fears have been expre 
domestic sugar prices may sou 
under the free-trade scheme.. 
general economic slowdown. 
exploited in Cojuangco's offer to 
form Philsuma into a monopoly — 
the support of at least 80% of theg 
try's producers and millers. Coy 
argued that with that kind of 
new monopoly would be able to 
the industrys over-supply w 
necessarily forcing prices down. 

Aside from it perpetuating the: 
trading monopoly, a major argi 
against Cojuangeo s proposal is tP 

also controls a sizable share of dom 
demand for sugar, San Miguel Corp 
which Cojuangco is chairman, produ 
various food bas (soft dr 
through an affiliate and fruit-j 
drinks and ice cream through à m 
division) that account for some 30* 
local industrial demand for the c 
modity. Another soft-drink bottli 
company has the Cojuangco-contre 
United Coconut Planters Bank (1 
as depository bank. Critics say t 
rangement. affects the bottling - 
sugar-consumption patterns. 





rime Minister (and concurre 

nance Minister) Cesar Virata, 
oversees the IMF-supported eco 
programme, rejected the C 
proposal by the end of Noven 
as it won the support of about ae 
planters and millers. Virata’s 
came only a week after Cojuang 
ranged a meeting between Marec 
some 500 industry leaders to pu 
scheme. Reports indicated that M: 
favoured the idea, but the need 
to the IMF conditions ultimately p 
vailed. 

On 6 December, Philsuma was 9 1 
cially pde d xe with its 
thorised c capital fixed at PIOC 
which P25 million was 
scribed. The nine 1 
were led by Fred 
planter who was 
promise betw 
and ay close a 
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from various sugar-prc chin da 
Six more seats on Philsuma's 

- yet to be filled. 

— The incorporation of Philsuma will 
— be followed by formal negotiations with 
‘a group of six major banks (five private 

commercial and one specialised govern- 

ment bank) and the start of the new crop 

z year's export shipments for the US mar- 

^ . The banks are being tapped for a 






ard are 

















'syndicated loan of P250 million to ena- 
ble Philsuma to start buying sugar al- 
ready being produced by some of the 
“mills. As for exports, the Philippines ts 
‘committed to ship some 210,000 tonnes 
to the US before the end of December 
for it to land as scheduled in early 
January. 

_ Meanwhile, interest rates and the re- 
latively high risks in the sugar industry 
— owing to poor price and consumption 
prospects in the world market within the 
foreseeable future — will be major fac- 
tors in discussions on the financing for 
Philsuma. The banks would like their 
yields on the loan to Philsuma to at least 


^ approximate current earnings on gov- 
ernment securities of around 17-19%. 
___ Cojuangco’s spurned bid for the in- 
dustry was his second during the year. 
| In February, he was drafted by a group 
_ of planters to lead a proposed group to 
- vie for the mid-year elections for the 
| sugar commission. He was then billed as 
} an acceptable alternative to Benedicto. 
- However, Cojuangco withdrew a few 
| days before the election. 
°| . Judging by his past actions in other 
—] industries, Cojuangco may fund the es- 
| tablishment of several ventures — much 
| smaller than his originally sought mono- 
| poly — to operate in the domestic sugat 
| market. Earlier, the Cojuangco-led 
| UCPB helped set up at least nine 
— | coconut-trading companies which re- 
| placed the coconut monopoly that was 
| dismantled early this year. Around the 
middle of 1985, too, the UCPB funded 
the setting up of six wheat-importing 
groups after Cojuangco failed to win 
| control of wheat imports via a presiden- 
— | tial enactment. | Oo 


regions. 
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'Stray' equity warrants in Europe worry some Japanese firms 


By Bruce Roscoe in Tokyo 


A Casio Computer Co. finance man- 
ager looked at his Reuters screen 
on 17 October, and spotted a Swiss- 
franc issue of 55,000 Casio equity war- 
rants, going at Sfr 700 (US$336) each. 
Each warrant entitled the holder to ac- 
quire a minimum 100 Casio shares at 
* 1,300 (US$6.42) each, equivalent to 
an 11.3% premium on the Tokyo clos- 
ing price on 17 October. 

It was a hot issue, judging by report- 
ed comments of Euromarket bond deal- 
ers. It had virtually sold out in the grey 
market on 17 October, well before the 
deal was signed by a Citibank syndicate 
on 6 November. The 45,000 warrants 
originally planned had been increased 
to 55,000 (representing about 3% of 
total Casio shares outstanding) to meet 
investor demand. 

The only point which stood out as 
strange to many Japanese corporate-fi- 
nance managers was that Casio had not 
made any issue on the Swiss market. 

This warrant issue in fact had been 
launched by Citicorp Bank (Switzer- 
land). It was made possible by a Casio 
Euromarket issue in March 1984 of a 
US$80 million convertible bond with 
55,000 warrants attached, each warrant 
convertible into 100 Casio shares. 
Citicorp Bank had detached these war- 
rants and re-issued them as a Citicorp 
Bank issue. 

Such secondary-market trading in 
warrants as a separate marketable secu- 
rity in their own right, though legal in 
Switzerland, has struck many Japanese 
corporate-fund managers as unor- 
thodox. Some ask what would happen if 
the company in whose name an issue 
was made, by accident of timing, simul- 
taneously planned its own convertible- 
bond and warrant issue. Which would 
be favoured by investors? 

Another complication is that the re- 
packaging of the Casio issue has re- 
sulted in two C or exer- 
cise prices: the Citicorp Bank Casio 
price of Y 1,300 a share, and ¥ 1,248 a 
share in the original Casio issue. 

As in the case of Minebea Co., the 
Japanese company which Glen Interna- 
tional Financial Services Co. and 
Trafalgar Holdings say they wish to buy 
(REVIEW, 21 Nov.), many Japanese 
companies have raised money on the 
Euromarket through convertible bonds 
(some with warrants attached) without 
realising the full extent to which the 
warrants can be traded. And they have 
given little thought to the possibility 
that an unfriendly buyer may be snap- 
ping up the warrants for actual conver- 
sion into shares. With the possible ex- 


ception of Minebea, however, foreign 
merchant bankers in Tokyo say most 
Japanese issuers of this kind of secu- 
rity have not issued enough to allow 
a dangerous level of share accumula- 
uon. 

Whereas a convertible bond can be 
bought and converted into a number of 
ordinary shares issued at a fixed price — 
and usually a fixed exchange rate — à 
bond with warrants attached allows the 
investor to subscribe to a certain 
number of shares at a fixed price by de- 
taching the warrants from the bond, and 
still keep the bond after having bought 
the shares. Equity warrants effectively 
are bait, enticing investors to subscribe 
to something else — in the Casio case, a 
bond. 

The Citicorp group is credited with 
pioneering the re-issuing of warrants, 
dubbed “covered warrants." The first 
re-issues involving Japanese companies 
were made by Citicorp Bank (Switzer- 
land) in April and May — one re-issue 
each of warrants of textiles maker 
Tovobo Co. and Kobe Steel. 


Tw was some confusion in Japanese 
securities circles over the third, the 
Casio issue, because it was erroneously 
thought that Citicorp Bank in fact was 
raising a cheap loan off the back of 
another issue (evidently there was also 
some misunderstanding over advance 
notice of the re-issue to Casio). Citicorp 
Bank simply was guaranteeing investors 
that it had previously purchased suffi- 
cient Casio equity rights to be able to 
deliver the prescribed number of Casio 
shares against the newly issued Casio 
warrants, should investors wish to con- 
vert. 

Although the re-issuing of warrants 
brings some advantages to Japanese 
companies, such as a broader investor 
base and more active trading, it may 
take some time before the concept gains 
full acceptance, at least in Japan. When 
Citicorp Bank (Switzerland) repack- 
aged Toyobo warrants, a Toyobo exe- 
cutive remarked that the company felt 
as though Citibank were entering a 
sumo wrestling ring wearing Toyobo's 
loin cloth. ` 

But Citibank has not stopped at the 
three issues. A fourth was announced 
on 18 November, for 75,000 covered 
equity warrants of Mitsubishi Corp. 
(each warrant costing Sfr 170 and con- 
vertible into 100 shares at ¥502 a 
share), issued with advance notice to 
Mitsubishi. The Japan representative 
office of Citibank International says a 
fifth issue is being studied. 





GIB 


A volatile world demand 
sophisticated foreign exchange dealing 
GAB provides it 


As fluctuating exchange rates continue to put 
pressure on corporate profitability, changing patterns 
of trade are underlining the need for specialist 
expertise in the currencies of the Gulf countries. 

As a major dealing force in the world-wide 
foreign exchange market, GIB offers some very 
special advantages for companies dealing in Gulf 
currencies, GIB can also service your requirements 


in financial futures, interest rate swaps, Currency 
swaps, and other related activities. 
GIB's dealing network, operating round the 
Clock from offices in Bahrain, London, New York 
and Singapore, is just one of a comprehensive 
NP all ral En range of commercial and merchant banking 
— services through which GIB provides solutions 
Gulf international Bankssc whatever the problem. 


Gulf International Bank B.S.C. 


Bahrain: Al-Dowali Building, King Faisal Highway, P.O. Box 1017, Manama. Bahrain 
London: 2-6 Cannon Street, London EC4M 6XP 
New York: 499 Park Avenue, New York, NY 10022 
Singapore: Unit 1 101-1106, Shell Tower, 50 Raffles Place, Singapore 0104 
Cayman: c/o 499 Park Avenue, New York, NY 10022 
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| THE VERY LATEST 
JNICATIONS 


58 56'N, 3°30’E. The North Sea. Norwegians 
can make phone calls from here, to anywhere 
in the world, and never talk to an operator. 

Four years ago Norway installed a cellular 
mobile telephone system from Ericsson. It lets 
people call from places they never could before. 
A boat, a car or truck, even an oil rig. 

This has created new groups of telephone 
users, and new sources of income for the Nor- 
wegian Telecommunications Administration. 
Like fishermen and the petroleum industry in 
the North Sea, and businesspeople and truckers 
on the road. 

It’s great for their business, and great for the 
Norwegian telecomm’s business. This year, 
15-2096 of its new callers will come from this 
cellular user group. 

Ericsson 1s the most experienced manufac- 
turer of cellular mobile telephone systems. We 
have supplied the world's largest, with over 
200,000 users, and systems of every size. In 
cities like London, Kuala Lumpur, Madrid and 
Chicago. 

And only Ericsson offers you the choice of 
all the major system standards. One of them is 
right for your country. 

Cellular mobile telephone systems. The latest 
way for you to profit from new technology. 

Don't miss the boat. 
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KNOWS DELHI 


For centuries travellers and merchants 
have passed under the shadows of the minarets 
and mosques and have been captivated by 
the spirit of Delhi. The warmth of our smiles. 
Our excellent cuisine. The refreshing calm 
of our pool. Come to know Delhi 


like we do, at The Oberoi New Delhi. 


She Newi Tew Della 


DELHI, INDIA 


OBEROI. THE VERY BEST OF BOTH WORLDS 





AUSTRALIA, EGYPT, INDIA, INDONESIA, IRAQ, NEPAL, SAUDI ARABIA, SINGAPORE, SRI LANKA 
RESERVATIONS THROUGH YOUR TRAVEL AGENT, LRI (TOKYO) 215-5141 OR OBEROI IMPERIAL (SINGAPORE) 7371666 


DID YOUR 

COMPANY 

MAKE THE 
"REVIEW 600’? 


One of the best ways to mea- 
sure the dynamic quality of a 
publication is to examine the 
quantity and quality of the ad- 
vertising pages it carries. Last 
year, when many publications 
were struggling to maintain 
advertising volume, the Re- 
view carried more advertising 
than at any time in its 39-year 
history. 


More than 600 companies 
from every corner of the globe 
selected the Far Eastern Eco- 
nomic Review to promote their 
message representing every 
major category of industry in- 
cluding banking & finance, 
travel, high technology, con- 
struction & engineering, li- 
quor, office equipment, luxury 
products and many, many 
more 


As the world’s premier publi- 
cation on Asian affairs, the 
Review delivers top decision 
makers in business, industry, 
government and the profes- 
sions more cost effectively 
than any other publication in 
Asia. 


To reach the elite, join the elite 
by advertising in the Far East- 
ern Economic Review and join 
the Review 600. 


For a composite of every ad- 
vertisement carried write, on 
your company letterhead, to: 


Ms. Elaine Goodwin 
General Sales Manager 
Far Eastern Economic Review Ltd 


GPO Box 160, Hong Kong 











SUCCESSFUL LARGE-SCALE FINANCING - 


REQUIRES AN ABILITY TO LEAD. 


With over 80 years experience as the key 
bank to Japan’s major industries, IBJ comes 
natural to leadership in large-scale financing. 

Our knowledge of international markets, 
ability to assemble superior partners, and 
credit analysis capabilities have been honed to 
a fine professional edge. 

Today, IBJ innovates corporate, project, 
and other financing solutions in yen and key 
international currencies globewide. 

In large-scale financing, or myriad 
international money matters, 

IBJ is the $89 billion force that IF 


can lead you to success. 





INDUSTRIAL BANK OF JAPAN 


IBJ is the only Japanese financial institution to be rated reas Office: 3-3, Mar 'unouchi home, Chiyoda 
AAA by Standard & Poor's and Aaa by Moody's. Phone: 214-1111 Telex: 42234 
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Where less is more 


Fiji hopes family planning will gain it an economic breather 


By Robert Keith-Reid in Suva 
Fi planners have accepted that 
the country's economic prospects 
depend largely on how successful it is in 
cutting population growth. So, reducing 
the annual birth rate (from around 29 a 
1,000 to 25 a 1,000) by 1990 has been 
made a key target of the country's ninth 
development plan, for the period 1986- 
90 


Such a reduction, coupled with 
steady migration to such destinations as 
North America and Australia, should 
cut annual population growth to 1.9%. 
If that can be achieved, then most of 
Fij's other population-related prob- 
lems will become manageable, accord- 
ing to the plan's architects. 

Since 35,000 new jobs are expected 
to be created for Fiji's 700,000 people — 
a growth of 3.1% — then unemploy- 
ment should be cut from an estimated 
10.2% to 7.2% , as the number of people 
entering the labour market would be 
growing at only 2.4%. 

The Alliance Party government, 
which (led by Ratu Sir Kamisese Mara) 
has ruled since independence from Bri- 
tain in 1970, is counting on 5% annual 
economic growth during the plan period. 

Some local observers consider this 
over-ambitious. For the five-year plan 
just ending, growth was barely 2% a 
year compared to the 4.7% hoped for. 
Low sugar prices, a bad drought, a 
series of bad hurricanes, the stagnation 
of tourism (since 1982 the country’s 
prime foreign-exchange earner) and 
other hurdles such as worsening 
budget deficits compounded by public- 
service pay demands — caused serious 
setbacks. 
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Now, however, tourism is clearly en- 
tering a boom period. Heavy invest- 
ments made since the mid-1970s in 
forestry, hydroelectricity, water sup- 
plies, roads and tuna fishing are pay- 
ing off. Gold mining, in the doldrums 
live years ago, will see output tripled 
during the next two to three years and 
there are good chances for one or two 
more mines to be opened. 

An Australian decision to let practi- 
cally all Pacific islands products be 
landed at its ports free of tax and quotas 
from 1987 are a massive incentive for 
Fiji's manufacturers, easily the most ex- 
pert and sophisticated in the Pacific is- 
lands. 

Having been long reluctant to risk 
the consequences for Fiji's local culture, 
the government is now giving im- 
mediate priority to tourism. It wants to 
exploit this fully to quickly generate 
jobs and cash, while longer-term ag- 
ricultural and industrial plans mature. 
In the next two to three years, at least 
half a dozen major resort schemes are 
expected to get under way, beginning 
with a. 300-room hotel for Sheraton 
Hotels due to open in mid-1987. 


he government wants 3,000 rooms 

added to the present 4,000 by 1990. 
By then, the industry should be coping 
with 400,000 visitors a year compared to 
240,000 now. That supposes a high 
11.5% annual growth rate. But air- 
line plans and evidence that Ameri- 
can, Japanese and Southeast Asian 
tourists more interested in travel to 
Fiji are thought to justify this optim- 
ism. 


Sugar has dominated the economy 
for a century, but it is unlikely to recap- 
ture its premier position. However, the 
amount of sugar money retained in the 
country, compared With tourism earn- 
ings, and the multiplier affect, means 
that it is still the true base of the econ- 
omy. 

Reckoned to be onc of the world's 
most efficient cane-sugar producers, 
Fiji has the good fortune of having two- 
thirds of its output taken under guaran- 
teed-price arrangements by such buyers 
as the EEC, New Zealand, China and 
the US. This underwriting of the annual 
crop is spurring the government to lift 
output from around 450,000 tonnes à 
year to 550-600,000 tonnes a year. Eme 


| phasis will be on improving yield, rather 


than expanding the growing area, since 
the country's four mills have a 525,000- 
tonne sugar-making capacity. The 
target is achievable barring the weather 
factor. 

By 1990, the harvesting and process- 
ing of pine and the production of veneer 
and high-grade joinery timber from 
local hardwood is expected to grow 10- 
fold to F$30 miilion (US$27.3 million) a 
year. Already self-sufficient in pork and 
poultry, the country expects to be 
nearly self-supporting in rice and beef 
by the end of this decade. 

Tuna fishing and canning is planned 
to rise from exports of 6,000 tonnes à 
year to more than 12,000 tonnes. 
Another agricultural priority will be to 
invest heavily in the production of pas- 
sion fruit, avocadoes, mangoes, pineap- 
ples and other fruits for air shipment to 
Japan, Australia and the US 

Since independence, Fiji's manufac- 
turers have concentrated on import sub- 
stitutions. As for exports, the openin 
of the Australian market from 1987 wi 
give them a big advantage over Asian 
competitors. The first to benefit will be 
garment makers, who already have in- 
quiries from major Australian store 
chains. 

A large US garment company, 
Farah, is having talks with the govern- 
ment about shifting its Hongkong pro- 
duction line to Fiji to produce for the 
US and Australian markets. 

The government's capital spending is 
set at a total of F$439 million. After 
years of disappointment, the govern- 
ment is now confident of a big inflow of 
private foreign investment, initially for 
resort projects. 

About 86% of the finance needed for 
the plan will be derived from local 
sources, it estimates. Foreign debt-ser- 
vicing is expected to rise to soa 7% , OF 
F$100 million a year compared with the 
present F$70 million. However, the 
government expects to be balancing its 
recurrent budget by the end of the de- 
cade. It expects the trade deficit to 
begin to narrow, with foreign reserves 
being maintained at a comfortable level 
equal to some three months of im- 


ports. oO 



















































| e m Communist Party Central 
ommittee member in charge of econo- 
affairs, is a Marxist-trained techno- 
“But he has obviously read the 
capitalist" books. In an interview ear- 
'this year, Phuong told REVIEW con- 
ibutor Francois Nivolon: “The last 10 
years were difficult. One [factor] wasthe 

ding of Chinese economic aid, all of it 
in grant form, which amounted before 
'6to US$300 million a year. From now 
it will be easier. We are pragmatic and 
are not forced to follow any model. 
lation was 50% in 1984. It should take 
years to [reduce] it and, according 
/ personal estimate. rather more 
hree years. 


it is the situation of your external 


We have a debt of Rbl 3 billion 
out US$2.3 billion), of which 80% [is 
to the Soviet Union. We asked the 
viet Union to reschedule our debt, 
d it has agreed. Generally speaking. 
viet loans are repayable over 30 
ars. Moreover, we have debts total- 
ng US$1.7 billion owed to some 30 
untries and. international organisa- 
ns. For instance, US$200 million to 
+ IMF and US$170-180 million to Ja- 
e banks. We [have negotiated] 
| Japanese banks to reschedule our 
ts and they [have] agreed! ... Asa 
ole we have to repay right now 
JS$600 million to the convertible [cur- 
ency] area countries. We can't afford 
o do it and we shall not [pay] before we 
'Tease our exports. 











relatively long period. 


escheduling, rethinking 


The government of Japan maintains 
a policy of discrimination towards Viet- 
nam. But we have economic relations 
with private Japanese firms, and Japan 
is our main capitalist partner. 


What about the situation and the pros- 
pects of agriculture in the Mekong 
delta? 

Some 50% of the agriculture in the 
Mekong delta still belongs to the private 
sector. Our present formula aims at pro- 
duction units grouping 20-30 families 

. Once the delta peasants have paid 
their taxes, and exchanged a portion of 
their yield [with the government] in re- 
turn for fuel and fertiliser, we allow 
them to sell the surplus on the open 

market . . . the government bought 
800,000 tonnes of paddy at open- -market 
prices in 1984, in accordance with the 
contract system. 


What was the paddy output in 1984? 

According to statistics we produced 
18.7 million tonnes of paddy equivalent, 
However... | think that 18.2 million is 
more realistic. 


What about the future situation of small 
industry and private trade in Ho Chi 
Minh City? 

Small industry will remain free for à 
ft is better to 
leave this to the private sector, which 
has experience in this field, rather than 
to include it in the [planned] svstem. 
Planning is not suitable to all purposes. 
However. when private. industrialists 
wish to form cooperatives in association 
with the government, we agree. As far 
as private retail trade is concerned, we 
try to promote joint ventures between 


Cy 


the government and private shopke 
ers, in order to control illegal activit 
smuggling, stocking of goods, exces 
sive prices and so forth. 


What about exports? 

The major [agricultural] products. 
rice, rubber, tea, coffee and so forth are 
E state monopoly. As to the — 
products], we have decided on a policy 
of n [in exports], even 
though we have had some negative re- 
sults with this in the past. If, provinces 
and municipalities? export directly. 
without passing through the central gov 
ernment, they can cover a part of thei 
basic needs. But we do admit that in th 
past this has caused problems: and con- 
fusion. For instance, it happened that 
one province of the Mekong delta ex- 
ported too much rice in order to import 
fertilisers that it did not receive quickly 
enough from the state. 

As a whole, we exported in 1984 a 
large part of our coal output, 30,000 
tons of rubber, 10,000 tons of coffee, 
5.000 tons of tea, 10,000 tons of jute and 
56.000 tonnes of peanuts. Our trade with 
the convertible [currency] area is ba- 
lanced. It amounted to US$500 million 
in 1984, 20% of which came from trad- 
ing operations by provinces and 
municipalities. Our exports to the non- 
convertible area, the socialist countries, 
totalled Rb} 430 million, [equal to 
about] a third of our imports from these 
countries, [which were] Rbl 1.3 billion. 









What is the situation concerning 
energy, industry and infrastructure? 

We have devoted much effort to 
coal. But old coal deposits at the Hon 
— mines are exhausted and we are de- 
veloping new beds. The Soviet Union 
helped us with equipment for two coal- 
washing plants at Cam Pha. The output 
in 1984 was 5 million tons. 


The Soviet Union is helping us alot — 
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lowed to engage in direct trade with 


other countries, Phuong says. 
ju , he notes, is not suitable 
for everyt — not a comment that a 


VCP leader would have made five 
years ago. Of particular interest is his 
statement that there are no plans for 
the large-scale collectivisation of the 
larva; delta. This area provides the 
ik of the country's farm products, 
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and ther its 
n aes 
coming years. 
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with electricity. The thermal-power 
plant at Pha Lai, east of Hanoi, will be 
half completed by the end of 1985 with 
an installed power of 320 MW. This 
generating capacity will reach 640 MW 
when work [is completed]. At Hoa 
Binh, the huge hydroelectric-power 
project on the Black River will [be 
able to generate] 1.920 MW around 
1992. By 1987, 240 MW should be avail- 
able. 

At Tri An, 80 km north of Ho Chi 
Minh City, another 320-MW hydroclec- 
tric-power plant should be completed 
by 1987. We're having the most difficul- 
ties in central Vietnam. At Danang, 
with the aid of Czechoslovakia, one 120- 
MW thermal-power plant is under con 
struction. To summarise, it will be 
about five more vears before we have 
enough electricity. 

Concerning oil, exploration offshore 
[in] a joint venture with the Soviet 
Union, has so far covered only limited 
areas. Moreover, we need dozens of oil- 
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Ho Chi Minh City worker: small-industry freedom. 
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The figures Phuong offers for Soviet 
aid and loans once again underline the 
importance of Hanoi's economic rela- 
tions with Moscow. By contrast, it 
would seem that aid from the rest of the 
socialist bloc is little more than sym- 
bolic. Despite the frequent complaints 
from Hanoi that all aid now takes the 
form of loans, Moscow's terms appear 
to be particularly benevolent: repay- 
ment is spread over 30 years, 
and one loan Phuong mentions carried 
2% interest with an eight-year grace 


s 








drilling rigs and we 
have only two. Small- 
scale production will | 


billion would be needed for the building | 
of a steel mill at Vinh. But this is nota 
priority 
Another paper mill. producing 
40,000 tonnes yearly, should be com- 
pleted in 1987 with French assistance at 
Tan Mai, northeast of Ho Chi Minh 
City. Six new cotton-spinning mills, 
each with 100,000 spindles, were built in 
recent years with the help of Japan, 
West Germany, France and Hungary 
But we don't have enough weaving 
mills. Output of cotton fabrics in. 198 
amounted to 320 million m, of which 8U 
million were for export to the Soviet 
Union. 
In the field of infrastructure, we still 
| have a considerable amount to achieve 
I would like to mention that the expan- 
sion of the Haiphong Harbour is near 
completion, as well as small. seaports 
[in] Nghe Tinh province, such as at the 
mouth of the Cua Lo River. In central 
Vietnam, Danang and Qui Nhon har- 
bours must be improved. As to the rail- 
way system, a huge project is under con- 
sideration in the framework of the five- 
year plan (1986-90), with the aid of the 
Soviet Union. The rail gauge will be 
i 
i 
| 





start by the end of 
1985, let us say a few 
dozens of thousand 
tons, Sizable output 
| should begin after five 
more years. 

The lack of deve- 
lopment of our energy 
resources hampers 
the development of 
our industry. Our fi- 
nancial situation. . . IS 
also a factor. | am not 
going to detail all pro- 
jects but only the 
main ones. For ce- 
ment, the Binh Son 
plant is completed, 
with the aid of the 
Soviet Union, and has 
a vearly production of 1.2 million ton- 
nes. Another plant, with the assistance 
of Denmark, has been built at Hoang 
[Ihach, Hai Hung province. It could 
produce 1.1 million tonnes a year, but 
works only at 50% of its capacity pend- 
ing the construction of a seaport for ce- 
ment transportation. As to the expan- | 
sion of the Ha Tien cement plant bon | vaen i 

i | n May, a group of Japanese commen 
an annual output of 300,000 tonnes to | | agreed in principle to reschedule 
million tonnes, I don't know exactly nüllion owed by Vieinági 
when it will be completed, probably | vasa - ——S — * p c: 
within one ot two years?. price io the oes iod The re oy parece — 

Concerning fertilisers, a phosphates | higher prices. either to the government or on the 
plant producing 1.5 million tonnes a | free market 
vear is under construction at Yen Bay. | 3- Hanoi, Haiphong, Danang. Ho Chi Minh City 
A former similar proiect at Lao Cav. and Can Tho. In practice, th« municipalities which 
d ; Pro) . are most active in foreign trade are Ho Chi Minh 
near the Chinese border, has been | City and Can Tho. The main independent-export 
abandoned. We have no plans at the | ing provinces are all in the Mekong delta 
moment for urea fertilisers. We have to | 4. The expansion of the Ha Tien cement plant at 

up s . . the extreme south of Vietnam was financed by 
peep pe Stab te R export 4 | French loans of Ffr 200 million (US$26. 1 million) 
gas lieia in the Ke iver deita, in al 
Binh province. There are no plans to ex- 
pand the Thai Nguyen steel mill, which 
produces 60,000 tonnes a year. US$! 
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The equipment has been delivered, but no Freneh 
credit has been made available for completing 
the work as the 1981 financial protocol of Fir 200 
million signed by France and Vietnam is still 
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The problems of plenty 


Taiwan is worried about its burgeoning foreign reserves 


By Carl Goldstein in Taipei 
pons rapidly mounting foreign- 
exchange reserves are creating eco- 
nomic and political headaches for the 
country's central bankers and other 
policymakers. At the end of November, 
the Central Bank of China (CBC) held a 
record US$21 billion in foreign cur- 
rency, compared with US$20.5 in Oc- 
tober and US$16.1 billion in November 
1984. 

Normally, large foreign-exchange 
reserves indicate a strong economy, if 
kept to appropriate levels. But in 
Taiwan's case they threaten to exacer- 
bate political friction with the US, 
Taiwan's chief trading partner, by draw- 
ing attention to its continuing massive 
trade surplus with the US. In addition, 
excess foreign exchange can create 
strong inflationary pressures. 

Monetary authorities have success- 
fully defused the threat so far through 
issues of treasury bonds to mop up ex- 


‘cess export earnings. In the long term, 


however, economists point to the 
danger of an upsurge in inflation if 
domestic demand and the price of im- 
ported inputs rise substantially. 

Another side-effect is to put strong 
upward pressure on the New Taiwan 
dollar. For the sake of the island's ex- 
porters, Taipei prefers not to let the cur- 
rency, which is loosely pegged to the US 
dollar, appreciate much beyond the 
NT$40:US$1 level. The recent decline 
of the US unit against major currencies 
has made the task of holding the line 
even more difficult. Only large-scale in- 
tervention on local foreign-exchange 
markets by CBC in recent weeks has 
kept the local currency at its end- 
November rate of US$1:NT$39.75. As 
the strength of the local currency rests 
on such large foreign-exchange re- 
serves, a substantial revaluation would 
seem to be a matter of time. 

Even more troublesome, the exist- 
ence of the reserves points up the fail- 
ure to utilise a massive amount of capi- 
tal productively. In light of stagnant or 
declining domestic investment during 
the past few years, the waste is even 
more obvious, In the past few wecks, 
politicians from both the ruling 
Kuomintang and the opposition have 
called on the government to use some of 
the reserves for domestic economic con- 
struction, 

Although the CBC does not release 
precise information about the disposi- 
tion of its foreign-exchange holdings, 
banking sources say the central bank 
follows the most conservative invest- 
ment policies possible. About 80% of 
the total is said to be US dollar-denomi- 
nated — suggesting the country has lost 
the opportunity to make currency-mar- 
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ket profits in recent months as the US 
dollar lost substantial ground against 
most major currencies. The biggest pro- 
portion is held in the form of US Treas- 
ury bonds of varying maturities which 
earn interest close to 1095 — and have 
appreciated substantially recently as US 
interest rates have fallen. Smaller 
amounts are held in Eurodollar deposits 
in London, Singapore and elsewhere in 
accounts that bring returns of around 
875. Most of the non-US dollar holdings 
are in Deutschemarks or yen, though 
smaller holdings in other currencies, in- 
cluding the Canadian dollar, are also 
maintained for quasi-diplomatic pur- 
poses. 

Virtually none of the hoard is in- 
vested in foreign securities. "Premier 
Yu Kuo-hwa [who was a governor of 
CBC] is very conservative," said an 





Yu; loading containers: hefty trade surplus. 


economist with a government-sup- 
ported think-tank. “He wouldn't permit 
risky investments to be made." Foreign 
fund managers would like to get their 
hands on at least part of the reserves, 
feeling confident they could bring 
higher earnings than at present, but 
CBC prefers to manage the money it- 
self. 


he rapid build-up of the foreign-ex- 

change reserves reflects the size of 
the country's current-account surplus, ex- 
pected to come close to US$9 billion this 
vear. The current-account surplus in 
turn stems from Taiwan's massive mer- 
chandise-trade surplus, which in 1984 
amounted to US$8.5 billion. In the first 
11 months of this year, the trade surplus 
had already reached US$9.67 billion. 

A number of factors have caused the 


hefty surplus: the terms of trade have 
moved in Taiwan's favour boosted by 
declines in international energy and 
commodity prices since 1981; low 
domestic investment has led to reduced 
capital-equipment imports, and high 
tariff barriers keep down imports of 
many products (REVIEW, 31 Oct.). The 
current-account surplus is translated 
into high foreign-exchange reserves be- 
cause most foreign-currency earnings 
by local businesses must be sold to the 
central bank for Taiwan dollars. 

One beneficial side effect of the US 
dollars recent decline should be to 
boost Taiwan's exports to Europe, as 
the Taiwan dollar correspondingly de- 
preciates against European currencies. 
The flood of protectionist legislation 
moving through the US Congress has 
made Taipei all too aware of its over-de- 
pendence on the US market, which 
takes about 50*5 of the island's exports. 
Exporters and economic officials have 
talked endlessly about market diversifi- 
cation in the past vear or more with little 
effect. Since the US unit began to lose 
value in the latter part of September. 





however, the Taiwan dollar has depre- 
ciated 10% against the Deutschemark. 
If exchange-rate trends continue, Euro- 
pean-bound exports should begin to 
show an increase within the next several 
months. 

Although the current account has 
run in the black most years since the 
mid-1970s, the surplus has only become 
massive in the past two to three years. In 
1983, monetary authorities cut back on, 
ers borrowing by almost half (from; 

S$1.63 billion the year before toj; 
US$906 million) and built the reserves: 
up by US$3.5 billion. Last year, the gov- 
ernment paid off more debt than it took 
on, mostly by switching public enter- 
prises’ US-dollar debt to Taiwan-dollar 
debt owed to domestic banks, and built 
reserves up by a further US$4 billion. 

Taiwan's public-sector foreign debt 
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profit, after taxation and minority interests, atnounted to. 
mber ipared with HK$220.8 million for the ccarespendiag fi | 
y per share Ay ove i 36.6% from 14. 2 cents to 19. 4 cents. Total tan ngible a 


Pod Interim. Dividend | 
Los - The Board has declared an interim dividend. of 8. 5 cents per — ipe epi 

;. compared with 7 cents per share for the six months ended 30th Septemb: )84, an increase of 21.4%. The ir 
|. will be paid on 3rd February, 1986 to shareholders on record as at 17th January, 1986. The te egister of mem 
.. from 13th January to 17th January, 1986, both. days inclusive. In order to qualify for the interim div: 


— accompanied by the relevant share certificates, must (be lodged with the Company’ s Share Registrars, not later than 430p 
_ on 10th January, 1986. 


| © Share Registrars — 
Wheelock Marden and Company Limited will be the appointed Share Registrars of the Company with effect from. | 


January, 1986. All transfers of shares and loan stock after that date should be lodged at the share transfer office of the ne 
Share Registrars at 9th Floor, Asian poe. l ss pis Road, Wanchai, Hong Kong. | 


Highlights 
* Following the implementation of Section. 168 of the Companies — Wheelock Marden and. Company Limited 


became a wholly-owned subsidiary of the Group on 12th September, 1985. Profits, for the first year, from the Wheelock group 
are anticipated to exceed expectations. 


* [n August this year, the Group ices arranged a HK$1,000 million commercial paper facility for a period of 3 
years at extremely attractive rates. ^ 


©- * . With the continued strengt yening of the property. markets, the Group's prime retail, office and residential properties at 
-Tsimshatsui have: performed. particularly well. Significant improvement has. been made in leasing of the office space of the 
Wheelock group properties in Central. 


* As a result of the commissioning of the Mass Transit Railway' s Island Line i in June 1985, Hongkong Tramways suffered 
a further 7% loss of passengers whilst Star Ferry patronage was reduced to about the same level as compared with the. 
corresponding period last year. The Wheelock group now holds a 5% equity in The Cross-Harbour Tunnel Company, Limited - 


alter the placement i in cc heit f i portion of its original: holding i in that company and remains its General Managers. 


1 Hong Kong continued to have achieved high occupancy levels with improved room rates 

Singapore, however, remained depressed.in view of the oversupply of hotel rooms i 
uary, 1986 , Marco Polo International Hotels Limited, the hotel management subsidi 
ment of The Hon kong Hotel, The Prince Hotel, The Marco Polo in Hong Kong and 







um the half year ended 30th S 


























-Hotel arco Polo i in it Snape : l | E 
* Throughout the period the Group's — rig ee, prop ties achieved’ high eccuparicy yJevely. and the: ‘Group's interests. 
. in Modern Terminals (Berth 5) Limited and | in ‘Hong — Ait ane Terminals Limited. continued. to turn in satisfactory 
. contributions. 
= * — The Group's net borrowings after the HKS2, 
| The Group's debt position is well within the Group’: — servicing inst s wW ; 1f 
F. E assets, -Continued efforts will be made by the Group to. reduce such borrowings i in ier near. t future, 




















Summary of consolidated results | P a — = — — — — 














Six months ended 30th September ENG i TR om 1985 . 198 

| oe "ou $i ^ n o HKS Million RSN 

. Operating Profit e | T EH | ; 460.8 . 5 2882 
Share of profits less losses of associates — 352. abl. 
Profit before taxation . 496.0 | 279.3 
Taxation | mx n 2 | LS. 6 | 36.5 
Profit after taxation Eo aw x5 oo A 242.8 
Minority interests O3 7 | 118.0 — | 22.0 
Profit before extrabi ditam items AE c LL | 302.4 220.8. 












Earnings per share l : 5s 295 . 19. 4c 








i: Figures have been restated as a result of the Group adopting equity accounting for associates, 
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figure that debt-ridden Asian countries 
like South Korea or the Philippines 








- would love to emulate. Meanwhile, 
| foreign-exchange reserves have grown 
| from US$7.2 billion at the end of 1981 to 
le present USS21 billion. 

p s foreign-exchange holdings have 
- risen in the past year, top economic and 


[IT i 


- financial officials have met numerous 
ti mes to discuss strategies for utilising 
- the funds and slowing fhett growth. The 
- Executive Yuan (Taiwan's cabinet), the 
Council for Economic Planning and 
_ Development and the ad hoc Economic 
| Reform Committee have all considered 
| the eroe but with no visible results 
—— so far. "I don't see any significant di- 
- minution of the reserves in the near fu- 
ture.” said Su  Han-ming, chief 
| economist for the International Com- 
. mercial Bank of China. 

|— Although policymakers are familiar 
— with the dangers of excessive reserves, 
'the question is looked upon as a matter 
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By Michael Westlake in Hongkong 
_A 5 fledgeling Hongkong-based airline 
"A Dragonair presented it, the case for 
another Hongkong airline to fly sche- 
duled services to China was overwhelm- 
: a massive 55 services a week by the 


Civil Aviation Administration of China 
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(CAAC) against only four by Hong- 
kong's Cathay Pacific (with three to 
Shanghai) and British Airways (with 
vne to Peking), and a large but unsatis- 
- fied demand. 

— But as Cathay saw it, the two Peking 
services grudgingly awarded to it in 
- November's Sino-British aviation talks 
— which will, with extra flights for 
~CAAC, shift the imbalance to 57-6 next 
year — were the end of the China story 
- for the foreseeable future. Thus, it told 
hearings of Hongkong's Air Ka in 
-Licensing Authority (ATLA) which 
ended on 9 December, any scheduled 
flights by Dragonair to Peking and 
"Shanghai granted in the present tight- 
I! d regulated environment could mean 
- displacing Cathay services and would 
certainly cut into Cathay's China 


plans. 
|. The availability of rights is not nor- 
| mally a matter for the ATLA, which is 
charged with avoiding uneconomic 
| overlapping — the licensing of too many 
| carriers on the same routes to or from 
| Hongkong without sufficient traffic to 
| sustain viable operations by all of them 

| — and thus deciding whether granting a 
| licence would be in the Hongkong pub- 
lic's interest. But there was much that 


_ | was unusual about these hearings. 
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diplomatic isolation, our leaders have 
developed a fortress mentality," said 
one think-tank economist. High re- 
serves are seen as an insurance policy 
against possible economic sabotage by 
Peking, as well as a signal to other coun- 
tries that Taiwan is economically 
strong. 


OQ: way of judging the appropriate 
levels for a country's foreign-ex- 
change reserves is by how many months' 
worth of imports it will buy. An import 
cover of two to three months is general- 
ly considered sufficient, while six months 
would be more than enough. By con- 
trast, CBC's holdings give Taiwan an 
import cover of roughly 12 months. 
Although earnings from the interest 
on the foreign-exchange reserves — 
roughly US$500 million each quarter, at 
current levels — are substantial, using 
even a portion of the reserves for pro- 
ductive purposes could be far more bene- 


Beware of the dragon 


Cathay Pacific pulls out all the stops against competition 


There was drama at the very outset 
on 2 December, when Caledonian Far 
East Airways (CFEA) — a wholly 
owned Hongkong subsidiary of Lon- 
don-based British Caledonian Airways 
(BCal) performing aviation ground- 
handling services — made a stormy exit 
from the hearings. CFEA counsel 
Leonard Bebchick attempted to read 
a statement to the ATLA as a pre- 
condition of withdrawing, but was 
barred from doing so. After examining 
the statement neither Dragonair nor 
Cathay objected to it, but the ATLA 


CFEA instead issued the statement 
at a press conference: it said the lack of 
available traffic rights to China; the 
November policy statement by the 
Hongkong Government that it would 
normally designate only one local car- 
rier for each route, and Cathay’s de- 
clared intention of reopening now-dor- 
mant routes to Kaohsiung in Taiwan 
and Nagoya in Japan had combined to 
make CFEA’s position impossible. 

CFEA chairman Alastair Pugh, who 
is also executive vice-chairman of the 
BCal group, later told the REVIEW that 

lans for CFEA to become an airline — 
it had sought licences for six cities in 
China and 17 elsewhere in Asia — were 
now dead. 

There was further drama with the 
resignation from the ATLA panel of 
Hongkong and Yaumati Ferry Co. man- 
aging director Edmond Lau amid con- 
cern about possible conflict of interest, 
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One approach that is freqently men- 
tioned would be to boost sharply public 
spending on infrastructure develop- 
ment. The so-called 14 Major Projects, 
which include harbour. rail, highway 
and energy development projects, 
could be speeded up and expanded to 
provide more immediate stimulus to the 
llagging economy. Although the budget 
for fiscal 1986 (ending June 1986) in- 
cludes a 15% increase in government 
fixed-capital formation, the main bene- 
fits of the 14 projects lie several years 
away. ^ 

Another area that could benefit from 
increased spending would be the effort 
to upgrade the technological level of the 
island's industry. For the past five years, 
it has been an official priority to pro- 
mote the move away (rom the cheap 
labour-dependent industries that 


brought Taiwan rapid economic deve- 
lopment in the 1960s and 1970s, but 
which in the 1980s are facing ever- 


Miles: free-market argument. 


first expressed by Dragonair counsel 
Bruce Coles and later by Lau himself. 
During evidence from Dragonair gen- 
eral manager Stephen Miller relating to 
proposed flights to Canton, Lau had in- 
terjected several points based on his 
own opinions — his company includes 
in its Operations sea-ferry services to 
Canton. Coles objected but was over- 
ruled. 

Dragonair was applying for 10 
Chinese destinations: Peking, Shang- 
hai, Canton, Hangzhou, Xian, Xiamen, 
Guilin, Nanjing, Haikou and Zhan- 
ziang, of which Cathay objected to only 
Peking and Shanghai. 


ut when consultant Kenneth Hol- 

den told — that if Dragonair 
was not granted the lucrative Peking 
and Shanghai routes to support low- 
yield or loss-making flights to Canton, 
then it might drop Canton from its pro- 
posed network, Lau exploded. This, he 
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nations and other developing countries. 
Progress has been slow, however. 
Some development specialists feel the 
process could be speeded up if the gov- 
ernment provided greater financial in- 
centives to companies to make the 
necessary investments in new technolo- 
ies, or if funds were provided to lure 
ome highly skilled specialists in en- 
ineering, computer sciences and other 
ields now working abroad. 


Ama possibility would be to pro- 
vide companies interested in over- 
seas investment with financial support. 
perhaps by setting up public-private 
Joint ventures in specified areas. This 
might even promote what now remains 
largely a slogan: "Internationalising and 
liberalising" the economy, 

With the reserves building at the rate 
of several hundred million dollars a 
month, the question which comes up is 
whether central bank officials and Yu 
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steeper competition from China, Asean 


DLL ea TECA a T EDU ze +e 
7 ae CU ——." — i =~ 
" i P f, ay s 4 


— K. : A t 
think there is an upper limit to how 


much pressure the economy can stand. 
The chief danger in the short term is the 
inflationary pressure stemming from 
the rapid increase in the money supply. 
Monetary authorities’ success so far in 
keeping inflation down to nothing has 
been achieved by a combination of good 
luck and good policy. The former con- 
sisted most notably of the decline in the 
price of crucial inputs for Taiwan's 
manufactured products. In 1985, low in- 
ternational and domestic demand has 
kept strong downward pressure on prices. 

In terms of policy choices, the gov- 
ernment has been able to sterilise much 
of the increase in the money supply by 
issuing treasury bonds — more than 
NTS50 billion (US$1.25 billion) to date 
this year. Another step taken to keep 
money out of circulation was to raise the 
limits on the amount of foreign ex- 
change that banks could hold. As a re- 
sult, the three big state-owned commer- 
cial banks and the Bank of Taiwan now 





Pao; Chung; Pugh: why should Dragonair jump the queue? 


said, put him in an impossible position. 
It might lead to accusations that he had 
tried to manipulate the ATLA should 
he vote against Peking and Shanghai. 
and so he resigned — something which 
might have been avoided had the panel's 
members been selected more carefully. 
Holden told the panel that as at Sep- 
tember there were 17.536 scheduled 
one-way seats offered between Hong- 
kong and China: 15,176 by CAAC, 536 
by British Airways (BA) and 1,824 by 
Cathay. Dragonair's proposed 10 routes 
would amount to 13 million seat-miles a 
week against Cathay's present 402 mil- 
lion, which Coles attempted to portray 
.as an insignificant level of competition. 
Cathay chose not to challenge Hol- 
den's figures or market projections, nor 
indeed much of Dragonair's other fac- 
tual evidence, except for alleging that 
Dragonair's choice of the Boeing 737 
twin-engined, short-haul aircraft was 
not suitable for the Peking route, and 


disputing Dragonair's claim to be the 
first “real re airline.” 

However, Cathay managing direc- 
tor, Peter Sutch, told the panel that 
Cathay had to wait four years after ob- 
taining its ATLA licences for Shanghai 
and Peking in 1981 before China gave its 
consent for flights, despite repeated ef- 
forts via the Hongkong and British gov- 
ernments. If Cathay were granted the 
level of access to Peking and Shanghai 
that it sought, then Dragonair's pro- 
posed services would bring an un- 
economic overlap, he added. 

Both Sutch and Cathay chairman 
Michael Miles said that in a free-market 
situation they would have no argument 
against Dragonair's plans. But they em- 
phasised that in the context of China's 
Stranglehold on | Hongkong-China 
routes, they did not believe any more 
rights would become available to re- 
dress the imbalance. Miles said the main 
reason was that "China's need for 
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hold more than US$4 billion, com- 
pletely separate from CBC's holdings. 
Eventually, some sort of adjust 
ment, either by fiscal or monetary po- 
licy, will be needed to get the trade 
surplus under control. “Although 
economies have quite a bit of play in 
them, it's important to reach a rough 


| balance in the long run," said Kate 
| Newman, a London-based Taiwan spes 
| cialist. The most obvious step, and one 


that is being urged by US trade 
negotiators, is to stimulate imports by 
further lowering tariffs. Another way ts 
to encourage capita eauipmen im- 
ports by enhanced depreciation allow- 
ances or other tax incentives. 

It probably will be necessary for the 
Taiwan dollar to appreciate significant 
ly, despite the central bank’s reluctance 
and exporters’ certain opposition. The 
resulting cheaper imports and more ex- 
pensive exports could go a long way to- 
wards achieving a more balanced trade 
picture. ü 





foreign exchange is bordering on the de- ~ 


sperate," and hence awarding new 


rights to foreign airlines would be- 


against what China sees as its best in- 
terests. 


iles said the focus of Cathay's ob- 
jection, given the present lack of 
rights and Cathay's view that no more 
will be granted for a long time, was its 
fear that Dragonair's board would use 
its considerable influence to lobby 
against Cathay within the Hongkong 
Government and elsewhere. In a series 
of statements which seemed to be aimed 
at official levels considerably higher 
than the ATLA, he said that if Dragonair 
were to be licensed for Peking and 
Shanghai it would be “a matter of mate- 
rial concern" to Cathav's shareholders. 

He also said that it could be the thin 
end of the wedge, creating a precedent 
which could be used to *divide and rule" 
by China and other foreign govern- 
ments. And further, “if we don't have 
some sense of security on the routes we 
fly then the good work of the [Sino-Bri- 
tish] joint declaration could be under- 
mined. Cathay's downside is enormous 
and Dragonair's relatively tiny...” 

Miles also seemed to claim that what 
would be bad for Cathay would hurt 
Hongkong by saying: "At such a risky 
political time it may not be in Hong- 
kong's wider interests to have two pow- 
erful lobbies seeking to bring pressure 
on an overstretched Hongkong Govern- 
ment." 

Given Cathay's staff in Hongkong of 
almost 7,000 (out of 12,917 among the 
Swire group's Hongkong aviation in- 
terests as a whole) and its annual wages 
bill of HK$1.3 billion (US$166.7 mil- 
lion) in a total wages bill of HK$1.9 bil- 
lion for Swire's aviation operations, it 
seemed that his message was aimed not 
only at an at times apparently bemused 
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a skilful misuse by Cathay of 
| forum as a corporate public- 
platform, The presence at the 
of Financial Secretary Sir John 
dge during much of Miles’ pre- 
on might lead to the conclusion 
it has been done with the full 
ledge and consent of the Hong- 
‘Government, as a warning to 
but this is only speculation. 

ine question which was not asked 
ly was that, knowing Cathay had 
knocking at China's door for some 
and still is, why would Dragonair 
to be able to jump the queue? 
nly obvious answer was the nub of 
^s Objections, and was inadver- 
underscored by Miller telling the 
hat Dragonair's "strong board" 
ncludes shipping magnate Sir 
yg Pao, vice-chairman of the 
Law Drafting Committee, and Sir 











te exercise máy vell | 


When pressed, Miller said — 
air's board would use its "influence" in 
the three cities, something which 
Cathay's presenter Richard Stirland 
promptly gave the mainland Chinese 


label of guanxi — using personal con- - 


nections to bypass official channels. 


C has already begun steps to 
create its own supportive consti- 
tuency in Hongkong (and dispel its past 
image as "the Big British airline in the 
Far East") with its 28 November an- 


nouncement of its intention to float off 


up to 2576" of its shares. It 1s now 
owned 70% by Swire Pacific and 30% 
by the Hongkong and Shanghai Bank- 
ing Corp., both of which will sell 
down their holdings pro-rata, thus also 
distancing itself a little from its "Bri- 
tish-owned" image — Swire Pacific's 
largest single shareholder is John 


————————————————————À——————————— — —— 





l lion and an expe ected 1985 pro- ‘| 
fit of slightly less, applying a broker's es- 
timate of a price/earnings ratio of 10:1 
would suggest. a-nominal valuation of 
HK$10 billion on the company. Hong- 
kong's stock exchange authorities are 
expected to limit the scale of the float to - 
less than 20% because of the amount of- 
money the issue would take from the - 
market, but this would still put some 
HK$2 billion worth of shares (less those . 
reserved for staff) in. public hands. : 

It remains to. be seen whether the 
ATLA will stick closely to its usual. 
brief, in which case it could issue all 10 
licences to Dragonair and leave the rest 
of the problem to the Hongkong Gov- 
ernment. The decision is expected. 
shortly. Meanwhile, if China's attitude 
to traffic rights remains unchanged in 
the run-up to the handover of sover- 
eignty from Britain to China in 1997, the 
future for new airlines in Hongkong 
looks bleak. o 
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ngkong’ s slow but unmistakeable 
drift towards stagnation and possi- 
recession continued as 1985 drew to 
se. Domestic-export figures proved 
en more disappointing than the more 
imistic of the earlier forecasts. The 
ine which set in during the first half 
the year actually gathered strength, 
pite the fall in the Hongkong dollar. 
Although the currency’s weakening 
been too recent to have an effect on 
ipetitiveness, it had been expected 
ost the local-dollar value of exports 
ced in stronger currencies. The 
xport picture and slack domestic 
d was only relieved by continuing 
in entrepót trade and services. 
er, these suggest that growth for 
ear could be as low as 1%. 
he three months ended in October 
lomestic exports 11.7% down on 
ame period of 1984, while for the 
0 months of the year they fell 7% 
hough feeble economic growth in 
US was given as the main problem, 
to West Germany, Bntain and 
an declined faster than those to the 
suggesting that the earlier 
-of the US-dollar linked cur- 
a major part of the problem. 
e China market showed sub- 
al growth, and by October, even 
‘was looking susceptible to China's 
ign-exchange spending curbs. To 
' matters worse, re-export growth 
also fading. Although for the first 
months it was still 31% up on 1984, 
owth rate was gradually slipping, 
October it was up only 7?6.- 
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Poor exports made a small dent in 
the trade balance, with a small deficit 
being recorded in October. But overall 
there was still a surplus, resulting partly 
from a continued improvement in the 
terms of trade, and weakness in domes- 


REVIEWDIAGAAM by Frank Tam 





tic demand. Terms of trade for the first | 


three quarters were some 5% above a 
year earlier, and looked unlikely to fall 
in the immediate future, as continuing 
declines in world commodity prices 
seemed likely to offset the impact of the 
decline of the local currency. 

Low import prices helped raise real 


| incomes of workers, despite the weak- 


ness of the manufacturing sector, which 
was showing in overall labour demand. 
Unemployment, which had fallen to 
only 3% in June, climbed to 3.4% by 
September. Despite growth in real in- 


comes, consumer demand remained 
weak. After growing slightly in the first | 
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half, retained. imports of consumer 
goods were static in the third quarter. 

Although X private construction 
spending was showing signs of life as de- 
mand responded to lower interest rates, 
public-sector capital spending con- 
tinued to decline in line with budget po- 
licy. Weak domestic demand,.a trade 
surplus and an invisibles. surplus run- 
ning at around HK$20 billion (US$2.6 
billion) for the year all pointed to large 
capital outflows. Whether they were in- 
spired by political or economic factors 
was not clear. 

Despite the outflows, the stockmar- 
ket continued on an upward course fuel- 
| led by high liquidity. In the three 
months ended in October, narrowly de- 
fined local-dollar money supply (M1) 
grew 4.4% and the most widely defined 
(M3) by 2.395, while for the same 
period Hongkong dollar-denominated 
loans rose only 0.3%. reflecting static 
trade, weak investment and the gener- 
ally good margins that firms were enjoy- 
ing despite poor export demand. In- 
terest rates, which had fallen sharply in 
mid-year, became more stable — but 


| with inflation continuing to decline, real 


interest levels remained high. 
On a 12-month comparison, con- 
sumer-price increases fell below 3% 
though they may have bottomed out as 
the decline in the local dollar took ef- 
fect. The trade-weighted currency 
index, which had peaked at 78 in Feb- 
ruary, fell again from 74.5 in August to- 
71 in early December. Less certain was 
whether this decline would enable ex- 
porters to regain lost ground in Europe 
De Japan and at D hold their owi in 
the US. x a | ring. 
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People see in Nissan cars a lot 
things. Some see power and perfor 
Others style. Still others advanced t 

Each one of them is right. B 
its all these elements put togethe 
make a Nissan. 

The VG30ET engine illust 
what we mean. It’s not only | 
combines power with precision and eco! 

The VG30ET ha: 
hailed as a breakthi 


automoti 










nolog 
good rea 
computerized 


gine Include 
its many notable featur 
the highly sophisticated ECI 
OI Electronik Co ntrai 
Engine Control Syste: 
The VG30ET uses determines air-fuel mix. fuel 
east computer tion timing and other vita 
its extraordinary extraordinary accuracy. 
HAN ININOE UE No matter what your requ 
the VG3OET answers it admiral [i 
vides you with tremendous powi 
also compact, lightweight, quie! 
markably sparing on fuel 

In short, the innovative desi: 
VG30ET doesn’t come from a 
to impress you with power. It’s ar 
that literally brings you the best of e 

And it succeeds becaus 
intangible yet very real quality t 
a Nissan what it is— The Nissan D 


Quality in motion 
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numbers others 





At a time like this when two major pieces of research, 
namely Asian Businessman Readership Survey and 
Asian Profiles IV, have been released into the market 
place, it's a good idea to sit back and reflect on just what 
publishing and advertising are really all about. 


With just about everyone in media racing around claim- 
ing that “my numbers are better than his or her num- 
bers” and “our percentages are better than their per- 
centages” etc., it just might make some sense to get 
back to basics. 


And perhaps the most basic thing in publishing is 
that advertisers of quality products and services do 
not buy numbers. They buy audiences, composed of 
people of quality, who are dedicated in a variety of 
ways and for various reasons fo one publication or 
another. 


When we at the Review talk about our most important 
numbers, you can bet we're referring to the size and 
collective experience of our editorial staff. The people 
who, week after week, produce Asia's most highly re- 
garded and respected publication. 


With 46 editors and reporters and 11 specialist corres- 
pondents, and scores of contributors, representing the 
largest, most highly qualified editorial staff of any 
publication in Asia, it's little wonder that when it 
comes to providing the best coverage of the region even 


about! 





our fiercest competitors recognise the Review as the 
unchallenged leader. 


Another extremely important number we're very 
proud of is our over 80 percent subscriber renewal per- 
centage which we believe to be the highest in the re- 
gion. Extremely important because it reflects so clearly 
the loyalty and dedication of our readers, the over- 
whelming majority of whom come from the very top 
rung of Asia’s socio-economic ladder. 


. So when advertisers buy space in the Review they do: so 


knowing that they get something far beyond costs-per- 
thousand efficiency or mere numbers for numbers' sake. 


They get editorial excellence of the highest order. They 
get consistency of readership by an audience of people, 
the total quality of which other publications in this mar- 
ket can only dream about! People who run the com- 
panies and countries of Asia. 


If vou are an advertiser of quality products or services 
we'll happily deliver all the numbers you ask for. And 
when the numbers crunching is over and done with 
we'll give you something much more. A truly unique 
editorial environment to advertise in, created week. 
after week by the best and largest editorial team in 
Asia. 


They are now and always will be our most important 
numbers... 


Shoice of Authority | 
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with a Swis 


N ow American Express Bank offers 
you the security, convenience 
and confidentiality of a private account 
in Switzerland - with some important 
extras. 

To start with, you have your choice 
of a full spectrum of global banking 
services: accounts in Swiss francs or 
other major currencies, investment advi- 
sory and asset management services, 
foreign exchange, precious metals. 

And all are provided with American 
. Express Bank's traditional commitment 
to excellence. 

Secondly, your personal Account 
Officer at our Zurich or Geneva 
branches is fully committed to handling 


Location of American 
Express Bank 

offices in Zurich, 

at Babnbofstrasse 20. 
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your affairs swiftly, accurately and 

with utmost discretion. He coordinates 
American Express Bank's worldwide 
facilities (82 offices in 39 countries) on 
your behalf, supported by one of 
today's most advanced telecommunica- 
tions and computer networks. 

Our private banking clients enjoy 
still another exceptional advantage: 
access to the worldwide investment 
opportunities available through the 
American Express family of companies 
- offering you many additional ways to 
protect and increase your assets. 


É 
sj 


s Opti 


là American. 


Exceptional service in private banking Bill 









6 AJ Finally, we not only meet 
your private banking needs; 
we also provide the broad 

range of personal and travel 

arrangements so valuable to the inter- 
national client. These include American 
Express Bank Gold Card® privileges 
and our exclusive round-the-clock 
Premier Services™ for the personal and 
business travel needs.of certain clients. 

As you see, our concept of private 
banking is truly exceptional in many 
ways. We'd be pleased to give you full 
details on how American Express Bank 
can help you reach your objectives. Visit 
or telephone us today: In Hong Kong, 
5-844 06 88; in Singapore, 225-6330. 





American Express Bank Lids 
An American Express company 8 









€ WHAT does Khoo Teck Puat want? 
It is a mercurial sort of man who, at 69, 
titillates half the stockbrokers in Asia by 
stalking Hongkong Land Co., turns 
round, and buys a 25% stake in a British 
financial-services company, Exco. 

It is pleasing, after decades of US 
and European penetration into Asia's 
financial markets, to see Asia striking 
back. But Exco, best known in the Far 
East for its —— the Hongkong- 
based stockbroker W, I. Carr (Over- 
seas) and the fund-management group 
Gartmore Investment Management, 
has mixed feelings about its new share- 
holder. It has offered him two seats on 
the board, against an asked-for three, 
and turned down his request to be ap- 
pointed deputy chairman. On 9 De- 
cember, Exco sent shareholders details 
of a proposed asset-swap with British 
and Commonwealth Shipping (B&C), 
about which Khoo has already made 
known his doubts. 

The swap is intended to sever re- 
maining links between Exco and B&C, 
by allocating to one or the other party 
what were previously joint ventures. 
B&C is to get Exco's 50.1% of 
Gartmore, and its 40% of a struggling 
venture capital outfit, Fisdec; Exco is to 
get B&C's 30% of London Forfaiting 
Co., a fast-growing start-up in the 
esoteric field of refinancing supplier 
credits for capital goods. 

B&C used to own the 22.1% stake in 
Exco which was bought on 14 
November by the Kuwait Investment 
Office, and then unexpectedly jobbed 
on to Khoo the next day. 

The Gartmore deal is due to go to an 
Exco shareholders vote on 23 De- 
cember. According to Khoo, who 
talked to Shroff recently in London, it is 
difficult to see whether the asset swap is 
being done "for the benefit of British 
and Commonwealth or for the benefit 
of Exco shareholders." Fund-manage- 
ment companies, he says, are rare and 
hard to come by. Already, he says, “so 
many people are approaching me to see 
whether this is for sale or that is for sale. 
I say I am only a shareholder.” 

One wrinkle in the Gartmore deal is 
a provision that with effect from August 
1986, either Exco or B&C can compel 
the other to purchase or sell its shares in 
Gartmore. Even if this swap does not go 
through, some variant would probably 
be under way within a year. 

Perhaps Khoo may yet be Ace by 
Exco's shareholder letter, which says 
Gartmore is facing — "substantially 
lower" profits for 1985 than the “excep- 
. tionally good" £4.4 million (US$6.5 mil- 
t lion) pre-tax profits earned in 1984. The 
1986 outlook is for “no improvement” 

over 1985. 
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Exco's Asian quarter-master 


roblem scems to 
oth feet while ad- 


Gartmore's main 
be that it shot itself in 


vancing into the US market. It bought a | 


fund-management business there in 
1984 which subsequently started losing 
custom; and as a condition of purchase, 
it undertook not to expand its US corpo- 
rate pension-fund management business 
other than through the new and un- 
happy acquisition. Gartmore's own US 
West Coast operation, meanwhile, 
made venture-capital investment losses 
which “may well require the injection of 
further significant equity capital." 

t KHOÓ spoke to Shroff from the 
Dorchester Hotel, which happens to be 
owned by the Sultan of Brunei. He 
bought his Exco shares through James 
Capel, a stockbroker which manages 
some of Brunei's investments. Could his 
tilt at Exco be aimed at procuring for 
one of the world's richest investors one 
of the world's most sophisticated treas- 
ury operations? 
which is what Exco, 
with its moneybroking, 
stockbroking and fund- 
management arms, 
amounts to. 

This one Khoo de- 
nied — “categorically.” 
Yes, the Sultan had 
helped him get a room 
at the Dorchester when 
London's other hotels 
were full, but no, Exco 
was not just another 
facet of their friend- 
ship. "This," he said, "is 
independent." But even if Khoo were not 
stalking Exco primarily on Brunei's be- 
half, analysts say the state, a demanding 
and active investor of its oil revenues, 
could well be an important customer. 

There seems little doubt that Khoo 
could, if he wanted to, finance a full bid 
for Exco. Covering his back is the 
knowledge that a contested bid would 
almost certainly produce a “white 
knight" from elsewhere in the City, much 
as happened in Hongkong earlier this 
year when his bid for Wheelock Marden 
was topped by Sir Yue-kong Pao’s 
Hongkong and Kowloon Wharf. 

Khoo's timing is faultless. John 
Gunn, mainly responsible for putting 
Exco together, left in September to run 
B&C. His not wholly amicable depar- 
ture must leave some of its constituent 
parts wondering whether a subsidiary 
relationship to Exco or, for that matter, 
B&C, is ideal. The charge often levelled 
at predatory bidders, that they would 
Tu up the target company, might, even 
if true, not be particularly hurtful to 
Khoo — and, with the Gartmore deal, 
Exco shows it is not averse to a little 
splitting of its own. 











e KHOO also scratched himself from 
the Jardine Matheson/Hongkong Lanc 
takeover stakes, of which he told” 
Shroff; "No more. I have had enough of > 


Hongkong Land | really hate to see © 
my name mentioned in connection with 
something that has got out beyond m 
e» : wt, E ^ ! 

control." He did, he said, reach a hane ^ 
shake agreement to buy Jardine Mathe= 
son's stake in Land, but then “the mar 
ket started to push up like mad." Jars 
dines chairman Simon Keswick had, he 
said, promised him that he would get 
Jardine Matheson itself "over his dead 
body," and told him that “his children” 
were learning Mandarin" — the better,” 
presumably, to take over the running of 
Jardines. ut 

Useful though Mandarin may be, 
there are enough brokers now Whe 
think that money speaks louder even < 
than most Chinese dialects, and who ~ 
think that its distinctive voice is about to 7 
be heard in the Jar T] 
dines/Land camp. T 
Characteristically,: | 
everybody is confident 
that something is finally 
up, while nobady has | 
any very firm ideas 
about what it might be. | 
As at the end of an | 
old-fashioned mystery 
play, the cast of suse 
pects is gradually as- | 
sembling itself for a de- 
nouement. Here is à 
broker who has seen 
Khoo in town, and 
another who has met a man from Anglo- 
American. Cheung Kong Holdings is © 
raising HK$] billion (US$128.2 million) ] 
which it can scarcely be reckoned to | 
need, and there is Hongkong and Kow- | 
loon Wharf curiously unoccupied with | 
reorganising its Wheelock Marden ac- | 
quisition. is is, at the very least, | 
loitering with intent. | 
€ ALTHOUGH Chuang's Holdings’ 
88 cents-a-share bid for its associate 
Lambda Technology is certainly pitched 
low — the property alone is worth 
HK$1 a share — investors are better off 
cashing up than staying in for the nui- 
sance value. Exposure to the Chuang's 
group can be a dubious pleasure unless 
one is oneself a Chuang. Similarly fami- 
ly-minded are the Chius, whose Far 
Éast Holdings (1982) shows in its 1984- 
85 accounts HK$29.9 million due from 
associated companies, and HK$43.3 
million due from related companies. 
These loans, together with a HK$50 i 
million discrepancy between the book — 
and market values placed on the grouns | 
holdings of quoted shares accounts for | 
half the HK$220 million published 
equity. 












n 


^? ^ i 
—— 


111 






AC. NE i S > 


* E - 
= v >. — = = 
b $ - ` < 
B g i —— JA LI 
M I á z H à 
+ m l " i v 
——————— 9 


— 





= | By Paul Ensor in Seoul 
ht he South Korean budget for calendar 

1986, which was rushed through a 
stormy National Assembly meeting on 2 
December despite a boycott by the main 
opposition New Korea Democratic 
Party, has been billed as an expansion- 
ary, pump-priming programme for the 
slowing economy. 

The budget was formulated on the 
basis of optimistic projections for the 
economy as a whole, which according to 
planners, will grow at 7%, with exports 
rising an inflation-adjusted 7% to bring 
the current-account deficit down to 
US$300 million. Inflation is projected 
| to run at 2.5-3% and the won is expect- 
— | ed to remain at a parity of roughly Won 
-| 900:USSI. Overall, this would repre- 

sent a marked improvement from the 
current years performance, but it 
makes little allowance for a sharp eco- 
nomic downturn expected in Japan — 
South Korea's second-largest market. 
_ | Without some significant change in the 
international environment, these pro- 
_ | jections seem as overly optimistic as 
— | their predecessors. 
| A year ago, official growth projec- 
| tions for the economy as a whole for 
- | 1985 stood at 7.5%; this year, the econ- 
omy has surprised the technocrats with 
. consistently low growth rates, which are 
expected to result in a full-year figure of 
probably less than 5?5. There was also 
no export growth, if not an absolute de- 
cline — the worst trade performance 
since the country began its export-led 
growth surge in 1962. The won has un- 
expectedly fallen roughly 7% against 
the US dollar, and inflation has been 
higher than expected. Judging from the 
current domestic and world environ- 
ment, there is little to suggest that per- 
formance next year will be any better. 
The government's optimism seems 
to be based on its own reflationary 
policies. in the second half of 1985, 
which have made more funds available 
to the private sector for investment and 
what it sees as favourable trends in cur- 
B rency values. Having allowed the won 
k to fall 7% against the US dollar, and 











f much further against leading European 
ht currencies, South Korean exports may 
Fa enjoy a boost in competitiveness, espe- 


cially in Europe, where the 1984 policy 
of pegging to the rising dollar had se- 
verely cut into sales. The won has fallen 
35% against the Deutschemark this 
year, and 40% against sterling. 
However, the rising yen, which has 
gained 34% against the won in 1985 
could have some harmful effects also, 
driving up the costs of imports of capital 
equipment and processed raw materials 


A time for pump-priming 


_| South Korea plans to spend more to boost a sagging economy 





from Japan on which South Korean in- 
dustry and exports depend — possibly 
driving up inflation and export prices. 

Consumer price increases in 1985 
have already surpassed the 2-3% 
guideline announced a year ago, rising 
to 3.2% in the first 11 months of the 
year. The government's projection of a 
4% rise in consumer prices next year has 
been criticised as over-optimistic within 
the ministries and at the Korea Deve- 
lopment Institute think-tank. 

While the conservative spenders in 
the Economic Planning Board (EPB) 
who draw up the budget each year have 
not thrown their principles to the wind, 
they have certainly loosened their ties a 
bit, reflecting the hard times ahead. 





ey — 


| 4 THE BUDGET IN FIGURES 


They are planning for a balanced, rather 
than surplus budget (as has been the 
case in recent years) and are even allow- 
ing for growth, rather than shrinkage, of 
the consolidated government deficit. 
Next year's budget is slated to grow 
10.1% over 1985's total (after allowing 
for a supplementary budget passed in 
August). 


According to Kim Young Chu, assis- 
tant director of the budget bureau of 
the EPB, despite the disappointing per- 
formance of the South Korean economy 
in 1985 — gross national product growth 
is likely to be little more than half last 
year's 7.6% — revenue growth has been 
healthy. According to projections based 
on the first 10 months of the year, the 
budget surplus will actually be slightly 
higher than expected. Kim attributes 
this to a higher-than-expected inflation 
rate, which is likely to surpass 3% rather 
than the 2.576 projected a year ago, and 
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nues are projected 
to grow 22.7% over 1984, compared to 
the 9.9% growth originally plotted, and 
corporate tax returns should, be up 
27.6% , compared to the 6.3% projec- 
tion in the 1985 budget. The high 
growth in tax revenues in 1985 was 
largely due to the very healthy state of 
the economy in the previous year. Slow 
growth in 1985 will undoubtedly mean 
much slower growth in tax revenues in 
the coming year. According to the 1986 
budget, corporate-tax collections are 
estimated to rise by only 3.7% over the 
projection for this year. This slowed 
growth will come partly as a result of im- 
proved tax credits. offered on invest- 
ment and shortened depreciation 
periods. 

Expenditure in 1985 was also higher 
than planned, rising Won 257.2 billion, 
or 1.9% over the budgeted amount due 
to the supplementary budget intro- 
duced in August. The supplementary 
budget, which was huase from past 
fiscal surpluses which the government 
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House building: more jobs. 


holds with the central bank, was mainly 
slated to finance domestic construction 
to buoy the sagging economy. 

As is the case with past budgets, 
more than half goes to defence, educa- 
tion and socio-economic development. 
The most striking change next year will 
be the rise in spending on the last cate- 
gory, aimed at pumping money into the 
domestic economy to create jobs. Pro- 
ject timetables are being speeded up, 
and budgets fattened — the largest in- 
crease will be in housing construction, 
which will rise 245% to Won 153.3 bil- 
lion. Several major projects, which 
have already received a boost in, the 
supplementary budget of August, such 
as the Seoul-Taejon Expressway, will 
be brought forward. 

Once again, defence spending, the 
largest item in the budget, does not 
come up to 6% of GNP — the level 
Seoul pledged to hold to in an agree- 
ment with the US in 1979. Kim says 
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there is no friction with Washington on | 


this, and explains that the low figure 
(5.5% last year, rising to 5.53% in 1986) 
largely reflects statistical adjustments in 
official GNP calculations which now use 
1980 rather than 1975 (asmaller base) as 
a base year. 

Salaries of government officials will 
increase an average of 7% — equivalent 
to the average Tise in non-government 
wages across the country in 1985. Gov- 
ernment salarieS were frozen in 1984 
and 1985 as a cost-cutting measure. The 
tax burden ratio, which currently stands 
at 19.3% of GNP, will remain un- 
changed in 1986. 

Apart from the special case of Seoul, 
which has its Own separate budget en- 
dorsed by the Office of the Prime Minis- 
ter (Seoul's mayor, who is appointed, 
has ministerial ranking). all spending by 
local authorities flows through the cen- 
tral budget, allocated by the Ministry of 
Home Affairs. EPB officials privately 
admit that this is one of many areas of 
inter-ministerial friction — they would 
like to have more control over local 
funds. 


eoul's budget for 1986 will total 

Won 2.23 trillion, up 7.5% over 1985. 
Outlays to local authorities will rise bv 
28%, the largest single increase. Much 
of this money will actually go to banks 
which purchased bonds issued by local 
authorities from 1982-84 to finance road 
construction. 

Although the central account was in 
surplus this year and in 1984, and should 
be balanced in 1986, deficits remain in 
the 17 special accounts. Red figures in 
these accounts have helped to preserve 
the consolidated deficit through the re- 
cent years of belt-tightening. According 
to the 1986 budget, the consolidated de- 
ficit will grow from Won 1.56 billion 
(0.2% of GNP), to Won 831 billion 
(1.1% of GNP). 

The National Housing Fund and 
Railroad Special Account will see espe- 
cially large deficit increases, reflecting 
boosted spending in those areas, though 
the largest drain will remain the Gratn 
Management Fund (GMF). The GMF 
loses money by purchasing grain from 
farmers and selling at subsidised low 
prices to consumers. Funds to the GMF 
and another fund subsidising fertiliser 
prices account for 60% of budgeted 
socio-economic spending. 

The government is financing its de- 
ficits by drawing upon the government 
pension fund, past surpluses and savings 
in some of the special funds. The Na- 
tional Housing Fund, for example, 
draws deposits from the public in the 
form of down payments on publicly 
funded housing. Foreign borrowing, 
mainly from multilateral lenders such as 
the World Bank and Asian Develop- 
ment Bank made up 13.5% (Won 61.57 
billion) of non-tax revenues in 1985, and 
this figure is likely to be roughly the 
same in 1986. u 
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prava on, logging off : 


A new timber organisation has yet to put down roots 





By Therese Obrecht in Geneva 


he recently formed International Tropical Timber Organisation (TTO) . 
T its latest series of private m . held in Geneva in tate 
November, still deadlocked over the site of its headquarters. 

The session was —— by its Swedish chairman, Hans-Olle Olsson (as _ 
was the first session in June) because of the stalemate over the he Hquai xt 
ters and over the related issue of the election of an executive director. None ol 





the three contending cities — Amsterdam, Jakarta and Yokohama (Rio D " + ; 
Janeiro rire. bape ven dreht during the session) — obtained more than hall " 
En a y the 16 producer countries or from the group of 19 consumer 1 
nat Ai | 
Yokohama 512 votes from consumer countries and 266 from pro- | 


ducers as the choice for ITTO's headquarters, Amsterdam 488 and 347 
tively, Jakarta nil and 387. “We hoped at least for an interim decision — 


in order to get the c off the ground," said Anwar Santoso 
— Dea ie Tidonietinn dolega , 


leen as are hopeful the — will be broken through bilateral - 
consultations before the next session scheduled for sometime in the first 
half of 1986 in Geneva. Indica- 
tions are that some EEC members 


(mainly the Nordic countries) 
which have until now 
to 


Amsterdam, might be 
shift their votes to 

Yokohama or Jakarta. If the five 
Asian producer countries Aes 
Fg Malaysia, heed aa 

Guinea, the | 
land) shift part or all apr me | 
votes from Jakarta to Yokohama, —— 
the latter will obtain the absolute 


majority required from each 
grou of countries. 


is, of course, a linkage 
between the site of the 
ters and the appointment of the 
executive director," adds Sam- —-— 
toso. If Yokohama is to become 

— OM the site of the ITTO . 

Indonesian timber worker: — ters, the Malaysian 
Freezailah Bin Che Yeon has pi 
fair chance of winning the directorship against Andre Gustave Anguile from 
Gabon. 

Other points on the agenda that are yet to be resolved are the choice of the 
organisation’s official , the establishment of a secretariat and the 
election of officers, the adoption of financial rules and the administrative 

t. Among the positive results of the November session was a 
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US Meet pn contribution from the US to the initial budget of ITTO to finance 


— — in the coming months. | 
and Papua New Guinea havi ving joined the international 
Timber A (which became effective on 1 April and provides 


the framework for ITTO), the 16 producing member countries 


represent 
90% of world exports and resources of tropical woods (REVIEW, 30 May). Al- 
cy oy is rp yet operational, the agreement has been provisionally en- 


— 

Among HA objectives are the attainment of which are remunera- 
tive to producers while also making them “equitable” for buyers; improved 
market access; added-value processing of tropical timber before rama. the 
supply of market intelligence; reafforestation, and the pond, of research 
and development. 

Japan, which accounts for about 46% of the world's tropical-timber 
trade, has played a key role in the establishment of the organisation, having 
proposed to the UN Conference on Trade and Development 10 years 


ago. 
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PANIES 


By Robert Cottrell in Hongkong 
ongkong prosecutors may seek to 
delay-the trial of the now-bankrupt 
Carrian group's chairman George Tan 
and director Bentley Ho, in order to 
proceed more quickly with an addi- 
tional conspiracy prosecution involving 


|. not just Tan and Ho, but also two 


In^ * 





former directors of Bank Bumiputra 
Malaysia (BBM), Carrian’s main bank- 
er. The possibility of postponing the 
original Tan-Ho trial beyond its current 
scheduled starting date of 24 February 
1986, was described by a Hongkong 


Tan; Ho; Hashim: ICAC probe. 
magistrate on 7 December as “astound- 
ing.” Tan and Ho have been on bail 
since October 1983, and were commit- 
ted for trial in April this year after pre- 
liminary hearings before a magistrate. 
They and some of their professional ad- 
visers were charged with having con- 
spired from 1980-82 to defraud Car- 
rian’s creditors and shareholders. 

The two newly accused BBM offi- 
cials, Lorrain Esme Osman and 
Mohammad Hashim Shamsuddin, were 


„arrested on 7 December in London 
. where they now live, and were held in 


custody following a magistrates’ court 
hearing. Lawyers say that they may be 
offered a quick trial as an encourage- 
ment to return voluntarily to Hongkong 
rather than fight an extradition action 
through the British courts. Agreement 
to such a move might well mean holding 
over the Carrian trial until after the 
Osman-Hashim case is heard. When 
Tan and Ho were granted bail in 
October 1983, prosecutors said they 
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: Atrial of patience 


H . Hongkong's Carrian conspiracy case may be delayed 


hoped to proceed to trial during 1984. 

Osman and Hashim were both, un- 
til they resigned in 1983, directors of 
Bumiputra Malaysia Finance (BMF), 
the Hongkong subsidiary of BBM 
through which prosecutors allege a 
series of improper loans was channelled 
to Carrian between 1980 and 1983. 
Hongkong prosecutors also allege that 
Tan and his colleagues bribed Osman 
and Hashim in the hope of winning 
favours from the bank. 

The new charges follow an investiga- 
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tion by Hongkong's Independent Com- 
mission Against Corruption (ICAC), 
instigated in April 1985 at the request of 
Tan Sri Basir Ismail, BBM's chairman. 
An official Malaysian inquiry into 
BBM's and BMF's affairs, conducted by 


| à committee under Auditor-General 


Tan Sri Ahmad Noordin Zakaria, an- 
nounced on 8 December that it had 
completed its work and that it hoped its 
report would be published. 

Prosecutor Warwick Reid alleged in 
a Hongkong magisrates’ court hear- 
ing on 7 December that Osman and 
Hashim had conspired with Tan, Ho, 
former Carrian executive Carrie Woo, 
34, and others to defraud BMF by caus- 
ing it to make improper loans totalling 
about -LUS$770 million. Tan and Ho 
were released with their bail only nomi- 
nally increased from the HK$52 million 
(US$6.7 million) and HK$1 million re- 
spectively at which it was fixed in Oc- 
tober 1983. Woo was freed on bail of 
HK$10 million. 
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Hongkong prosecu 


bringing 23 new BMF-related charges, 


including nine separate counts of con- 
spiracy to procure loans improperly 
from BMF Tan is named as a defendant 
on all nine counts, while Ho is charged 
on seven and Woo on one. The other 14 
charges concern bribes allegedly of- 
fered by Tan, Ho and Woo to Osman 
and Hashim in their capacities as of- 
ficers of BBM and BMF. Osman is al- 
leged to have received about HK$65 
million, together with 6.8 million Shares 
and 600,000 warrants in Carrian Invest- 
ments, the group's principal publicly 
quoted company. Hashim is alleg- 
ed to have received about HK$144 
million, plus air tickets and shares in à 
variety of Hongkong companies. 


ome of the conspiracy counts name 
five other men, none of whom is 
known to have been charged: Ibrahim 
Jafaar, still employed in Hon kong by 
BMF; Henry Chin, a former BMF exe- 


cutive now in London: Rais Saniman, a 


former BBM director thought to have 
moved to Paris; Tan Man-kou, a former 
Hongkong partner in the accounting 


Borders of 
responsibility 


Findings on BMF actions in 
Hongkong may not be enough 


By James Clad in Kuala Lumpur 
hile the two-year long investiga- 
tion into the loss of M$2.25 billion 
(US$927.8 million) from the Hongkong 
subsidiary of BBM has been dragging 


| on, Osman — the central figure in the 


whole affair — has been openly coming 
and going from Malaysia. Osman (now 
being held in London pending hearing 
of an extradition application by au- 
thorities in Hongkong) has visited Ma- 
laysia several times during 1985 in an ef- 
fort to divest assets — apparently with- 
out hindrance, reliable government 
sources have told the REVIEW. 

Malaysian Attorney-General Tan 
Sri Abu Talib has so far taken the view 
that the report of the Noordin commit- 
tee (headed by the auditor-general and 
formed in January 1984 to investigate 
the loans made by BBM's Hongkong 
unit, BMF, to the now-defunct Carrian 
group) cannot form the basis of criminal 
action inside Malaysia. He has also con- 
cluded that, despite the existence of sev- 
eral extra-territorial sections in the 
country’s anti-corruption law, the com- 
mittee’s report on the Hongkong affair 
does not provide strong enough grounds 
to seek the extradition of suspects. “Our 
hands are tied," Talib told the REvIEW 
in September. 

The three-man Noordin committee 
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firm Touche Ross, and David Pyott, a 
Hongkong solicitor and newsletter 
editor. Pyott, who is named in three of 
the conspiracy counts, was brought into 
ICAC headquarters and questioned on 
the morning of 7 December. 

Tan Man-kou is named with others 
on a single count of conspiring between 
October 1982 and October 1983 to de- 
fraud BMF of US$40 million, which 
prosecutors allege was improperly lent 
to Carrian Nominee, the private com- 
pany owned by George Tan which con- 
trolled the Carrian group. 

Tan, Ho and Woo were all held in 
custody through the weekend of 7-8 Dc- 
cember, Tan and Ho pending an unsuc- 
cessful prosecution appeal against their 
bail and Woo because she was unable to 
deposit bail until local banks re-opened. 
Reid said Woo, a former aide to Tan 
and now a stockbroker, was a "woman 
of enormous wealth." He said she had 
proper “within a matter of hours" 

K$30 million to help meet Tan's 
HK$52 million bail in October 1983. 
Woo later argued through counsel that 
her resources were “entangled” with 
companies belonging to her, and that 


(whose other two members are lawyer 
Chooi Mun Sou’s and accountant Ramli 
Ibrahim) sent its 1 .075-page final report 
together with documentary appendices 
to BBM chairman Basir on 9 De- 
cember. The panel's terms of reference 
asked the committee to discover how 
BMF lost some M$2.25 billion over six 
years. 

Although working without legal 
powers to subpoena witnesses, demand 
documentary evidence or take tes- 
timony under oath, Noordin's commit- 
tee during 1985 identified various in- 
stances of what it calls "prima facie 
cases of corruption." The final report 
follows earlier presentation to BBM 
and the government of an initial interim 
report plus three “confidential briefs.” 
On 8 December, Noordin described the 
BMF bad-loans affair as a “complex op- 
eration . . . a gigantic corporate juggling 
of assets,” while Chooi said that some of 
those assets had been traced back to 
"two-dollar" Liberian-registered com- 
panies. 

Speaking to the press after handing 
over the completed report, Noordin 
made it plain that he expects govern- 
ment action against alleged 
wrongdoers: the committee's earlier 
briefs had mentioned former BMF and 
BBM officers by name. Noordin also 
said the final report contains the names 
of "some" non-bank officers and there 
is intense speculation in Malaysia about 
whether any politically prominent fig- 
ures are implicated in the committee's 
report. 

"We want the relevant authorities to 
follow up on the lead we've provided 
them," Noordin said. "We think a pro- 
secution can be done . . . [based on] 
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her only quick assets were HK$2 million 
in time deposits and HK$10 million in 
jewellery. 

Tan's counsel, Graham Hamilton, 
said his client was “certainly a great deal 
less wealthy than he was" partly as a re- 
sult of legal fees. Hamilton succeeded 
British barrister Michael Sherrard as 
Tan's counsel in October this year. 
Hongkong's Financial Secretary Sir 
John Bremridge said in November that 
investigations by the territory's Securi- 
ties Commission into Carrian had al- 
ready cost the Hongkong Government 
HK$46 million; while a British news- 
paper reported that barrister Anthony 
Scrivener, retained to defend two Price 
Waterhouse accountants charged 
alongside Tan, was receiving for the 
case the first £1 million (US$1.4 million) 
fee known to have been awarded at the 
British bar. 













Osman: frequent visitor. 


charges that point to conspiracy.” To 
add to the pressure for an early public 
release, the committee engaged a Bri- 
tish lawyer who advised that the final re- 
port contains material that will amount 
neither to a breach of banking confiden- 
tiality nor to contempt of court in re- 
spect of matters now before courts in 
other jurisdictions. Unlike Hongkong. 
no criminal charges have been laid in 
Malaysia arising out of the scandal. But 
BBM has filed writs against former 
BMF directors and its chairman, claim- 
ing recovery of sums wrongfully taken. 
These matters have yet to come to trial. 
In his remarks on 8 December. 
Noordin said that “about M$150 mil- 
lion” could have been saved had BBM 
heeded central bank warnings following 
an audit in late 1982. In the event, the 
bank's chairman at the time, Nawaw! 
Mat Awin, made no move to replace of- 
ficers responsible for BMF lending until 
virtually all the officers in the subsidiary 
resigned in October 1983. 
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All a matter 
of time 


BMF extradition hearings 
could be a lengthy process 


By James Bartholomew in London 


| um Osman and Hashim 
Shamsuddin appeared at Bow 
Street Magistrates’ Court in Lon- 
don on 7 December to face an ex- 
tradition warrant presented by the 
Hongkong Government. The ex- 
tradition was requested under Sec- 
tion 3 of the Fugitive Offenders Act 
1967. The men were remanded in 
custody until 16 December, when 
there will! be another hear- 


ing. 

. . Clive Nicholls QC, acting 
for fhe Hongkong Govern- 
ment, reportedly said that 

the total fraud involved in 

these cases could be in excess 
of £1 billion. He | the 
ranting of bail — t 
e defendants did not in 
end apply for it. It is impossi- 
ble to predict whether or not 
these particular extraditions 
will be granted by the British 
court. But, in general, it ap- 
pears that a majority of ex- 
traditions applied for are 
eventually granted. Extradi- 

tion cases are “almost on a 

par with committal proceed- 

ings,” according to Trevor 

H n of Trevor Hamlyn 

and Co., British solicitors 

. with experience of extradi- 
tion cases. 

The prosecution has to 
show that there is “a case to 
answer." But it does not have to do 
more than that. Normally witnesses 
are not called. It is all a matter of 
papers and argument. This does not 
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mean that the procedure is quick. A 
requisition for extradition has to be 
submitted to the Home Office. The 
pee to be nted in court 

ave to be brought to London and 
the solicitors barristers have to 


prepare their cases. All this could 
easily take two or three months. 

If a case is complex, as this case 
could well be, then some six to 
eight weeks might be needed for 
the hearing. But the court might 
not be able to set aside such a long 
period of time straight away. So 
that could mean further delay, All 
in all, in à — case, the court 
will not normally have heard the 
case and reached its for 
something between six months and . 
a year, 
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_ European consumers stall tin market financial poene] 


al 
.| By in London and Hongkong 
by. ankers owed money by the Inter- 
* national Tin Council (ITC) are 


| — by the unwillingness of 
H an countries to honour their 
EL share of ITC's debts. The bankers’ criti- 
a cism of European countries coincided 
- with the meeting of the ITC which 
| started on 2 December, and is due to 
continue until a decision is reached re- 
1i ‘solving the insolvency crisis which has 
. closed all the world's major tin markets 
| for the past seven weeks. In what has 
| become an increasingly political saga, 
| the temperature is being raised by 
i | mutual criticisms and a threat of legal 
Im that goes well beyond merely 
for debts owed. 
— At the latest emergency meeting of 
i3 ITC, members were being offered 
three different ways of dealing with the 
crisis: disowning sovereign aai 
ah for ITC’s debts; standing by those 
debts while running down the ITC, and 
| ue least likely) continuing support for 
e tin market at a lower price level. 
| Amid what one source close to the 
| negotiations called “a lot of position- 
| taking and sounding off," further ideas 
| being mooted are that the bankers and 
| brokers should accept an interest-pay- 
if ment moratorium. These notions are 
Hb euphemistically called “burden shar- 
iu - ing" and are being resisted by the bank- 
E ers. 
| Sir Adam Ridley, who has effec- 
| tively become deputy chairman of the 
| bankers’ “Group of 16," made it clear in 
{| an interview with the. REVIEW that he 
- found the attitude of some European 
nations hard to understand. These na- 
tions, which include West Germany, the 
richest nation in Europe, have latched 
onto the idea that the ITC has limited 
liability. They want to wash their hands 


= | of responsibility for ITC's debts. Only 
= | the British Government, of all the 22 


members of the ITC, has publicly stated 


— | itwillstand by its share of the ITC debt. 


Ridley; who is an executive director 
of Hambros Bank and a former special 
adviser to two chancellors of the ex- 
chequer, was surprised by the attitude 


- | of the continental Europeans, not only 


because he considered it to be wrong 
but also because he thought it lacked 
sense. He calculated that the cost of 
uaranteeing their shares of the ITC 
ebt was trifling compared to their nor- 
mal daily ex —— 

In round figures, the ultimate loss 
which sovereign nations might have to 
take was likely to be not much more 
than £360 million (US$533.3 million). 
Of that, the consumer countries would 
_be liable for half. This money, spread 


Thai tin mining: informal pricing. 


over three years, would be £60 million a 
ear and a European country might be 
iable for, say 10% of that amount or £6 

million a year. For countries such as 

West Germany and France, this money 

is peanuts. 

If the European countries can credi- 
bly be blamed for the collapse of the 
ITC, another possible consequence ts 
that they might take the blame for the 
whole crisis. This would be incorrect. A 
lot of the blame must go to the way the 
buffer stock was managed. Earlier this 
year, the REVIEW pointed out that the 
manager was making a loss in real terms 
of some £70 million a year. 

Ridley drew attention to some as- 
pects of the buffer stock manager's op- 
erations and concluded “the whole 


thing has something in common with In- 
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vestors Overseas Services [a celebrated 
unit-trust scheme launched by Bernie 
Cornfeld which boomed and then bust 
in the early 1970s]: it only works if it 
works." One aspect of the operations 
not previously well known was that the 
manager entered into forward contracts 
to sell tin at unspecified prices. 
dut rice at which the deal was even- 
tually settled would be the market 
price. This might sound, on the face of 
it, to be reasonable but in fact the conse- 
MP is that when things go bad, as 
ey have, they go very bad indeed. In 
addition to the losses made from such 
things as interest charges, the ITC will 
have to face tremendous losses on these 
unpriced forward sales. Once trading is 


" resumed, the market price is bound to 


be drastically lower. British Trade 
Minister Paul Channon has tried to per- 
suade Otto Schecht, a West German 
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‘but "ids ue. 
Treni failed. 

The bankers * would like to 
have an agreement with the ITC and the 
nations behind the ITC. But if agree- 
ment cannot be reached (and hopes are 
not high) then the denouement would 
very likely include litigation going well 
beyond merely suing for money owed. 
The bankers have been advised to sue 
not only to establish sovereign liability 
for ITC's debts but also on grounds of 
anti-trust and misrepresentation. 

Meanwhile, the continuing tin crisis 
has forced Thailand, the world's third- 
largest tin producer after Malaysia and 
Indonesia, to post its own daily tin price 
— starting from 16 December. The Thai 
Government has said that a Thai refer- 
ence price will be used in the absence of 
quotations from the London Metal Ex- 
change (LME) and the Kuala Lumpur 
Tin Market (KLTM) where trading has 
been suspended since 24 October. 

The Thai decision could make Thai- 
land a reference point for all current tin 
trade. Already consumers such as Japan 
and West Germany are reported to be 
filling their immediate ape on an in- 
formal "grey market" rices well 
below the M329. 50 (USSI2. 6) a kg and 
£8,140 a tonne last traded on the KL TM 
and LME. 

Sivavong es, Ss of the That 
Mineral Resources Department said his 
department would fix a price each day 
based on available bids and offers in the 
market. The government hopes that 
with the posting of a reference price, 
Thai exports of tin will be revived, hav- 
ing largely been stopped since October, 
apart from small shipments to major 
buyers, particularly Japan, under old 
contracts and some 60-80 tonnes in ad- 
ditional urgent sales. 

The lack of LME and KLTM quota- 
tions has made Thai miners reluctant to 
supply tin for smelting as they cannot 
work out production costs or royalty lia- 
bility, industry sources said. Traders in 
Tokyo said they have been buving li- 
mited volumes of spot tin for a month 
from Asian producers, mainly Malay- 
sia, but were reluctant to buy large 
amounts given the existence of large 
world tin stocks. Spot grev-market 
prices for Malaysian tin are M$21-22 à 
kg against M$24-25 in late November 
and the long-maintained ITC floor price 
of M$29.15, they said. 

Japanese importers are likely to start 
buying spot tin for January even if the 
LME does not resume tin trading but 
would continue hand-to-mouth buying 
as domestic tin-product demand has. 
been low, with no signs of recovery. 
Mitsui and Co.'s and Mitsubishi Corp.'s 
long-term contracts with Malaysia and 
Thailand, totalling around 900 tonnes, 
helped offset the LME trading suspen- 
sion, traders said. Japan's November tin 
consumption was a third down on its. 
monthly 2,500-2,600-tonne average. EF 
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ECONOMIC RELATIONS 


Mending 
fences 


The US may penalise Europe 
to benefit developing nations 


By Frances Williams in Geneva 

S President Reagan's reported in- 

tention to veto the Jenkins Bill, 
which imposes tough restrictions on US 
textile and clothing imports, does not 
signify any softening of US attitudes to- 
wards renegotiation of the Multi-Fibre 
Arrangement (MFA) which governs the 
bulk of world trade tn these items. 

The US' chief textiles negotiator, 
Charles Carlisle, told a 4 December 
meeting of the Gatt textiles committee 
in Geneva that the US could not toler- 
ate a re petition of the ` 'highh destabilis- 
ing" import increases in 1983 and 1984, 
when deliveries under the MFA surged 
by some 70%. 

Formal negotiating positions. have 








vet to be decl: ired, but the US wants the. | 


next MFA, replacing MFA III which ex- 
pires next July, to run for at least four or 
five years — and they want it to cover 
"new fibres" — linen, silk and ramie (a 
vegetable fibre akin to linen). US im- 
ports of new fibres have risen five-fold 
over the past two years, to take a 10% 
share of all US clothing imports, Car- 
lisle said. The US also wants favourable 
treatment for smaller suppliers, which 
will mean less-favourable treatment for 
the big three exporters to the US mar- 
ket: Taiwan, Hongkong and South 
Korea. 

[he Europeans, while professing to 
support “progressive liberalisation.” 
will probably accept much of this. 

Ironically, the biggest jump in US 
imports of textiles and clothing over the 
past year has come trom Europe, up by 
nearly a third compared with a 6% drop 
for the “big three.” The US is even said 
to be considering sweetening the 
negotiating pill for the developing coun- 
tries by restraining imports from the 
EEC 

The developing countries, mean- 
while, have dropped their clearly un- 
realistic demand that the MFA be im- 
mediately scrapped. But they are insist- 
ing on amore liberal regime, for as short 
a period as possible, paving the way for 
the return of textiles and clothing into 
the Gatt fold. 

They have an ally in the now-certain 
advent of fresh global talks to dismantle 
trade barriers due to begin in late 1986 
“What comes out of the MFA negotia- 
tions will testify to the credibility of the 
industrial countries’ commitment. to 
trade liberalisation,” said Marcelo Raf- 
faelli, independent Brazilian chairman 
'of Gatt’s textiles-surveillance body. D 
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| ket, will operate t ¢ dera 
30-year franchise, after which the tun- 
nel will revert to the. government of 
what will then be the Special Adminis- 
trative Region of Hongkong. The rail 
tunnel will be run by the MTRC for a22- 
shortlisted by the g government and the. year period. | 
government-owned Mass. —— Rail- A key feature of die package. — and : 
way Corp. (MTRC) for the 2.5-km it is said, a precondition to shortlisting 
nel project: Cross-Harbour Tunnel Co., | of bidders — is its structuring such that 
the listed company which built and runs | the MTRC should at ho point face nega- 
the existing road crossing, and a group | tive cash flow. T he corporation will pay 
led by Gammon,: — of Jardine | agreed (but undisclosed) sums to the 
Matheson. consortium for the use of the tunnel. 
The Kumagai group, to | The government has ‘said these pay- 
New Hongkong Tunnel Co. | ments will be more than covered by 
ifra ry | will put up some. HK$1 billion (but | anticipated net revenue from the new 
gin, It had been widely specu- perhaps less and almost certainly not, as | rail. system, which will extend the 
it the presence in the group of | some recent reports suggested, more) in | Kwuntong line (east of Hongkong's air- 
rests helped it win, but this | equity. However, a detailed financial | port) to Quarry Bay on Hongkong is- 








ancing details on a anew Hongkong tunnel are murky 









By Paul Sillitoe in Hongkong 


A week after a Japanese-led con-. 
ya sortium — which includes China- | 
ked interests — clinched the contract 
build Hongkong's second cross-har- 
ur tunnel, the precise terms of the 
and its underlying financial. ar- 
igements remained a mystery. It is 
ywn that the project, to cost approxi- 
/ HK$3 billion (US$384. 6 million) 
territory's biggest single — 
— was bagged by a ve 









































be called 


visers to the group, bankers Shearson | main business area. — — | 

The road link, similarly, will run on 
pre-arranged terms. The toll for cars 
and taxis will be set at HK$10 — the 
same as the Cross-Harbour Tunnel’s 
current toll. But the new toll level is a 
commitment that ts not linked to move- 
ments in the existing tunnel’s toll. And 
the government will impose no passage 
tax for “at least five years.” 

Probably early in 1992, when com- 
pletion of a bored road tunnel between 
Shatin and East Kowloon is scheduled, 
linking up with the second harbour tun- 
nel, the government will take a stake in 
New w Hongkong Tunnel. This will pro- 
vide it with an agreed 6.25% of the con- 
sortium's operating revenue. (The gov- 
ernment owns 24.3% of Cross-Harbour 
Tunnel Co.) a 





! Lehman. 
\ ards the « eastern end of Hong 
; harbour, is scheduled for com- 
n late in 1989 by a group consisting 
apanese public-works | major 
ai Gumi, Britain's Lilley Con- 
Paul Y Con- 


or are the roles of the group mem- 

bers clear at this stage. Kumagai’s 
will be the pivotal one. But it will not, 
according to Shearson, pivot on cheap 
credit from Japanese institutions. 
Rather, a syndicated loan put together 
in Honelone will be the chief source of 
finance, it is thought. Sources say Citic 
will be a major ‘shareholder in New 
Hongkong Tunnel. Again, though, its 
role has not been defined. (Among 
Kumagars other projects, the company 
and two  Hongkong-based, China- 
backed partners are building a luxury 
hotel in Tsimshatsui, in joint venture 
with a Japan Air Lines subsidiary. 
Kumagai also is involved: in. joint- 
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: X involved, els. not as consor- 
um members, are the Japanese trading 
house, Marubeni Corp., and Hong- 
kong's Ever Bright Industrial, a China- 
lacked. company. It is understood 


| 
i 

nissed by ve Hongkong | package is still being worked out by ad- | land and thus on to Central District, the 
| 

ther of these — will have an i 
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RESULTS 


% change | Dividend 












% change 











































on period Turnover on period (prev. ) | Comment 
i DEM MÀ MÀ — — — sn — — — 
H30 Sept. | HK$302.4m n.a. n.a. 8.5g | Improvements in property leasing boosted profit while new 
(US$38.8m) (7€) | | acquisition Wheelock Marden has also done well. Debt 
continues to. decline. e 
H 30 Sept. | HK$309m + 26, HK$1.93b +18.4 10e | Growth rowth attributed to good performance i in  eubsidiarios 
(US$39.6m) (US$247.4m) (8.7¢} | Communication Services and integrated. Business 
| Systems. l 
H31 Oct. | Y3.2b T Y 196.7b +11 ¥3 | Expanding markets in China and US helped increase sales 
(US$15.7m) (US$966.6m) (nil) of motorcycles. Fuli- -year dividend of Y 6 will resume after 
three years. 
 H30Sept. | ¥86.64b -143 | Y2.55t +3.2 na. | Profit decline due largely to fall in semiconductor sales. 
(U8S$425.7m) (US$12.5b) Full-year group net profit to fall 2595 to ¥ 157b. prm. 
M$43.58m | -37 M$450.57m -23.2 n.a. Declines reflect fall in commodity prices and lower ma gins 
(US$18.0m) | (US$185.8m) in palm-oil refining industry. i Nn results will not ma ch 
mu last year's level. : 
S$15.11m ~12.7 | $$132.89m +16 . 6€ | Interim dividend to be a on 10 Jan. to shareholders 
(USS$7 im} (US$62.7m) | (same) | registeredon same date. . 























Won 188.4b 
(US$211.7m) 


Profits affected by rising financing costs while sales of 
condiments and —— gron at SONET rates than 
previous year. 
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The Hongkong connection 


An Australian air operator takes advantage of new rules 


By Hamish McDonald in Sydney 


he private. operator in Australia’s 

domestic sitting duopoly, Ansett 
Transport Industries, has bought a 51% 
share in Transcorp Airways (HK) — the 
first local operation to take advantage 
of an opening in the country's interna- 
tional cargo business created by a 
change in charter rules. 

Transcorp is the Hongkong sub- 
sidiary of Perth-based Trans Corp Aus- 
tralia which recently bought a Boeing 
707 cargo aircraft from Lufthansa. The 
aircraft is now undergoing modifica- 
tions in Hongkong to comply with re- 
quirements of a Hongkong air 
operator's certificate. 

Meanwhile, Transcorp began cargo 
charter operations in late November 
connecting Perth and Melbourne with 
Singapore and Brunei, using a 
Ghanaian-registered 707 owned by a 
Swiss company called Zimex. 

Hongkong registration gives Trans- 
corp a breathing space before it has to 
embark on the expensive task of fitting 
“hushkits” to the noisy first-generation 
jetliner, Hushkits are now mandatory 
on Australian-registered 707s (and from 
| January 1988 on visiting foreign air- 
craft), but will not be required in Hong- 
kong until mid-1986. Transcorp chief 
executive Peter Schoonens, who re- 
cently returned to Perth after 12 years as 
an engineer with Airbus Industrie in 
France, said the plane would be 
hushkitted by then. Transcorp paid 
“below US$1.5 million” for the Luf- 
thansa jet, Schoonens said, and chose it 
as the best maintained 707 on the mar- 
ket. With Ansett's involvement, on un- 
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Abeles: another c opp 
disclosed terms, speculation about 
Transcorp s funding or a possible 


stockmarket listing has receded. The 
operator is now looking for a second 707 
to purchase early in the new year. This 
would be brought on to the Australian 
rcgister and would be flown by Ansett 
pilots, Schoonens said. 


he cargo line will take advantage of 

the changed cargo policy announced 
by Aviation Minister Peter Morris on 5 
November that allowed mixed consign- 
ments of primary produce from one or 
more points on unscheduled outbound 
charters, and consolidated general 
cargo on the inbound legs. Previously, 
outbound charters could take only one 
type of produce from one consignor to 
one consignee. 





Where the Australian national car- 
rier, Qantas, and its counterpart tn the 
charter destination operate on the pro- 
posed route, they will be given first re- 
fusal by the Aviation Department pro- 
vided they can match price and capacity 
at 24 hours’ notice. 

l'he new policy is intended to boost 
exports of high-quality perishable goods 
such as fresh fruit and vegetables, 
lobsters and shellfish, fresh meat, and 
cut flowers that often have seasonal ad- 
vantages in northern-hemisphere mar- 
kets, 

Such perishables already comprise 
about 46% of the total export cargo up- 
lift, which was 85,092 tonnes in the year 
to June 1984. However, a review com- 
mittee found this year that exporters 
could rarely get firm bookings more 
than three days ahead from scheduled 
airlines, which carried 97% of inbound 
and outbound cargo, while cargo capa- 
city from secondary E iteways such as 
Darwin, Port Hedland and Cairns was 
extremely limited 

Transcorp has begun what it plans as 


| a regular service for produce exporters 








| conferred on Qantas. 


to Singapore and Brunei out of Perth 
and Melbourne and later from Sydney 
also. Ansett will be a passive tivestor, 
Schoonens said, offering services to 
[ranscorp on a normal commercial 
basis. But for Ansett co-chairman Sir 
Peter Abeles — whose firm TNT shares 
ownership with Rupert Murdoch's 
News Corp. — the cargo operation of- 
fers an opportunity to cause another 
chink in the international monopoly 
Ansett is already 
exploiting management contracts given 
by the national airlines of Vanuatu, 
Western Samoa and the Cook Islands to 
extend passenger operations into the 
Pacific, with plans for an island- 
hopping service to Hawaii early. next 
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Weighted for 1984 trade with the countries shown plus the United States and Canada and 14 European countries. Figures are for the week ended 7 Dec. 
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. HONG ONG: Still haunted by nervousness over 
corporate troubles in Singapore and Malaysia, the 
market opened on a weak note and drifted lower 
— by mid-period. Bargain hunters then assumed the 
upper hand and —— the Hang Seng Index up 
| 30 points over the period to finish at 1,724.27. 
Speculation on the activities of major players 

Cheung Kong and Hongkong and Kowloon 
W tarf, which recently reported good half-year re- 
t sults, helped buying sentiment. Average daily 

“turnover was a moderate HK$275.27 million 
| (L $35.3 million). The market remained alert to 

- possible statements arising from an impending 
j visit to Hongkong by senior Chinese officials. 


aL J: Still suffering from the aftershock of a 
| colla psed bond market, the stock exchange ended 
a dull period with investors waiting to measure the 
effects of the bond-futures market settlement on 9 
Dec. Losses on these futures contracts could pro- 
di ce an equity sell-out to raise funds, analysts 
- feared. Volume fell to an average 273.16 million 
Shares daily. The Dow-Jones Average settled at 
12,798.23 ints on 9 Dec. Second-section shares 
were sold as investors sought to broaden 
portfolios. Renewed interest was seen in shares 
shadowed by "hidden assets," such as property, as 
declining short-term interest rates raised the pros- 
pect of some reflation. 


A hos P 


AUSTRALIA: The lethargic markets continued to 
drift lower on continuing high interest rates, a lack 
Of overseas trading and special situations. The 
'All-Ordinaries Index shed 2.4 points to close the 
period at 985.8 while industrial stocks lost ground 
with the All-Industrials Index falling 10.5 points 
to 1,451.9. Robert Holmes à Court took his hold- 
_ ing in market leader Broken Hill Proprietary Co. 
to 18% on 4 Dec. with strong market speculation 
that he is seeking to move to the 19.9% takeover 
threshold. Gold stocks were the big losers of the 
pe iod with the Gold Index plummeting 19.8 
points to close at 887.2 while the All-Resources 
- Index advanced 3.4 points to 625.8. 


d 

NEW ZEALAND: The market opened firm before 
- advancing strongly to set a new high at the end of 
the period. Barclays Index put on 52 points to 
- close at 1,783.10 while the new peak was reached 
on relatively strong volumes. The market's ad- 
| oY ce was narrowly based on a select group of 
Stocks — strong rises by Brierley Investments, 
which accounts for about 18% weighting on the 
- index, Chase Corp. and Equiticorp Holdings were 

- mainly responsible. 


_ SINGAPORE: Following its first ever suspension, 
the stock exchange had its worst single-day price 
| fall on 5 Dec., with the Straits Times Industrial 
.| Index falling 82 points and many counters shed- 
| ding up to 20% of pre-suspension values. Big los- 
| ers in the financial listings included Oversea- 
_ | Chinese Banking Corp. and United Overseas 
Bank. Raleigh, Promet and Duta Consolidated 
- | also fell heavily. The next two trading days saw a 
small rally on thin trading regaining a quarter of 
the value lost, mainly because of new 24-hour 
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i Vo end to the trouble 


New Zealand, on the other hand, were enjoying a bull run. 


scrip delivery rules. Total volume for the three- 
day period was 50.57 million shares. 


KUALA LUMPUR: After an unprecedented three- 
day suspension following a failed rescue of Pan- 
Electric Industries in Singapore, the stock ex- 
change suffered major setbacks when trading re- 
sumed on 5 Dec. All counters took losses, with 
some speculative listings shedding more than 30% 
of their value in the exchange's largest ever single- 
day fall. Bargain-hunters helped lift indices in thin 
trading during the next two trading days but de- 
spite the banks offering beleaguered brokers a 
M$150 million (US$61.9 million) standby credit, 
most analysts expect that reports of deep indebt- 
edness by major market players and brokers alike 
will probably prevent any quick recovery. 


BANGKOK: Most traded stocks in the holiday- 
shortened period slipped lower, led by the cement 
sector. The market outlook deteriorated under 
the lack of investors' confidence on the economic 
situation. Also contributing to the market weak- 
ness was the depreciation of the baht against the 
US dollar, prompting many traders to unload 
their remaining holdings. The Book Club Index 
lost a hefty 4.82 points to finish the period at 
123.37. The period's only gainer was Thai Plastic 
and Chemicals. The biggest loser was Mah Boon- 
krong followed by Metal Box and Siam Citizens 
Corp. Volume, including direct deals at several 
counters, amounted to 1.72 million shares valued 
at Baht 378.82 million (US$14.2 million). 


SEOUL: Extending its unrestrained bull run, the 
market reached an all-time record. The value of 
shares traded on 9 Dec. reached Won 45 billion 
(US$50.6 million). Average daily turnover was up 
4.4 million shares to 32.86 million, while the com- 
posite index rose 2.24 points to 153.5. Buying was 
centred on companies likely to issue convertible 
bonds or depository receipts abroad in the near fu- 
ture, notably Hyundai Motor and Yukong. These 
two pushed their respective sectors up markedly 
— transport equipment was up 25.93 points, and 
chemicals up 11.91. 


MANILA: Mining shares advanced in the absence 
of interest in other counters. However, big single 
transactions on a few high-priced issues helped 
the commercial-industrial section account for 
79% of total value turnover, though profit-taking 
pushed the index down by 1.67 points to close at 
166.95. The mining index gained 4.83 to 672.38 
while the oil indicator added 0.007 to 0.819. Aver- 
age daily turnover rose 36% to P3.79 million 
(US$204,864). 


TAIPEI: The market broke through the psy- 
chological barrier of the weighted price index's 
800-point level in a rally that seemed motivated 
primarily by news from a recent Opec meeting in 
Geneva indicating likely declines in oil prices. The 
period ended with the index at 806.35, a healthy 

6.65 points above the previous close. Volume 
was C higher, with daily transactions aver- 
aging NT$1.22 billion (US$30.5 million), 
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Banknote | Officia 
rae 0 


renmin 
kip 
dong 


1.49? 
6.768 
1.470 
5.883 
Par? 

242.950 
$507 
1.878 

18.585 
2.283 
2.430 

27.398 
2.946 


tate - 


Nepal 
Pakistan 
Papua N.G. 
South Korea 
Sri Lanka 
Taba 


Communist countries | 

US$ = Antb 3.1935 HKS Rens 0.4060 
Uss- Rouble 0,7718 

USE Kip 35.00 

US$ Dong 1.004 


The Hongkong and Shanghai Banking Corp. for banknote selling rates and officiat 
fates whan available on thé Hongkong market, Flauter for spot 
and torward rates from local andintemational markets. 
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NEW 3-ENGINE PROFIT CENTER: THE MD-11 


The bottom line—and how to improve net profit- 
is of major concern to every airline. The flexible, 
fuel-efficient MD-11 is born of just such 
concern. 

Its seat mile costs promise to be substantially 
below those of the 767 and operating costs for 
the MD-11 will be 35% lower than those 
of the 747 while maintaining comparable 
seat mile costs. 

It will have a bigger cargo capacity than either 
aircraft-and, after accommodating passenger 
baggage, will have 57% more cargo capacity 
than the 747. 

To convey the size and capabilities of the 
MD-11, a comparison with our DC-10-30 may 
help: the MD-11 fuselage will be 22 feet longer; 
it will comfortably welcome 54 more passengers 
(that's 331, mixed class]; it will have new high- 


efficiency engines, and its range will be increased 
to over 6,000 nautical miles. 

Much will be new on the flight deck. The flight 
management system, the cathode ray tube dis- 
plays, the digital autopilot—all are state of the art. 
Most important, by automating flight engineer 
functions, the cockpit crew will now be two, 
further reducing operating costs. 

Main cabin interiors have been redesigned as 
well with many passenger-pleasing features. 
Travelers will discover larger storage compart- 
ments throughout plus new overhead bins for 
those seated in the center sections. 

The new MD-11. It blends advanced tech- 
nology with proven reliability. 


MCDONNELL 
DOU LAS 














Able to Melt Particles 
in. hiyle Blast.. 














"s a Superprocess ... plasma ejected from 
t nozzle in blasts that travel over 5,000 m/sec. 
teaching temperatures over 10,000°C, it’s even 
iotter than the surface of the sun. Plasma, with 
S intense energy and unlimited potential, is 
eferred to as "the fourth state of matter." At 
lippon Steel we're using it in high-temperature 
pplications research to melt metal or ceramic 
articles and deposit them onto materials which 
en acquire entirely new surface functions. This 
; Just one example of how intensive R&D efforts 
re producing a variety of Superprocesses 
nd Supermaterials. 

At Nippon Steel we're also applying advanced 
lectronics and information technologies to bring 


Blasting Plasma to Create New Materials 


about greater efficiency in steelmaking. An: 
we re developing the latest steelmaking 
technologies to improve productivity. That's 
because, as an integrated materials manufa: 
turer, we recognize the continuing importan 
of steel as a super-basic material. Super ii 
strength and workability, as well as in 

availability, cost, and range of applications 


For both traditional and advanced industria! 


materials, and for Superprocesses and Supe: 
materials, users worldwide rely on our qualit 
and innovation. 

That's Nippon Steel — the company tha! 
looking toward the 21st century to meet 
the diverse needs of industry today 


— 2 — —— —9]X$—— 
NIPPON STEEL 
— A00 —— —— 


Tokyo, Japan Telex: 22291 


LETTER FROM THURSDAY ISLAND Žž — 


Ts only sign at the airport serving 
Thursday sland, the administrative 
headquarters on the Australian side of 
the Torres Strait, advertises the wares 
of M. Pavlovic, Taxidermist. Along 
with such indigenous items as mounted 
crayfish, shark teeth and pearl shells are 
offered deer antlers which come from 
the descendants of the Rusa deer intro- 
duced to West New Guinea by the 
former Dutch colonists. No respecter of 
arbitrary borders drawn through wild 
jungle and swamps, the deer soon cross- 
ed eastwards into once-Australian, now 
independent Papua New Guinea. In 
time they made the 4-km crossing from 
the Papua New Guinea mainland to 
Boigu, one of the northernmost islands. 
Today, according to Boigu's Anglican 
minister, Rev. Blanket, they can still be 
scen swimming across the narrow strait: 
they have been found in the bellies of 
sharks — "they apparently get the scent 
of fresh water on our island." 

Boigu is about 25 km long and has a 
»pulation of 300 which, like Papua 
ew Guinea and Irian Jaya, is Melane- 

sian. Until June the Rusa were the only 
foreign *wetbacks" to make the cross- 
ing. But in that month Australia joined 
Papua New Guinea in receiving some of 
the fallout from events in Indonesia's 
troubled Irian Jaya province. 

After an attempted flag-raising in 
February 1984 by members of the ban- 
ned Free Papua Movement (OPM), and 
a crackdown by the Indonesian military, 
11,000 Melanesians crossed into Papua 
New Guinea. Most remain in camps 
along the border, maintained with help 
from the UN High Commissioner for 
Refugees, Australia and the Christian 
churches. Few of the refugees are full- 
time OPM members, though most op- 

Indonesia's style of rule in their 
omeland. Almost all of them fled to 
Papua New Guinea on foot. 

Between the flag incident and June 
this year, Australia insisted the problem 
solely concerned Papua New Guinea 
and its Indonesian neighbour. Canberra 
was happy to provide relief aid, now 
totalling A$2 million (US$1.3 million). 
but declined to assume a diplomatic 
role. This stance derived from its deter- 
mination to improve relations with 
Jakarta and the realisation that, it was 
unable to control Papua New Guinea's 
foreign policy which oscillates — de- 
pending on the Port Moresby official 
talking — between criticising Jakarta 
and expressing confidence in Indone- 
sia's administration of Irian Jaya. 

As a result, the arrival on Boigu of 
five Irian Jayans in June caused shud- 
ders in Canberra. When their presence 
became known to the media the next 
month, there was talk of a possible flood 
of refugee "boat people." The 2.067 
Vietnamese boat people who landed are 
still remembered, not always fondly. 








This fear was not discouraged by the 
government. Immigration Minister 
Chris Hurford said intelligence reports 
had shown that a further 20,000 Irianese 
might cross into Papua New Guinea by 
year’s end, and hinted that a proportion 
might travel in the wake of the "TI Five" 
(Thursday Island) to northern Austra- 
lia. The risk seemed even greater when 
Hurford said it was possible to walk 
across the strait from Papua New 
Guinea to Australia at low tide. 

In fact, as the REVIEW confirmed, 
the passage is in no way walkable. Said 
one villager on intensely Christian 
Boigu: "There is only one person we 
know who could have made the crossing 
on foot." On nearby Saibai, even closer 
to Papua New Guinea, locals said the 
strait was 100 m deep in the middle. 

While walking may be out, boat 
travel is a regular affair. Under the Tor- 
res Strait Treaty, ratified between Aus- 
tralia, the state of Queensland and 


Gull of Papua 
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REVIEW MAP by Frank Tarn 


Papua New Guinea last February, the 
traditional population on both sides 
may move across treely, as long as they 
do not try to land permanently in either 
country. The treaty formalised what has 
been happening for centuries. Villagers 
from the Papua New Guinean village of 
Busi regularly bring their outboard- 
motor-powered aluminium dinghies to 
Boigu, trading fresh food such as sweet 
potatoes and woven mats. Many Boigu 
villagers wear bright sarongs bought 
from tiny trade-stores in Busi. 


n June, for a combined fee of AS25, the 

Busi traders brought five men from 
the Marind clan in southern Irian Jaya 
who had fled to Papua New Guinea 
months earlier, been jailed by au- 
thorities and later released and told to 
go home. “We greatly feared returning 
because of the Indonesian brutality,” 
one said. (The men insist on anonymity. 
fearing repercussions for their families. ) 





“We were careful to avoid Papua New 
Guinea officials, because Port Moresby 
has a policy of senang back any small 
groups of refugees it finds. Finally we 
made our way to Busi and decided to go 
to Australia, which we knew is demo- 
cratic and Christian." 

The "TI Five" said they belong 
to a group called “Mufgas,” meaning 
Melanesian Union from Gag (an island 
in the west of Irian Jaya) to Samarai (on 
the east of Papua New Guinea). They 
said its aims paralleled the OPM's, but 
members did not carry arms. 

Since landing on Boigu, and being 
transferred, initially in custody, to 
Thursday Island, they have learned that 
while Australia will not forcibly repat- 
riate them, it will not grant them perma- 
nent residency either. Canberra does 
not intend to let anyone, perhaps espe- 
cially Irian Jayan boat people, — 
normal migration procedures, Can- 
berra refuses to pay them a living allow- 
ance, though their accommodation ts 
provided by the Thursday Island gov- 
ernment-run aboriginal hostel. 

In October the government had its 
second shock when another three re- 
fugees arrived on Boigu, this time row- 
ing an outrigger canoe. Like the TI 
Five, the “Boigu Three" had been jailed 
in Papua New Guinea. Less familiar 
with the southern bush, they suffered 
greatly there between February and 
August before undertaking their epic 
journey to the coast and then to Austra- 
lia. So far Canberra has given the men 
no material help at all. This role has 
fallen to Boigu's community council and 
the Anglican church, 

The eight refugees now in Australia 
hope the government will change its at- 
titude and allow them to remain perma- 
nently. While this ts not impossible, it 
reveals their ignorance of the close ties 
between Canberra and Jakarta, which 
include Australia’s annual A$10 million 
military assistance to Indonesia. 
Another important link, specifically be- 
tween northern Australia and Irian 
Jaya, is the importance of the North 
Queensland city of Cairns to the im- 
mense Freeport copper mine in south- 
ern Irian Jaya. According to Freeport 
directors, the company pumps A$18.7 
million a year into Cairns’ economy. 

For such reasons. Australia is un- 
likely to begin welcoming refugees from 
Irian Jaya. Yet to prevent their landing 
on the northern doorstep is a task that 
the Orion surveillance aircraft and the 
over-the-horizon radar — said to be 
able to spot planes taking off in Singa- 
pore — are incapable of performing. 

— Robin Osborne 
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FROM VACANT LOT TO 
MAKING A LOT. 
IN JUST OVER SIX MONTHS. 





When you're ready for busi- “OPPORTUNITIES 
ness, getting your investment CANADA’, a unique show- 
up and running, as quickly case of Canadian industrial 
and economically as possible, capability and investment 
is of utmost importance. opportunities to be held in 
Toronto, March 12, 13, and 


In Canada, we do it in less 
time and with less money. An 14, 1990. 
independent study shows Send for a copy of our 
that a typical 4,000 to 5,000 investor's handbook and 
m2 factory can be ready for find out all the reasons why 
occupancy in Canada in just Canada could be the land 
27 weeks, compared to 97 of opportunity for your 
weeks in the U.K., 77 weeks company. We will also send 
in Australia, 38 weeks in the you a brochure on 
U.S.A., and 51 weeks in Ger- “OPPORTUNITIES 
many. With the U.K. cost CANADA". 
index at 100, the Canadian Attach your business 
factory would cost 59, with card to a copy of this ad 








Australia at 70, the U.S. at and post it to: 
110, and Germany at 155. Investment Canada, 
Canadian High Commission 





The 1985 European Manage- 

ment Survey ranks Canada as P-O. Box 10990, 

number one in the world in 50732 Kuala Lumpur, 
energy and mineral resources Malaysia TLX 30269 

and among the leaders in DOMCAN MA 

financial dynamics, entrepre- — Investment Canada 
neurial initiative, more highly Business Centre, 
educated workers, skilled Commission for Canada, 
labour availability, and GPO Box 11142, 

marketing characteristics. Hong Kong. 

With the formation of Invest- Investment Canada, 

ment Canada, the Canadian Canadian High Commission, 
Government has placed the Maxwell Road, 
welcome mat out to foreign F.O. Box 845, 

Singapore 9016. 


investors. Come and see for 


yourself. Plan on attending WELCOME TO THE 
NEW SPIRIT OF ENTERPRISE 





INVESTMENT 
CANADA 


“98% of their 
passengers vote KLM 


first-rate.” 


*So there is still room 
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Recent surveys show that passengers recognize — and appreciate - KLM’s continuous 
search for improvement. Test us, try us, fly us. 


E. * 
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The Reliable Airline KLM 


Royal Dutch Airlines 











Sorting out the shares 

We wish to draw attention to your arti- 
cle Pan Electric shock jolts Kuala Lum- 
pur [12 Dec.], and in Pe to your 
specific reference to the MUI group as 
one of the groups involved in “buy-back 
and market support operations" which 
they are alleged to have financed by 
borrowing "heavily from banks and 
from brokers with shares as collateral." 
You further stated that “because lend- 
ing banks insisted on a basket of shares, 
the groups were encouraged to form 
further cross-holdings, complicating 
corporate relationships even more. 
Even when brokers lent monev to the 
control groups, for an agreed buy-back 
deal, they in turn insisted that other 
brokers undertake the buying obliga- 
tion.” Such references to our MUI 
group are completely untrue and irre- 
sponsible. 

We wish to state categorically that 
none of the companies in the MUI 
group has ever been or is involved in the 
operations or borrowings described in 
your article. We also wish it to be known 
that no MUI company has any 
shareholding in Pan-Electric industries, 
Sigma International Singapore, Grand 
United Holdings, Supreme Corp. and 
Everpeace Corp. 

To put the record straight, Pan Ma- 
laysia Singapore Holdings (PMSH), a 
subsidiary of Pan Malaysia Cement 
Works which is an associated company 
of Malayan United Manufacturing, 
bought some years ago 4 million shares 
in Growth Industrial Holdings (GIH) as 
part of its investment portfolio. This 
shareholding was subsequently in- 
creased to à million shares through à 
one-for-one bonus issue. We wish to 
state further that PMSH has no rep- 
resentation in the board of directors nor 
Eon in the management of 

IH. Chew Aiman 
MUI Group Legal Affairs Manager 
Kuala Lumpur 


e The REVIEW did not state that MUI 
had a shareholding in the companies 
mentioned in paragraph 2. 


A matter of quality 

The report by S. Kamaluddin on 
Bangladesh's Boom time for crime [29 
Aug.| — in particular the smuggling 
of foreign cigarettes — calls for fur- 
ther investigation. Merely reporting 
the statistics is perhaps not enough. 
It is not only the pressure of smuggled 
cigarettes that seems to have put the 
Bangladesh Tobacco Co. (BTC) *out of 
business." 

The fact is that in the face of increas- 
ing demand for quality cigarettes BTC 
has not been making sufficient invest- 
ment in its plants in Bangladesh, result- 
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ing in inferior quality of and relatively 
higher price for its products (partly due 
to higher taxes paid to the govern- 
ment). 

An analvsis over the five-vear period 
ending in 1980 showed that “the com- 
pany paid dividends which were close to 
its paid-up capital, in monetary terms.” 
Maybe the company's foreign owners 
are not interested in keeping it in busi- 
ness in Bangladesh since most of the 
smuggled cigarettes are also the pro- 
ducts of the same multinational pro- 
duced in some Asean countries. 

Over the same five-year period the 
company's additional investment in 
fixed assets was only 1.63 times his- 
toric cost depreciation changes — 
hardly enough as replacement invest- 
ment of its very old equipment in 





times of higher inflation in Bangla- 
desh. 

Clearly, the loser is the government 
from additional tax revenues and the 
nation in terms of additional jobs and 
foreign exchange savings. All illegal 
trading, perhaps, cannot be analysed 
from the same perspective and for that 
matter smugglers are not the only crimi- 
nals in the boom time in Bangladesh. 
Government bans cannot work in the 
face of rising demand. BTC must invest 
and produce those cigarettes in 
Bangladesh if it wants to maintain its 
monopoly in quality cigarettes. 

M. Shamsul Haque 
Newfoundland, Canada 


Christian values 


The authors of your COVER STORY [21 
d state that "some of the church- 
based groups, while pürporting simply 
to be helping and protecting the poor, 
are major fountains for Marxist and 
nationalist propaganda. These groups, 
because of the moral authority they as- 
sume and their nationwide organisa- 
tion, are particularly important to front 
operations in the provinces. " 


The insinuation seems to be that — 


these church groups are heavily infil- 
trated by Marxists. This is a very serious 
accusation which is even dangerous, be- 
cause this makes these groups very vul- 
nerable to the military. | wonder there- 
fore whether your authors base these 
accusations on hard facts, or whether 
they are based on military (often “sec- 
ret") reports. 

As you well know, the latter are 
biased and are usually derived 


false affidavits and meisten aa 
dence — as in the case of Karl Gas- - 


par and the case of the Negros Nine 


and Fr Brian Gore — or, what is even 


worse, from mere assumptions. Any 


person or group critical of the regime | 


and the atrocities committed by the - 
army is invariably accused of being sub- 


versive and therefore communist. 
Rarely, the possibility is considered that 
this critique may stem from the Christ- 
ian values of honesty and truth. 

For years I have been closely as- 
sociated with these church groups. Fre- 
quently I have been confronted with the 
same accusations. At no instance could 
convincing facts be produced that these 
church groups were indeed infiltrated 
by communists. 

Actually, church groups with “nation- 
wide organisation” are not many and in- 
timates know exactly who are meant. 
While I know from close observation 
that they are highly committed and their 
heroic efforts to help the poor are solely 
based on their Christian principles and 
convictions, they stand now accused of 
being a cover-up for communist activi- 
ties 


Therefore, to publish such state- 
ments — without adding the source . 
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of information and producing convine- | 


ing arguments that what is said is abso- 


lutely true — seems unfair and either ` 
calls for a correction and apology or | 


solid proof. 
Odijk, Netherlands 


e Philip Bowring replies: The sources H 


y 


were from the Left and include radical 
churchmen who make no apology for 
their Marxist analysis and sympathies. 


Toy adoption 


I have long delighted in your TRAVEL- 
LER'S TALES, in which you so often 

int out the uses and misuses of Eng- 
ish in the pages of other Asian periodi- 
cals. | wonder, however, if you have 
taken a careful look at a page in your 
own periodical? | refer to page 10 of 
your issue of 26 September 1985. 

In the advertisement contained on 
that page, we learn that the Shanghai 
Toys Import and Export Corporation 
has “budgeted the traditional gap be- 
tween sales and manufacturers," that 
the company is as “adoptable” as its 
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Wim Gründemann | 





























ur TRAVELLER'S TALES [30 Sept.] 
d me very much of George Or- 
20 4p for Air. That aside, 
ever, in your closing line, "[Hong- 
ong] is bustling; busy and uncom- 
promisingly 20th century," your percep- 
in was off a bit. Hongkong is certainly 
ything vou wrote, but is also much 
E Despite being a weak patron of 
he arts, it is a city in 1 which the success- 
ul assimilation of widely divergent cul- 
ires occurs as a matter of daily routine. 
t is the one city in this world which, in 
early all respects, is truly on the cutting 
ge of the future. 

All other cities, despite their preten- 
ous: claims, follow in Hongkong's 
ake —— if they can. More of them 
ould try. 
Col nbus, Ohio 








David A. Coia 





CORRECTION 


Due to.a processing error, the picture in the ar- 
ticle on South Korea's chaebols [12 Dec., page 

-captioned Kim Suk Won (Ssangyong 
Group chairman) in fact showed former prime 
; inister Kim Jong Phil. The error is regretted. 
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NATIONAL UNIVERSITY 
OF SINGAPORE 


- SCHOOL OF POSTGRADUATE 
MANAGEMENT STUDIES 


ADMISSION TO THE FULL-TIME 
MBA PROGRAMME 1986-7 


‘Appl ications are invited for admission to the full-time course 
deading to the degree of Master of Business Administration in the 
“academic year 1986-7 (commencing 7 July 1986). Candidates for 











the course must — 
be university graduates; 





| The Asian Disaster —— Center of the. Asian iSt ute of Technolog 














nominations and applications for the undermentioned positions. The new ierat Aly a- 
post-graduate institution located in Bangkok, aims to assist Asian developing countries i in 
the development of their disaster management systems and other disaster prevention and ` 


preparedness programs through ing i. research, technical and other pro- 
grams. | 


A Research Scientist will be required to identify ad coofdináte disaster-related technical - 
programs to be undertaken at AIT. He will also be expected to assist in disaster research. 


An Information Officer will be required to establish a Disaster Information Center at AIT as 
the focus of regional disaster information network, edit a regional newsletter and assist in 
the production of disaster-related teaching materials and. disaster research reports. : | 


A Systems Designer will be required to. develop. a systems environment, a micro-com- 8 
puter system and computer programs (including specialist application — andcom- © 
puter-assisted simulations) for disaster management. A capacity for original thinking and =- 
an innovative approach to computer applications will be an essential requirement. 


All three appointees will be expected to work as members of a team and assist in the 

Center's training programs under the supervision. of the Center Director. Appropriate 
academic qualifications, proven ability and experience in their respective fields, a knowl. ... 
edge of Asia and fluency in the English language will be essential requirements. Profes- 
sional experience in some aspect of disaster management and work with an Rien: 
development or relief agency would be an advantage. 


All positions are to be filled as soon as possible. Initial appointments will be * term of two 
years. AIT offers attractive salaries commensurate to qualifications plus fringe benefits and 
tax-free privileges. 


Nominations or applications with relevant documents, including the names of three re: 
ferees and the date of availability to start work, should reach the following address before 
13 January 1986: 











The Dirgctör-Desiorate 

Asian Disaster Preparedness Center 
Asian Institute of Technology 

PO Box 2754, Bangkok 10501 
Thailand ^ 


This space is 
reserved for 
management 
appointments 



























2)have an acceptable score in the Graduate Management 
Admission Test (GMAT) administered by the Educational 
Testing Service, CN 8103, Princeton, NJ. 08541-6103, USA, 
-taken not earlier than three years before the proposed date of 
admission. (Applicants must, if they have not already taken 
the GMAT, plan to take the test which will be offered next on 
.. 25 January and 15 March 1986); 

3) have not less than two years. of management experience by 
the time they are admitted to the course. 


Application. forms and other information are obtainable from — 
>D me — 
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x gapore currency by bank draft 
il be ac emod ong if — dics at 















Reservations sho ; i d be. 
addressed to: - 


General Sales Manager 
Far Eastern Economic Review. 
. 7th Floor, Centre Point. 
181- 185 5 Gloucester Road - 
























he economic opening-up of China has brought about a 
new consumerism, presenting the country’s writers and 
artists with very different demands from those of the past: 
the ink of propaganda is giving way to the ink of entertain- 








ment. But as the pen loses some of its overt political po- 
tency, conservatives perceive these new trends as a real 
menace to fundamental socialist ideology. Arts and society 
editor lan Buruma looks at both sides of China’s artistic 
dilemma, while the REview’s China specialist writer, Robert 
Delfs, analyses the chill now threatening the warm atmo- 
sphere of liberalism. The life and works of controversial 


writer Liu Binyan are reviewed by correspondent John Minford. Pages 36-48. 





Page 12 

Anti-Americanism among South Ko- 
rean students worries Seoul and 
Washington — and could weaken 
President Chun Doo Hwan's position. 


Page 14 

Peking floats a blueprint for Hong- 
kong's government after 1997, when 
the territory becomes a special ad- 
ministrative region of China. 


AP 





Page 17 

The opposition patches up its differ- 
ences to field a single slate in the up- 
coming Philippine presidential elec- 
tion as President Marcos chooses 
maverick Arturo Tolentino as his run- 
ning mate. 


Pages 26-31 

The government in Taipei eases its 
traditionally tight grip on the press but 
many constraints, especially on the 
opposition media, remain in force. 


Page 32 

Thefourth estate is making waves again 
in Singapore. The head of The Straits 
Times group resigns abruptly, while a 
High Court judge fines The Asian Wall 
Street Journal for contempt of court. 


34 
A modernist Islamic organisation in 
Indonesia agrees to change its con- 
stitution to conform to government 


Cover illustration by Morgan Chua. 


Page 50 
Japanese economic growth could 
face a marked slowdown in 1986. 


That will pose a number of problems 


as the government seeks to reflate 
while keeping the lid on the budget 
deficit. 


Page 52 

New Zealand liberalises with a ven- 
geance, encouraging beleaguered 
farmers to get off the land, cutting 
tariffs and exposing cosy state enter- 
prises to the chill wind of competi- 
tion. 


Page 53 

One prescription for Singapore's eco- 
nomic blues is a master plan for the 
services sector, which advocates 
privatisation and tax cuts. But many 
are sceptical that the government 
really will release its tight hold on 
business and finance. 


56 
The world shipping slump is forcing 
China's shipbuilders to think twice 
about stuffing their yards with export 
orders. 


Page 68 

Although a rescue package has been 
put together for troubled Pan-Electric 
in Singapore, major headaches still 
overhang the stock exchanges in both 
Singapore and Kuala Lumpur. 


Pages 71-72 
South Korea's bull market shows no 
sign of flagging, and in Australia trad- 


ing should be improved by a pro- 


posed merger of regional stock ex- 
changes. 


Page 73 


If the long-term forecast of a private 
think-tank is right, Thailand is in for a 


bumpy ride. 
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| family of Philippine 
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DIM 
nuclear bill 
Despite last-minute changes 
designed, to mollify US hostil- 
ity, recently introduced legisla- 
tion declaring New Zealand a 
nuclear-free zone and prohibit- 
ing nuclear-armed ships or air- 
craft from visiting the country 
still threatens to undermine the 
Anzus defence treaty as it 
exists now among Australia, 
New Zealand and the US. 

Partly because of the diffi- 
culty of getting new treaties 
through congress, Washington 
is no ci ig talking of actually 
ending the Anzus treaty, but 
rather of terminating its mili- 
tary obligations under the 
treaty, thus leaving open the 

sibility of a revival of the re- 
ationship if the mood changes 
in either country. 

— Colin James 


Marcos 'middlemen' 
for contempt 

While a US Federal Grand 
Jury investigation is under way 
into possible fraud and corrup- 
tion involving senior Filipino 
military figures, the House 
sub-committee dealing with 
Asian and Pacific affairs has 
begun an inquiry into the pri- 
vate property holdings of the 
resident 
Ferdinand Marcos in the US — 
and possible diversion of US 
aid. As part of its investigation, 
the sub-committee sought to 
interview two brothers, Joseph 
and Ralph Bernstein of New 
York. The former is a lawyer 
while the latter heads a prop- 
erty company. Newspaper re- 

rts had named the two as act- 
ing on behalf of the Marcoses 
in multi-million-dollar prop- 


— 
e sub-committee has 
cited them for contempt of con- 
ress for their refusal to testify 
in a closed hearing. If the con- 
tempt citation is upheld by the 
full House Foreign Affairs 
Committee, the  Bernsteins 
could face fines or jail sen- 
tences. — Nayan Chanda 


Rising Kabul star 

loses top job 

Afghanistan's secret police 
chief, Najibullah, has been re- 
placed as the head of Khad, the 
Afghan counterpart of the 
KGB, by ponnn member 
Ghulam arooq Yaqubi. 
Najibullah’s elevation to the 
position of a party secretary 
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only two weeks earlier, while 
still heading Khad, had led 
some observers to see him as a 
potential replacement for 
President Babrak Karmal 
(REVIEW, 12 Dec.). 
Western diplomatic 
sources believe that Najibul- 
lah’s removal from the key 
Khad post diminishes the 
chances of his succeeding to 
the presidency, but he is still 
considered a significant influ- 
ence in Afghan communist 
Muse Najibullah had been 
had chief since the 1979 
Soviet occupation of Af- 
ghanistan. — Husain Haqqani 


Soviets looking for way 
out of Afghanistan? 
Speculation in Washington 
that Soviet leader Mikhail Gor- 
bachov may be looking for a 
way out of Afghanistan springs 
less from what he said at 
Geneva to US President 
Reagan than from what he 
failed to say. According to the 
brief senior US officials gave 
the Chinese leadership follow- 
ing the Geneva summit, Gor- 
bachov failed to include two 
prominent features of the 
standard presentation on Af- 
ghanistan from which Soviet 
officials rarely depart. 

The two set-piece “talking 
points” Gorbachov dropped in 





his meeting with Reagan were: 
Moscow’s long-standing insis- 
tence that the timing of Soviet 
troop withdrawals from Af- 
ghanistan is a strictly bilateral 
matter between Moscow and 
Kabul in which no third party 
has a right to interfere; and that 
any country (such as Pakistan) 
which takes issue with the 
Soviet presence in Afghanistan 
should talk directly to the gov- 
ernment in Kabul, which pur- 
portedly invited the Soviet 
troops there in the first place, 
and not to the Soviet Union. 

— Richard Nations 


- 





Thailand begins daily 
posting of tin price 


Nearly two months after the 
collapse of the world tin mar- 
ket in late October, Thailand's 
tin trading resumed on 17 De- 
cember. The government set a 
M$21 (US$8.64) a kg bench- 
mark price (M$8 below the 
Malaysian floor price before 
the suspension) as a base to cal- 
culate royalty (a form of tax). 
However, actual trading prices 
and the price miners would 
receive — is to be dictated by 
Thailand Smelting and Refin- 
ing Co. (Thaisarco, a unit of 
Royal Dutch Shell, which ope- 
rates the country's largest tin 
smelter), which deals with 
overseas buyers. The resump- 
tion was accompanied by a pack- 
age of relief measures for the in- 
dustry. The royalty was cut by 
about 25%, while a 2.5% spe- 
cial fee (on top of the royalty) 
was abolished and a 4.4% busi- 
ness tax was halved. 

— Paisal Sricharatchanya 


Another bank tower 
for Hongkong 
Standard Chartered Bank's 
Hongkong branch says it plans 
to spend HK$600 million 
(US$76.9 million) redevelop- 
ing anew local headquarters on 
its existing site in Des Voeux 
Road. The 40-storey building 
will be slightly taller than its 
neighbour, the recently com- 
pleted HK$5 billion Hongkong 
and Shanghai Banking Corp. 
building. D oistüction work is 
also now under way nearby on 
a new HKSI billion headquar- 
ters for the Hongkong branch 
of the Bank of China, the terri- 
torys third dominant retail 
bank. Bill Brown, Hongkong- 
based area general manager of 
British-owned Standard Char- 
tered, said the planned new 
building should be ready for 
occupation during 1988-89. 

— Robert Cottrell 


New fund is planned 

for South Korea 

A new venture-capital invest- 
ment trust, partly funded with 
foreign investors’ capital, was 
due to be placed in London on 
17 December. The trust, to be 
managed by the Korea In- 
vestment Trust Co., is va- 
lued at Won 5.5 billion 
(US$6.17 million) and is to be 
listed on the Korea Stock Ex- 
change. Foreign investors were 
expected to be offered US$3 
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millionin beneficial certificates 


(49% of the fund at early De- 


cember exchange rates). But 


unlike the depository receipts 
in foreigners’ hands from exist- 
ing funds, the certificates will 
not be redeemable within 10 
years of purchase. The new 
trust will buy shares in both 
listed and private companies, 
concentrating on small firms 
active in new. technologies. 

— Paul Ensor 


South Korea seeks to 
increase car exports 
Development of the car indus- 
try will lead all other sectors of 
the South Korean economy 
over the next 15 years, accord- 
ing to a forecast by the Korean 
Institute of Economics and 
Technology (KIET), a semi-of- 
ficial think-tank linked to the 
Ministry of Trade and Indus- 
try. KIET sees the industry it- 
self growing at around 14% 
and its export shipments rising 
at a surprising average rate of 
28% a year. This bullish pro- 
jection reflects the ambition of 
government plafmers to raise 
the share of cars in thé coun- 
trvs overall merchandise ex- 
ports, from just over 0.5% m 
1983 to about 5.3% by the year 
2000. — Shim Jae Hoon 


Further feared 
at Taiwan shipyard 
China Shipbuilding Corp. em- 
—— may face further 
avoffs in- 1986 if conditions in 
the industry remain poor. Com- 
pany president William Y. N. 

‘ei said late last month that 
1,400 workers would lose their 
jobs, following some 1,900 ter- 
minations at the company's 
vards and at some of its subcon- 
tractors earlier this year. The 
Taiwanese state-owned firm 
reported a slim profit of NT$17 
million (US$427,135) in the 
year to 30 June — but fiscal 
1986 could bring large losses. 

— Carl Goldstein 


IFC takes a stake 
in Thai mining venture 


The International Finance 
Corp., the investment arm of 
the World Bank, is helping fi- 
nance its first minerals-explo- 
ration project. The corpora- 
tion is making an e wa invest- 
ment of some US$200,000 in 
Masbhumi, a gold-mining ven- 
ture in Prajeenburi reine in 
eastern Thailand. The mining 
firm's sponsors include Malay- 
sia Mining Corp., Siam Com- 
mercial Bank and individual 
Thai investors. 


— A Correspondent 
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ONE UPMANSHIP : 

. US President Reagan scored poliits 
over Soviet leader Mikhail 

. Gorbachov soon after their summit 
kie; by promptly despatching a 
congr tulatory message to the newly 















e eni onal Cooperation (Saarc). Ina 
: fer to "RE President H. M. 


on 7-8. December, Reagan welcomed 
the foundation of the organisation 
and promised "appropriate 
assistance" as desired by its 
members. There has been no 
congratulatory message from the 
Soviet leader. Having failed to claim 
any credit in the formation of this new 
body, Moscow is already hinting, in 
press reports, at insidious 
“imperialist” manipulation behind 
Saarc. 





. AFGHANISTAN 
Afghanistan and Pakistan began indirect 
: talks i in Geneva aimed at ending the Afghan 
war and bringing about the withdrawal of an 
. estimated 115,000 Soviet troops (76 Dec.). 


CADO 60 Afghan soldiers waiting to be air- | 


lifted to combat positions were killed and 


+» many others wounded in a guerilla bomb at- | 
` tack at Kabul airport, Western sources in Is- | 


 lamabad said (17 Dec.). 
AUSTRALIA 


Indonesian Foreign Minister Mochtar 
: usumaatmadia arrived on an official visit 
d 6 Dec.). 


BANGLADESH 
; At least 12 students were injured in 
clashes with police following a dispute over 
., the siting of a proposed university (73 Dec.). 
. Nearly 30,000 activists from 23 opposition 





pr 6 Dec. ). 









F ties staged a peaceful demonstration in | 
haka as riot police watched from a distance 





ighteen people were injured in clashes 


m: 1983 — mausoleum 


.| bombing is apparently still very fresh. 
in the minds of the South Koreans. 


Before Deputy Prime Minister Shin 
Byong Hyun's five-day visit to 


Thailand from 15 to 19 December, the. | 
Seoul government sent a request to | 


Bangkok through the Foreign. 
Ministry seeking tight security for 


him. The Thais obliged by laying on 


security arrangements second only to 
that accorded the royal family. Shin, 
whose predecessor, Suh Suk Joon, 
was among the four cabinet ministers 


killed in the Rangoon incident, 
brought 10 bodyguards with him and vj 
the Thais added another five of - 


their own for the inner security 
screen, 


TIT FOR TAT 


Still smarting over charges that it t did 
little to divert the Vietnamese from 
their successful onslaught against 
Khmer resistance basés on the Thai- 
Cambodia border early this year, - 
China has assured the Thais that any 
substantial border offensive by Hanoi 
during the current dry-season will be 
matched by Chinese military pressure 
on the Sino- Vietnamese border. 
During recent low-key exchanges 
between Chinese and Thai officials, 
the word from Peking has been that 
its troops will step up their cross- 
border shelling if Vietnam. 


threatens further i incursions into 


Thailand. 


| between rival supporters: ol under for 


state elections in Assam, it. was reported (74 
Dec.). Prime Minister Rajiv Gandhi was 
jeered by young flag-waving acitivists in 
Mangaldoi shortly before the election cam- 
paigning ended in Assam (5 Dec.). One per- 
son was killed and more than 370 were ar- 
rested during state elections across the coun- : 
try, it was reported. Pakistan President Zia- | 





ul Hag arrived on his first official visit to 


India (77 Dec.). 

NEW ZEALAND. 

sinking of the Greenpeace — ship. Rain- | 
bow Warrior (12 Dec.). 

PAKISTAN 


Four wómen were killed and a child was 
yinto a Pakistan” 


wounded by Afghan shellin; 
usd area, Pakistani ' offi cials said. (6 | 
Dec 







fight o: over the ques * ; eter 


| | intention to start tr 
| on.18 January, but. 


| the changeover should be 

‘for negotiation between: 
| governments. The MoT’s. 
based on the fact that the US-J 


pott 
Japan is a a signatory, € 


feeling abandoned by others 
- involved, is understood to have sent: 


‘understood to have promised to give 





| two opposition politicians (73. Dec.) 
Wellington said it wanted about US$11.| 
million from France in compensation for the... 





| people in Seoul (76 Dec.). A totalo 


Aq uino and Salvador Laurel Tanz “training institute: building of the ruli 



































































United PEGS: f m Pa gt 


of Transport (MoT 











aviation agreement, un 
er bilateral agreement 





clause providing for automatic | 
transfer of landing rights betweer 
different airlines. 


THOUGHTS FROM ABROA 


Former Thai Young Turk tead ; 
Manoon Roopkachorn, livingine 
in-West Germany after the failur 
the abortive 9 September coup and. 


letter to a senior Thai leader three 
weeks ago giving a full inside picture 
of what happened. He is also 


up politics and asked for Thai help t 

obtain entry into the US to resume 
studying for a doctorate in social 
science. He was refused US entry - 
immediately after the coup attemp 


presidential election and Preside 
dinand Marcos picked former foreig 
ter Arturo Tolentino as his runni 
| Dec.). Mrs Aquino and Laurel t 
campaigning for the election (72 D D 
los Romulo, a former foreign mini 
one of the founders of the UN, die 
wage. of 86 (75 Dec.). 


JTH KOREA 
gren agentsin Seoul detained a se 
ary to leading dissident Kim Dae J 











students were jailed for staging an anti 
‘ernment sit-in at the office of the 
Democratic Justice Party in Septembe 
. New Korea Democratic Party boycott 
| liament when it resumed after a two 
. standstill over a dispute about the pas 
the budget bill. Moon Sun Myong. leac 
, the Unification Church cult. presided « 
anticommunist rally attended by | 


dents were indicted on charges ste 
"from a violent anti-government p 
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South Korean students see Reagan as Chun prop 








Guarded friendship 


By Shim Jae Hoon in Seoul 


G uarded night and day by busloads 
of South Korean riot policemen, its 
main gates equipped with mechanically 
controlled ground-level barricades 
against any unwelcome vehicles crash- 
| ing into the compound, the sight of the 
. US Embassy in central Seoul provides 
an almost melancholy commentary on 

- the 40 years of military, political and 

economic support the US has given 
South Korea. 

» Certainly, South Korea can no longer 
| boast, as it once did, that it was the “only 
* country in the world where cries of ' Yan- 
| kee, go home’ are never heard.” 
| Outside the embassy plainclothes 

i pe stop and search the pockets and 
| handbags of every young passerby, 

- looking for petrol bombs or anti-gov- 
| ernment leaflets. A visitor passin 
1. through the main gates must wal 
| through a metal detector. 
| The security measures are not just 

| part of global US Embassy precautions 


ct 
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| By Nayan Chanda in Washington 


"M he growing anti-Americanism of 
m South Korean student activists is 
| causing some concern in the US, not so 
| much because of the scale of the move- 
| ment — which is relatively small — but 
| because of the disturbing possibility that 
| the students’ radicalism may be striking 
| responsive chords among wider sections 
| ofthe public. 
| Both inside and outside President 
| Reagan's administration there is an in- 

- creasing awareness that a combination 

| of social, political and economic factors 

| — including disaffection with Chun's 
— | authoritarian regime and economic dif- 
| ficulties caused by US protectionism — 
| have been nourishing an anti-American 
nationalism that cond no longer be dis- 

| missed as marginal. 

n The fact that three decades after its 
independence, South Korea is still de- 
pendent on US troops and other mili- 
| tary ties for its security, and its rate of 
growth and employment is dependent 
on the external — mainly US — market, 
seems to bother students more than at any 
other time in the past. Many analysts see 
the massive number of South Korean 
students in US universities providing the 
catalvst of student radicalism. 


y 
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| ‘Big brother’ watches 


' . Concerned by anti-Americanism, the US can do very little 
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against terrorists. They are directed 
against local student radicals who have 
repeatedly sought to storm and take 
hold of the chancery compound as part 
of their political protest movement 
against US support for the regime of 
President Chun Doo Hwan. 
Anti-American sentiments, growing 
especially among some of the nation’s 
best-educated intellectuals and univer- 
sity community — but not yet prevalent 
among the majority of South Koreans 
— deeply troubles the US State Depart- 
ment as well as the Chun government. 
In the'eyes of the dissidents, Chun and 
President Reagan form an inseparable 
single obstacle to the restoration of 
democratic institutions. 
The trend of rising violence has 
shocked the country, in view of its de- 
pendence on US military and economic 
aid. Since the first US troops set foot 
here in 1945, US military and economic 
aid has totalled some US$11 billion. 


Many of the people now teaching in 
South Korean universities studied in the 
US at the time of the anti-Vietnam War 
protest movement and picked up radical 
ideas and the neo-Marxist dependency 
theory that today finds appeal among 
students unhappy with the country’s po- 
litical climate and growing economic 
difficulties. 

The Reagan administration has 
backed away from former US president 
Jimmy Carter’s strong advocacy of 
human rights in South Korea and has 
lent what many consider “unnecessary 
legitimacy” to Chun. 

Some in the US administration be- 
lieve that Seoul bears some responsibil- 
ity for fanning anti-Americanism by its 
emotional stand against US pressure to 
open markets. “The [South Korean] 
government backed out when they 
realised that the students and the oppo- 
sition were skilfully turning this anti- 
Americanism around to hit at the re- 
gime. But by then the theme had caught 
on," an official said. 

Washington officials maintain that 
despite a lot of protectionist talks in the 
US Congress, very little has been done 
as yet that actually hurts South Korea. 


Riot policeman: security. 


Some 33,000 GIs perished in the Ko- 
rean War fighting for the South. " 
South Korea's economic develop- 
ment in recent years, coupled with an 
increasingly independent foreign po- 
licy, has posed difficulties for Chun as 
well as for the US, and they have had to 
readjust to the changes in their bilateral 
relations. It is not surprising that the 
most extreme manifestations of this new 
assertiveness should come from the na- 
tion's idealistic students brought up on 
ideas emphasising national identity. 
“The older generation supinely 
thanked the US for saving us in the Ko- 
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While South Korean exports to the US 
in 1985 have slowed down somewhat, 
they are still growing. The question, 
they argue, is more of perception. For a 
long time South Korea has viewed the 
US as a big brother and has built up high 
expectations which Washington, beset 
by protectionist demands at home, can 
no longer fulfil. 

The US pressure on South Korea to 
open up certain sectors of the econom 
to US investment and more recent ef- 
forts at punishing South Korean indus- 
tries for allegedly dumping in the US dre 
strongly resented as unfair and unbe- 
coming of an old ally. Recent US 
academic and other specialist visitors to 
South Korea say they have been struck 
by the spread of anti-Americanism 
among sections of South Korea's popu- 
lation which would normally be unaf- 
fected by campus radicalism. 

One such visitor argued that in the 
absence of a political compromise by 
Chun, the frustrations and anger of un- 















: recognise that too, but it sho: d not 
: overlooked that the US also gained a lot. 
by disposing of obsolete weapons by 
using them here, and the war elped to 
reduce American unemployn 
Such views are sometimes” miked 
with deep suspicion of foreign powers 
and nationalism, even among liberal 
human-rights workers who. in recent 
vears, have grown alienated from the 
US for its support of Chun. Taking up 
the politically sensitive question on nu- 
clear arms held by US forces in South 
Korea, Song Kun Ho, a well known dis- 
sident writer, asked: "Are nuclear 
weapons really aimed at Kim H Sung [in 
the North]? No. They are mainly de- 
* ployed to protect Japan against Soviet 
;attack . . . they are not meant for our 
protection and yet, ifa world war breaks 
out, we'll be the first one to be hit." 
Mistrust of foreigners reaches deep 
into Koreans' psyche. In criticising US 
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. and disaffected workers could produce 
- adangerous mix which could be unsettl- 
- ing for both Chun and his US friends. 
. But the problem, as far as the small core 
© of radical students are concerned, may 
| not just be US support for Chun. As a 
^ leading analyst of northeast Asian af- 
. fairs, Thomas Robinson, puts it: “The 
student radicalism has gone so far, they 
have become so Marxist in their ap- 


moval of Chun and the expulsion of the 
US from South Korea but the over- 
throw of the system — a socialist revolu- 
tion." 


A dministration officials tend to play 
| FX down the appeal of Marxism- 
Leninism for students and trace their 











problem. South Korean students, says 
one official, belong to the post-war 
| baby-boom generation. There are now 
- | million students i in South Korat com- 


i ‘employed youth, small business owners | 


proach that they don't just want re- | 


radicalism instead to a generational | g 
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ecognised J pan’ s control of the Kc 
rean peninsula i in exchange for Japan’ S 


understanding of US colonisation of the 


Philippines. 

Topping this, Koreans were stunned 
when their nation was divided in two the 
moment they were delivered from Japan's 
35-year occupation. With the end of the 
Pacific War in sight, the country was 
divided to administer Japan's surrender 
by creating Soviet and US zones of oc- 
cupation. In the eyes of modern-day dis- 
sidents, that represented another "stab 
in the back" from the Americans. 


T history may partly explain the 
growing movement of the nation's 
young radicals extolling the pr inciple of 
chaju uisik or E of inde- 
pendence.” Repeated foreign en- 
croachments in history have left many 
Koreans fundamentally mistrustful of 
all manner of foreigners, and the recent 
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pared to some 40,000 in the 1950s. Tens 
of thousands who are now going through 
universities do not have the same per- 
spective of the US role in Korea as their 
parents. 

Every year 350,000 workers — many 
of them well-educated — are coming on 
to the job market. To absorb them, the 
South Korean economy would have to 
expand at 7% a year. As economic 
growth slows down, the number of un- 
employed i is going to grow. Thousands 
of graduates find it difficult to get white- 
collar jobs and have been taking factory 
jobs and introducing. their radical 
theories to the other workers. 

Administration officials here caution 
against exaggerating the anti-American 
feeling in South Korea. As one source 
pointed out, there exists a well-spring of | 

goodwill for the US that cannot be un- 
done easily by the students’ charges 
against the US role or frustration of 
some businessmen at US trade policy. 
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The vast ma joriy of South Koreans are ` 
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political patrons. 


student activism has increased d 
cally, such i 
more 

tacked 
Chamber 
four US cultural 
tered around the country, in-the | 
pressuring Wi 
liberalisation in South ue 


been altogether nine — 
against US | 
Kwangju, Pusan and Taegu. 
them. within the past. : 
alone. Issues that have. pre 
‘attacks have inchided heen tra 
tions and alleged US responsilsi 
allowing Chun to seize power in 
1979 by withdrawing the 9th Kore; 
vision from its forward base wh 
was technically under US comman 
sources later said the US comma 
had no choice but to accept the fa 
compli, as the division was alres 
Seoul without prior approval. 


uprising in the city of Kwangju the fol- 
lowing 
force was ordered by US command 


aware of the critical importance of the 
US for their security and the value of the 
US market for their econorríc prosper 


South Koreans and every year person 
ties increase through migration. 

rently an average of 30.000 South | 
reans migrate to the US each year 
one of the largest number from a sint 
country. 


| work towards reducing South F 
heavy military and economic 
dence on the US but it cannot t 
root problem — South Korea 
oriented growth strategy. 
run, one source said, the US c 
hold down the anti-Americ: 
easing pressure on. Seoul to 
market and by making its conc 
| democracy and human rights in So 
| Korea more visible. | 


[South Korean] government in too 
an embrace 
former US ambassador to South Ke 
But at the same time he also point 
| the limits of US ability to shape: 
South Korean domestic situation. ' 
is one of the dilemmas we face. TT 
| is in [South] Korea because of o 
tional security interest and. * t 
tent we are hostage to that in 
Anti-Americanism in 
development but too active 
counter it might run counter to | 
rity interests, 








































































In the past five years, during 


frustration has been s 
and more as radicals have 
US banks, the Ame 

of Commerce office, an 
centre Hbraries 


ashington to seek p 
Since December 1980, 


establishments 





iE 
The rise of Chun sparked a poy ae 


whose suppression ‘by 


May, 





The US maintains its attraction f 


Cu 


Over the long run Washingte: 


jS 


Eu 
in i 


"We 


* 


not hold the pr 


need 


"says William Gleyst 


an un n 


DE ERE 

























ties i ' relu 
say anything in public that might be seen 


as this could be viewed as a signal of the 











etting off bouts of political unrest. ^ 














ipporting Chun, trade friction — “eco- 
mic aggression” — also fuels. some 

























































ecting the non-student 








ily Lau in Hongkong E 
ne year. after the signing of 


Hongkong future, Peking aur 
iorities have floated a blueprint on the 


cial Administrative Region (SA 

inese sovereignty in 1997. The mas- 
ter plan was revealed in the December 
sue.of the usually reliable pro-Peking 
based, executive-centred government 


tures of the present system. F 
The blueprint was immediately 


ple not to pay too much attention to Pe- 
w Consultative Committee (BLCC). 
c Law. Fifty-nine people, 23 of 


sponsible for writing the constitution. 


t was a major bone of contention 


ccountable to the legislature. 


st indirect elections to the Legislative 


as washing its hands of the whole affair, - 
US withdrawing its support from Chun, - 


. Besides the political issue of Reagan - 


the. Sino-British joint declaration 4 J | 
| tical reforms in the territory is to be car- 


ucture of the future Hongkong Spe- 
),. to | troduced in 1988. 
formed when the territory reverts to |. 


Chinese-language monthly magazine | 
The Mirror. lt proposes a capitalist- 


retaining many of the “advisory” fea- - 


branded as “undemocratic” and in. 
breach of the joint declaration. Denis - 
Chang QC, chairman of the Hongkong - 
ar Association, urged Hongkong peo- - 


g's “trial balloon.” Chang also serves | 
the executive committee of the Basic - 


The Basic Law will serve as the - 
Us  mini-constitution. The 180- | 
aber BLCC was set up in Hongkong : 
collect public opinion here on the - 


om are from Hongkong, have been - 
ppointed by Peking to the Basic Law | 
afting Committee (BLDC), which is - 


The structure of the SAR govern- | 


ring the Sino-British negotiations. In - 
: joint declaration there is only a very . 
etchy outline: the government and | 
> legislature is to be composed of 
ongkong residents; the chief execu- - 
e, who is to be selected by election or | 
onsultation, is to appoint his principal - 
fficials; the legislature is to be consti- 
uted by elections, and the executive au~- - 
thorities are to abide by the law and be - 


In September, Hongkong. held its | 
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slogans they pasted up at the A 
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Chamber of Commerce when they 
seized it in early November. 

These outbursts are not always un- 
helpful to the government, conducting 
lengthy trade negotiations with Wash- 


ington. Although it does nothing to | 


encourage students to stage any anti- 
American demonstrations, it does stand 
to benefit from limited expressions of 
anti-US feelings so long as they are fo- 


king floats a blueprint for the territory's future government 


Council (Legco), the territory's law- 


making advisory body. A review of poli- 


ried out by the Hongkong Government 
in 1987, and further reforms may be in- 


. There have already been calls for di- 
rect elections and a one-man, one-vote 
electoral process for elections to Legco. 
Peking is unhappy with the reforms to 
date and has asked Britain to curb them. 
London has agreed to keep in contact 
with Peking on the issue. This amounts 
to giving Peking a veto over the reforms 
in the transition period to 1997. 

. On 13 December, four Hongkong 
political organisations issued an open 
letter to the visiting Chinese state coun- 
cillor and director of Peking's Hong- 
kong and Macau Affairs Office, Ji 
Pengfei, saying political development 
here should not stop or regress during 
the transition period. They also called 
for direct elections of the majority of 
SAR Legco members. They said selec- 
tion methods such as appointment, con- 
sultation or election 
tion should not be used. They asked Bri- 
tain and China not to make decisions 
without Hongkong people's consent. 


stea he Chinese University Student Union 
_§ also presented its views on political 
change to Ji through the official Xinhua 


| newsagency's Hongkong branch, Pe- 


king's representative here. It said direct 
elections should be introduced step-by- 
step until a high degree of autonomy is 
achieved in 1997.. | 

_ “We believe that Hongkong's demo- 
cratisation is a positive step in the im- 
plementation of the policy of ‘one coun- 
try, two systems, with a ‘high degree of 
autonomy' and 'democratic rule of 
Hongkong by Hongkong people' under 
Chinese sovereignty," said one student 
leader, quoting from the Sino-British 


| joint declaration. The students called 





merican 


y recommenda- | 














dents as pro-communists sympathetic to - 
North Korea. When students who oc- 

cupied the US cultural centre library in 
May voluntarily ended their siege on the 
eve of the arrival in the South of a North 
Korean Red Cross delegation so as not 
to embarrass the government, US offi- 
cials pointedly remarked that the stu- 
dents were not pro-communists, hoping 
this oblique message would get through. 
It did not. At least one student leader, 
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for direct elections to at least 20% of 
Legco’s seats in 1988. 

The English-language Hongkong 
Standard revealed that senior Executive 
Council (Exco) unofficial Sir Sze-yuen 
Chung had tried to arrange a meeting 
between Ji and Unofficial Members of 
Exco and Legco (Umelco). The propo- 


sal was turned down by the Chinese be- 


cause they viewed it as inappropriate for 
a high-ranking Peking official. 

“The Chinese may regard Umelco as 
British business,” Legco member 
Stephen Cheong said, “but they must 
accept that we exist, whether they like it 
or not. But if they don’t want to see us, 
we can't force them.” | 

Since there was no occasion to meet 
Ji, several indirectly elected Legco un- 
officials wrote a letter to Ji arguing that 
Hongkong people must be allowed to 
participate actively in the search for the 
territory's correct future political sys- 
tem and decide the pace of reform. 

With the debate on political reform 
gaining momentum, it is becoming ap- 
parent that China, Britain and some 
Hongkong people have different in- 
terpretations of the joint declaration. 


| London's view, according to a white 


paper on representative government 
and some unofficials (non—civil ser- 
vants) of Exco, the territory's highest 
policymaking body, is that the power of 
the government should be. gradually 
transferred to Legco. TO 


Instead of being appointed by the gov- 


ernor, the white paper says, Legco un- 
















: improved the ion. For exar ple, 
“| enraged’ blanket charges of pro-com- 
| | munism levelled: against their children, 
middle-class parents have joined the 
| chorus of dissent, criticising the US for 
| failing to intervene and stop the trend. 
‘Nevertheless, few South Korean 
businessmen or social leaders seriously 
- | question Seoul's link with the US. The 
stakes. involved in continued goodwill | 
from the US are much too high to allow 
| young firebrands to damage the texture 
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m blueprint, would retain much 
. sent advisory function. 1t would: 
. of 60 people between the ages.of 
-65. They would be fu 
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Officials should be elected, directly or 
indirectly. This would be to ensure that 
the authority of the government is root- 
ed in Hongkong and that it is more di- 
rectly accountable to Hongkong people. 
Exco unofficials Lydia Dunn and 
Allen Lee have called for a ministerial 
system; with unofficials assuming the 
role of heads of government depart- 
|. ments, thereby taking the reins of 
power from civil servants. It has also 

^ been suggested that the SAR chief exe- 
tive should appoint his principal offi- 

ials from within L egco. 

‘Chinese authorities sce the fledge- 

ling democratic movement here as part 

| ofa sinister plan instigated by the Bri- 
| tish who Peking sees as wanting to re- 








» pro-British elements instituted in the 
| government during the transition 
. period. The Chinese have repeatedly 














after 1997 shall be determined Dy the 
sic Law, which is to be promulgated 
dn 1990 with the first draft to be ready im 
- 1988. The Mirror article was an effort to 
avoid being pre-empted in the 1987 


| review of political reforms and to set the | 

| have to-consult the EAC. He would . 

ect the | 
le would | 

| report to Legco annually and consult 
| Legco on important issues. He would 


ii tone of debate for the next two years. 





idvisory council (EAC) consisting 
vainly of capitalists, with. some input 
from the lower-middle class. 








, be responsible for setting at up.. 
BAC would include representatives 


tain their influence here after 1997 via | 


stressed that the SAR political system - 


- The: Mirror blueprint proposes the 
setting up of a 100-member executive | 
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from specified and unspecified groups 
and individuals, a method used in the 
formation of the BLCC. 

Linder the proposals, EAC members 
could nominate candidates for the chief 
executive. Each nomination would have 
to be seconded by 20 EAC members. 
The candidates would have to publish 
their manifestos, after which the EAC 
would consult the public for six months. 
The chief executive would be selected 
by “democratic consultation” 

‘voting.” Candidates would have to be 
legal Hongkong citizens between 40 and 
60 years old, have university educations 
and be familiar with the Hongkong poli- 


tical system. The term of office would - 
The chief executive | 


be eight. years. 
could serve a maximum of three terms. 


| AS from Mein: the head of the 
| executive authorities, The Mirror ' 
the chief executive . 
| would also head the police and, during 
| an emergency, he would command the 
‘Liberation Army in Hong- | 
i kong, with Peking’s approval. Together | 
he would ' 


blueprint said, 


with an executive council, 
make all policy decisions, but would 


have to obey the law and res 
people's rights and freedoms. 


have the power to dissolve Legco, but 


the decision would have to be endorsed 





by a majority vote in the EAC. 
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| with a four-year term o 
| maximum of three terms. F orty pe 
of Legco would be directly elected, 
-by so-called functional or protess 


, monitoring the operations of the exec 
Ej tive, collecting public opinion, appro 
| ing government finance and maki 


or by. 


according | to The Mirror E 



















































f office, set 
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constituencies and 30% by the E AC h 
The work of Legco would incl 


láws. Legco would be able to quest 
principal officials and ask the chief exe- 
cutive to dismiss them should the need 
arise. If the chief executive refused, he 
would have to give an explanation.’ 

In summing up, The Mirror sind'ilie 
chief executive's status would be above. 
that of the executive, legislature and 
judiciary. Such concentration of power 
in one person would be to ensure a high 
degree of administrative efficiency, 
which Peking believes is essential to 
Hongkong's free economic system. 3 

The magazine said the important 
things to be preserved in Hongkong are 
its free lifestyle, freedom of movemen 
and free trade, and these are freedor 
which China will permit. The impl 
tion is that political freedom is out of 
question. So long as the chief execu 
is not dictatorial, does not viol: 
citizens’ rights, the Hongkong p 
should put their hearts at ease, 77 
ror said. 

The Mirror said Hongkong s c 
istic politics are still immature — t 
fore no strong, disciplined and 
organised political groups car be 
ed. To encourage party politics wi 
lead to the proliferation of many 
political groups which would be | 
organised and lack mass supp 
multi-party system, the maga : 
would lead to increased spendin 
welfare benefits and unlimited bu 
cratic expansion. 

Xinhua officials privately say th 
not think Hongkong’s socio-« 
structure could support the pressu 
party politics. But they warn tha 
Hongkong Government were t 
political parties to be formed, i 
be fair and permit the Chine 
munist Party to operate officially: 
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_ Asia is home to more than half of mankind. Every day, 
events are happening here that not only shape the re- 
. gion's future but affect the entire world. The Asia 1986 
á Yearbook does more than cover these events — it com- 
. piles, analyses and interprets them. No businessman 
= can afford to ignore them. Nor can any professional or 
— scholar or anyone who has dealings with Asia. Decide 
__ for yourself whether any other single medium puts the 
economic, social and political realities of Asia at your 
-fingertips as does the Asia Yearbook. 


à s + Poput " on 


3 . Now In Its 27th Edition 

The Asia 1986 Yearbook, now in its 27th year, is bigger 

. and more comprehensive than ever before. Matching 

& the rapid pace of Asian development, it goes into great- 

er detail, with greater insight — a book which everyone 

who needs to know about Asia must have on the book- 
shelf. 











. Features 
. The Asia 1986 Yearbook includes two new chapters — 
. covering a historic year in South Asia, and analysing US 
- involvement in Asia — but you will find familiar chapters 
B and features as well: a portrait of The Region, The 
- Power Game, Population & Food, Development Banks, 
Asian Finance, Asian Investment, Commodities, 
. Energy, Aviation, Shipping, Fishing, Trade & Aid, the 
= Pacific, Asian & Pacific Organisations, and a round-up 
of the year's news stories. 


- As in the past, the Asia 1986 Yearbook has an abun- 
. dance of charts, tables and graphics to illustrate the 
.. material, including a full military profile of each regional 
J. country. 

The main body of the book contains chapters on 31 
countries, ranging from Afghanistan to Japan, from 
China to New Zealand. 


.. Country-by-Country Analysis 
. Each country is discussed with up-to-date reviews of its 
Politics and Social Affairs, Foreign Relations, Economy 
and Infrastructure, complete with a map and lists of 
| leading public officials. The Asia 1986 Yearbook gives 
= you localised, first-hand information on everything from 
. . market potential and population trends to foreign aid in- 
volvement and social and cultural landmarks. Each 
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country chapter has a Databox giving essential vital 
statistics. And there is also a statistical round-up com- 
piled against a master questionnaire provided by Year- 
book experts. 


How We Did It 

Published by the Far Eastern Economic Review, the 
Asia 1986 Yearbook is the result of thousands of man- 
hours of work during the year. Every week, the Review's 
correspondents file on-the-spot reports from every 
major Asian capital and every area of interest through- 
out the region. This leading team of writers, analysts, 
experts and research staff contribute (as they have reg- 
ularly for 27 years) to keep the Asia 1986 Yearbook on 
top of events. To give you Asia minus the mystery, 
minus the myth. To give you Asia as only the Far East- 
ern Economic Review can. 


Soft Cover: HK$170/US$23.95/£20/S$49.50/M$56.50 
Hard Cover: HK$200/US$27.95/£23.75/S$58.50/M$67 
For airmail delivery, please add: 
HK$55/USS7/£5/S$15/M$17.50 per copy. 


guo REET RAI TE! XO 


To: Publications Division, 
Far Eastern Economic Review, 
G.P.O. Box 160, 
Hongkong 





indicated. | enclose a cheque/postal order for 


eectreemeowrereeeeoeoeeeeeeweweee eee eee ew eenwnaneeeeee ee 


I 
| 
i 
| Please rush me copy/copies of the Asia 1986 Yearbook as 
i 
j 
| 


DE E i ad Gi io: 7. Loos ee eo 


Country 


o*e#eeuneeaenane 


Asia 1986 Yearbook (Soft Cover) 
Price: HK$170/US$23.95/£20/5$49 50/M$56.50 each 


No. of copies O by surface [] by airmail* 
Asia 1986 Yearbook (Hard Cover) 
Price: HK$200/US$27 95/£23.75/8$58.50/M$67 each 
No. of copies [] by surface O by airmail* 
*For airmail delivery, please add: 
HK$55/US$7/£5/S$15/M$17.50 per copy. 
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Patch up and surprise 


The Aquino-Laurel ticket faces an unexpected KBL candidate 


By Guy Sacerdoti in Manila 


he announcement on 11 December 

of a unified opposition ticket of 
Corazon Aquino and Salavador Laurel 
for the upcoming Philippines presiden- 
tial election has outmanoeuvred Pre- 
sident Ferdinand Marcos. 

Earlier that day, Marcos announced 
at an extravagant Kilusang Bagong 
Lipunan party (KBL) national conven- 
tion that his surprise running mate 
would be Arturo Tolentino, the 74- 
year-old political maverick who has fre- 
quently been at odds with Marcos on 
critical issues. 

That, coupled with Marcos’ vitriolic 
attack on the opposition in his speech 
accepting the KBL’s nomination, was 
calculated to steal the headlines the fol- 
lowing day and launch his campaign 
clearly on the offensive against what 
was then thought to be a divided opposi- 
tion. 

But the lith hour agreement be- 
tween Mrs Aquino and Laurel scuttled 
Marcos’ strategy. Following a meeting 
between the Aquino and Laurel clans, 
which ended at 7:30 p.m., the two can- 
didates arrived at the Comission on 
Elections (Comelec) headquarters 90 
minutes before the midnight deadline to 
re-file their candidacy on a single ticket. 

The opposition split, which had 
seemed to many as irreconcilable, 
emerged on 8 December just minutes 
before Laurel was expected to an- 
nounce he was willing to give up his 
presidential ambitions to run as Mrs 
Aquino’s second. Laurel had presented 
Mrs Aquino with a list of demands the 
previous night during their final meet- 
ing before the planned announcement. 
The demands included her running 
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under Laurel's political banner of the 
United Nationalist Democratic Organi- 
sation (Unido), accepting Unido as the 
nationwide “dominant opposition 
party” which would give the party the 
sole right to choose the opposition’s 
PE on election day, and al- 
owing Laurel the first say on any 
cabinet post should they win and giving 
him in effect a veto over other cabinet 
appointments. 

Mrs Aquino, who spent the entire 
night trying to settle the dispute, felt she 
should remain above party politics and 
run as the joint candidate of a grand 
coalition between Unido and Laban n 
Bayan, the group of political parties le 
by the Philippine emocratic Party- 
Lakas ng Bayan (PDP-Laban) which 
coalesced around her candidacy three 
weeks earlier. 


aurel, on the other hand, argued 

that the two should run under his 
party banner because his was the best- 
organised opposition grouping. More- 
over, under the block voting system a 
vote for the presidential candidate also 
counted for the vice-presidential run- 
ning mate of the same party. If Mrs 
Aquino were not to run on the Unido 
ticket, only votes specifically cast in 
Laurel's name would be counted for his 
vice-presidential race. 

e impasse led to Laurel's sudden 
announcement on 8 December that 
unity was out and that he would file his 
own presidential candidacy under the 
Unido banner on 9 December. 

But by the following day, feelers 
were already being sent out by both 
camps for further meetings, as long as 
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were kept secret. Manila Ar 

"Card nal aime Sir who had 
he two leaders 
previously, also ‘restarted his diplo- 
macy, meeting with each to emphasise 
that national interests should subordi- 
nate personal feelings. Publicly, Mrs 
Aquino re-offerred Laurel the vice- 
presidential nomination under a grand 
coalition, while Laurel reciprocated by 
offering her yet again the vice-presi- 
dency of Unido. 





E ut, typical of Philippine politics, the 
breakthrough was finally reached in 
a closed-door session between the two 

litical clans. Dona Aurora Aquino — 
fate senator Benigno Aquino's mother 
— Mrs Aquino and her brother, Jose 
Cojuangco Jr, met with Laurel, his 
elder brother Jose B. Laurel Jr, and 
younger brother, Jose C. Laurel. Mrs 
Aquino broke the impasse by accepting 
Laurel's condition that she run as à 
Unido candidate, while Laurel re- 
sponded that he would withdraw his 
presidential candidacy for the second 
slot. Other conditions were not known 
to have been discussed. 

But aside from the the immediate 
fanfare the joint ticket caused, there 
were still some obstacles to total unity. 
Left-leaning nationalist leaders — such 
as former senators Ambrosio Padilla 
and Lorenzo Tanada firmly sup- 
ported the ticket, despite their disagree- 
ment with some of Laurel's policies. But 
Jovito Salonga, a Liberal Party leader; 
was hesitant to come out in support of 
the ticket. Salonga, who had been work- 
ing on Mrs Aquino's policy platform, 
wanted to ensure specific policy state- 
ments reflecting socio-economic 
changes, such as a stand on the US mili- 
tary bases, and was worried about 
Unido's dominant status in the opposi- 
tion. Also, the leftist Bayan movement, 
politically well-organised in the Visayas 
and in Mindanao regions, had yet to de- 
cide whether to support actively Mrs 
Aquino's campaign. 

With the expectation of eventual op- 

sition unity, the Aquino-Laurel tic- 
ket would represent a sweeping political 
spectrum: from the traditional Right- 
leaning political machine of Laurel, to 
the centrist pluralism of Mrs Aquino 
(supported by the Catholic church) and 
even the Left nationalism of Tanada 
and Bayan. 

Marcos’ vice-presidential nominee, 
Tolentino, was in part chosen to counter 
this potential appeal of the opposition 
ticket. Independent-minded and a fre- 

uent critic of some of Marcos’ more 
dracoiias policies, Tolentino says he 
represents a built-in opposition within 
the KBL slate. 

It was Tolentino, for example, who 
led the move in December 1983 to 
reinstate the position of vice-president 
as a means of securing a smooth system 
for succession. He has also been a thorn 
in Marcos' side in arguing against a con- 
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J85 for publicly voicing positions “i 
ompatible" with Marcos’ own. 
The well-respected, quick-thinking 


choice particularly within the 
., where the popular belief was that 
rcos would choose a loyal running 
te such as Prime Minister Cesar Vir- 
his deputy Jose Rono, or Labour 
jister Blas Ople. 

But Tolentino was chosen primarily 
use he was the only KBL candidate 
to win in Manila during the 1984 assem- 
y elections, and the presidential vote 
n the capital will be critical. With 20% 
of the entire electorate concentrated in 
Manila, an opposition landslide there 
‘ould make a serious dent in KBL's na- 





.. Since his nomination, Tolentino has 
iterated his views on the primacy of 
ile of law and Marcos’ responsibility 
for the country’s current problems. Ina 
coffee shop talk on 16 December, he re- 
counted past statements made during 
his tenure as foreign minister that Mar- 
cos’ decree-making powers should be li- 
mited and that he and his family should 
ot be immune from prosecution in case 
of wrongdoing. Earlier, he reportedly 
id vet again that Marcos was the "root 
‘the country’s ills.” 


'olentino said he was running as part 
| ofa Marcos-Tolentino ticket and not 
as a ves-man. Marcos, he said, obvious- 
y chose him as running mate to seek his 
'advice" on issues. Marcos’ own state- 
ment on 14 December that he would 
view his. decree-making powers fol- 
owing the elections was taken as an 
xample by Tolentino of his future role 
influencing presidential decisions. 
Thus Tolentino has problems of cre- 
dibility. He remains the only KBL as- 
mblyman who voted against the elec- 
. law enabling early presidential 
lis because he held it unconstitu- 
ial. The constitution requires a pre- 
idential vacancy before early polls can 
called, and Marcos’ post-dated assur- 
ce of a vacancy — after the new presi- 
nt is proclaimed by the Comelec — is 
early in violation, Tolentino argued. 
€ was expected to argue his case in the 
ipreme Court on 17 December, but 
lined the invitation of the court once 
nomination was announced. 
There | is also no assurance that To- 
itino would be retained by Marcos as 
running mate until election day. A 
iuse in the election code states that 
t up to noon of election day, a party 














jer, Some observers maintain that 


it minute, after having used him to 


itimarily sacked ‘by Marcos i in March 


‘yer and former senator was a sur- 





withdraw a candidate and name 
'cos may yet replace Tolentino at the - 


ister support in Manila for the KBL | 





Elder statesman Romulo dies after 40 years’ service 


By Podney Tasker 
ith the death of Carlos Romulo, at 


the age of 86, Southeast Asia has | 


lost one of its best-known characters. 


_ More than 40 years of public service, in- 
. eluding, on and off, 17 as the Philip- 


pines’ foreign minister, “the general" 
became the most accessible spokesman 
for the region which the US, Europe, 


. China and the Soviet Union came to ac- 


knowledge as a force in international af- 
fairs. | 

Romulo was a journalist by trade, 
and always a newsman at heart. He 
gained the rank of general as an aide to 
Gen. Douglas MacArthur, acting as his 
spokesman and even jumping into the 
sea with him off the island of Leyte dur- 
ing MacArthur's famous “return” to the 
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Romulo: newsman at Tem 


Philippines in 1944 to retake the ar- 
chipelago from the invading Japan- 
ese. 


Romulo won a Pulitzer Prize for his 


services to journalism in 1942. But more 
important, as his country's chief del- 


egate to the United Nations, he was a 


founding father of the UN charter, be- 
coming the first Asian president of the 
general assembly and later presided 
over the security council. 

The UN continued to play a major 


part in his life, and one joke in Manila 


was that because he always made a point 
of staying in New York for the entire du- 
ration of the UN's annual assembly, he 
probably notched up more years in the 
US than most Americans. 

Other positions he held were ambas- 
sador to the US and president of the 
University of the Philippines. Ironi- 
cally, while most Filipinos hardly knew 


him as an international statesman, 
Romulo was a t popular figure on. the 








he used 


whole, | 








uit. He was particularly at 
home with the foreign press, with whom 
identify and make himself 
readily accessible. 

In his latter years, he was one of the 
most sought-after spokesman on 
Asean, a grouping which he helped to 
found and to keep on the rails of 
realism, often poking fun at his more 
serious colleagues, keeping correspond- 
ents awake during the association's 
more ponderous deliberations. 

The diminutive foreign minister 
seemed particularly happy -when 
equally tiny Singaporean Foreign 
Minister S. Dhanabalan joined the 
Asean fold. *He's one foreign minister I 
see eye fo eye with," he joked. Earlier, 
the Romulo statesmanship had worked 
to patch up a breach in Asean when: 
Dhanabalan's predecessor, S. Rajarat- 
nam, had become openly critical of his 
colleagues’ reluctance to clash with 
Vietnam. 

This occurred at the Asean annual 
foreign ministers’ conference in Bali in 
1979: a communique was issued ex- 
pressing concern about the exodus of 
Vietnamese boat people to Asean 
shores, but not naming the Vietnamese 
Government as the culprit. In the face 
of Rajaratnam’s public criticism, 
Romulo stepped in to point out a fact of 
life — Singapore was the only Asean 
country not having to cope with the 
Vietnamese exodus. 


“We in the other Asean countries 
are quite happy with the communique,” 
he said, effectively silencing Rajarat- 
nam. 

Romulo was bubbling and impish, 
always ready to tell unprintable jokes to 
the media covering Asean activities. In 
the UN, he was accepted as a man to be 
heard for his wisdom, rather than a rep- 
resenfative of President Ferdinand 
Marcos' regime, and in fact he always 
preferred to identify himself as the - 
representative of the Philippine re- 
public. 

Romulo, who died on 15 December, 
leaves a US-born widow, former jour- 
nalist Beth Day, and three sons by a pre- 
vious marriage. 

He will be missed in the region not 
only for his statesmanship, but for his ir- 
reverent wit. At heart, Romulo's vast 
American experience made him some- 
thing of an anti-communist. cold-war 
warrior, but socially he managed to 
camouflage that by calling himself a 
“prehistoric general,” and -deflecting 
criticism of the Philippine: by address- 
ing the problems of the. region as a 














Does IBM know the shortcut to 
the airport? 















Working in partnership 
with clients of all nations, 
Nomura brings its multiple strengths 
to bear in providing _ 
and executing the best solutions 
for clients’ requirements. 





International Finance for 
a Changing World 

Today, issuers and investors 
have a diversity of exciting 
opportunities available to them 
in financial markets worldwide. 
Nomura is supremely well 
placed to turn this situation to 
the advantage of clients. 

In cross-border yen financing 
and offshore financing in all 
major currencies, Nomura’s 
acknowledged experience, 
reputation for innovation and 
position of high respect among 
investors assures our selection 
as lead-manager for the under- 
writing of bonds for a variety of 
issuers, including governments, 
development-oriented banks and 
top-flight private institutions. 

Nomura also excels in the 
arrangement of swap agree- 
ments, reducing cost and risk 
for the client through the crea- 
tion of tailor-made structures, 
a traditional Nomura skill. 


Strategies for Growth 

Japan is rich in funds and 
Tokvo is the world's fastest- 
growing capital market, so it is 
natural that overseas corpora- 
tions should look to Japan when 
considering plans for expansion. 
Nomura, the country's largest 
securities and investment bank- 
ing firm, is the ideal partner. 

Our information meetings in 
Tokvo provide first-class access 
to Japan's institutional investor 
community. As the record 
shows, Nomura's placing power 
makes us the best choice to 
lead-manage the underwriting 
of new share issues. We also 
assist overseas companies to 
secure listing on the Tokyo 
Stock Exchange. 

For growth by means of 
mergers and acquisitions, 
Nomura’s research capability 
and contacts guarantee advice 
of the highest quality in this 
field, too. 


Sound Asset Management 
Investor recognition of the 

strong potential in the econo- 

mies of Japan and South East 


. Asia is now well established. 


With institutions of all types 
more aware of the value of 
active management of their 
assets, nobody is more qualified 
than Nomura to link investor 
and market. 

Our Institutional Research 
and Advisory Department 
(IRAD) offers overseas clients 
far-sighted advice on investment 
decisions, while Nomura 
Investment Management Co., 
Ltd. (NIMCO) specializes in 
portfolio management, distin- 
guished by rigorous monitoring 
of performance. In support are 
the outstanding stock expertise 
of Nomura Securities and the 
in-depth data and analyses of 
Nomura Research Institute (NRI). 

As in all aspects of its busi- 
ness, Nomura sets a premium 
on working in the closest 
harmony with clients. 
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\ Vere not doing the driving, but we can 
help you reach your destination. 





The taxi business never sleeps. Around the clock 
there are maintenance schedules to monitor, driver payrolls 
to calculate, and even lost umbrellas to look after. And 
whether a taxi company is large or small, there are always 
countless important details that need constant attention. 

When Jakarta’s Bluebird Taxi Company called IBM, 
IBM took an interest 
in every aspect of the 
taxi business. 

We developed a pack- 
age of hardware and 
software based on an 
IBM small business 
computer. 

The computer helps 
keep the books, works 
out the drivers’ 
compensation, keeps track of vehicle availability and helps 
maintain an optimum spare parts inventory. 

[BM is helping small businesses all over the 
Asia Pacific area. We can steer you in the right direction 
with the hardware, the software and the experience to help 
your business grow and keep it running more efficiently. 











HIGH TECHNOLOGY 


IT GIVES NEW MEANING TO THE WORD "COMFORT" 


OUR NEW AIR FRANCE PRE/ 
RECLINER : 

THE MOST-RESEARCHED, THE M 
COMFORTABLE SEAT IN THE AIR 
EVERY CONTOUR CALCULATE 
YOUR BODY. COMPLETELY 
AUTOMATIC ADJUSTMENT 

IT RESPONDS FROM HEAD TC 

AT THE TOUCH OF A SINGLE & 
SO YOU CAN RELAX IN THE POS!) 
THAT'S IDEAL FOR YOU 

OUR NEW RECLINER. IT'S ALREADY 
MOST AIR FRANCE B 747. FIF 
CLASS. IT WILL BE ON EVERY 
DECEMBER 25, 1985. JUST AN 
EXAMPLE OF THE HIGH LEVE 
TECHNOLOGY YOU FIND WHEN } 
FLY AIR FRANCI 








AIR FRANCE 7. 


WE'RE AIMING EVEN HIGHER 
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Quiet, understated luxury. 

Yes, the style and service 
for which Westin are renowned 
returns to Singapore — in 
exciting Raffles City, the 
crossroads of the business and 
shopping districts. 

The Westin Plaza will 
house the most tastefully 
decorated rooms in 
Singapore. Space and 
| amenities will surprise even 
the most discriminating 
traveller. They include a fully 
equipped 24 hour business 
centre, a multi-tiered 
shopping promenade, and a 
y health and sports club with 
P? six tennis courts, four squash 
E courts and two swimming 
€ pools. 

Each of the eight 

| restaurants and lounges will 
provide the finest dining and 
entertainment in Singapore. 
From Chinese and Japanese 
to Italian and French cuisine. 
As you'd expect from Westin 
— and The Hotel in 
Singapore. 





THEWESTIN PLAZA 
RATLES CITY 
ngapore 








PREVIEW 
OFFER 





As a preview offer we would 
like you to enjoy some of the 
finer qualities of life for less. 
Guest room rates start at 
5$140 single, S$165 double, 
subject to government tax 
and service charge. 
During the next few 
months the following 
guest room price reductions 
will apply. 


50% in February. 
40% in March. 
30 Uo Mori May and June. 
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2 STAMFORD ROAD SINGAPORE 0617. TEL: 338 8585 TELEX: RS 22206 RCHTLS. FOR MORE INFORMATION, CALL YOUR TRAVEL AGENT OR WESTIN HOTELS RESERVATIONS 
OTHER WESTIN HOTELS IN ASTA: CHOSUN, SEOUL; TOKYO PRINCE HOTEL, AKASAKA PRINCE HOTEL, TOKYO: PHILIPPINE PLAZA. M ANILA; THE SHANGRI-LA, HONG KONG 










myor ic un 
are bored. hy tongs ings 
over the future f Honekéng, (We re- 
ceive occasional letters implying that, 
because the REVIEW is Hongkong- 
based, it gives too much space to the 
issue. ) They seem to share the view of 
former British prime minister Harold 
Wilson who, reincarnated as Lord Wil- 
són, exited from China somewhat the 
worse for wear earlier this year, and de- | 
livéred the immortal words: “The future | 
of Hongkong i is now behind uus." | 
It is surely not hyperbole to see the | 
continuation of Hongkong’s future as | 
linked inextricably with China’s “open- | 
door” efforts to modernise (the most | 
likely cause, should Hongkong go down | 
the drain, would be an eventual failure l 






of the Dengist policies). If those policies 
succeed by the beginning of the next 
century, a strong and prosperous China 
will present a closer and more-potent 
economic, military and ideological chal- 
lenge to the men then inhabiting the 
Kremlin than anything a tired and di- 
vided West seems likely to produce. So. 

if lam right i in thinking that the Soviet | 





empire is more likely to budge in re- | 





sponse to. growth on its eastern flank; 
then the fate of Hongkong is of a signifi- - 
cance out of all proportion to its size —. 
as | believe will be the part it has to play: 
in.China’s modernisation, should all go T 
well. | 
e BUT those who wish Hongkong well. 
(and that includes the huge majority of 

its population, who would infinitely pre- 

fer to stay on in a free city rather than be: 
forced to grasp whatever other options 

may be open to them) still have doubts. : 


poohed by an extraordifiary group of 

capitalists (industrialists, bankers and 

various magnates) who have decided 
< that they must come to terms with what 
they perceive as political and economic 
"realities," or perhaps to bend with 
what they see as a prevailing communist 
wind (or simply to make sure that, what- - 
ever happens, they will remain on the 
© gravy-train). Those “top 500" who 
adopt such attitudes tend to equate 
© representative government with the 
.. "free-lunch" — welfare-state mentality 
they fear will put up wages and other 
costs, And so the rightwingers make 
common cause with those at the oppo- 
site end of the political spectrum. Was 
Marx right, and does capitalism contain 
the seeds of its own decay? 

In London Hongkong's doubts are 
dismissed by those anxious to curry 
favour with Mrs Thatcher, or Peking. or 
elements who are out-Pilating 
Pontius i in washing their hands of. Hong- 
and their responsibilities to its 
l people (including, for example, the In- 
. dian community. who, contrary to Mrs 
Thatcher's assurances, seem likely to 
end ied stateless). Liberal MP Paddy 

























| and rig 
igs | dence of self-satisfaction and ignorance 


j mad: E 


Those doubts are; being pooh- smear — Lau is one of ‘i 


ling to "poison the: atmosphere". and 


| remarked on the hig d 


about such matters in Westminster 
among those who wanted to sweep the 
issue under the carpet. 

€ ONE such is Tory MP Robert Adley, 


chairman of the Sino-British group in 
; the British Parliament (thus represent- 


ing the relationship on the altar of which 


Hongkong people suspect they may be 


sacrificed). He has visited Hongkong 


several times, but appears to have far 
| more knowledge about l9th-century 
| steam trains, his main hobby. He at- 
tacked Ashdown in terms which seemed 


to me to go well beyond parliamentary 


protocol — “an empty barrel making a 


an MP whom "no one 
not worth “wasting 


lot of noise," 
takes seriously," 


-VOUT ume on. 


This tirade over, Adley then turned 


on the REVIEW's Emily Lau in à most 


extraordinary outburst. He accused her 
of being a^ Hongkong nationalist” (if by 


that he meant a Chinese Nationalist — 


or Kuomintang sympathiser — he's 
rad; if he meant someone who has the 
place’s well-being at heart, fair 
enough). She was a "clever militant" (in 
what cause?) who. “gave interviews to 





other journalists known for their anti- 
pathy. to the People’s Republic" 
which I take to be a cock-eyed reference 


— ⸗ 


to a commentary she gave recently for 


^| the: (government-run) local radio sta-. 
tion and a talk she delivered to a group” 
of independent-minded young, Chinese. 
intellectuals, the Hongkong Observers. 


According to Adley, who possesses 
another talent apart fro 
ing — a mastery of the MeCarthyite 
handful" try- 








"stir up trouble." He went on to claim, 
idiotically and with no basis for his as- 
sertion, that "most sensible people in 


. Hongkong have long since come to 


terms with reality" (perhaps he was re- 
ferring to the handful of capitalists ico 
tioned above) and that there was ‘ 

evidence whatsoever" that either Pe- 


. king or London has changed its views. 


€ WHAT then did Adley make of the 
recent assertion by the head of the 


Hongkong branch of Xinhua news- 
agency that some people were departing 


from the agreement — in other words 
that Peking disapproved of the faltering 
steps towards an elected legislature 
guaranteed in the agreement? No evi- 
dence whatsoever, Adley? And how 
does he square his bile against those 
who worried about this evidence of a 


change of mind on Peking's part with his 


own words? In 1984, he said: "The best 


way to keep a check on [China's] sincer- 


ity is to ensure that the people of Hong- 
kong are equipped with democratically 


elected institutions at an early date." 


Democratisation, he said in parliament, 
is the best guarantee against “unwanted 
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an active rather. í th 
there is the danger 
vacuum . . . The answer is 
surely, to put their edes dx 
the test and try it.” 
Adley is self-e 
popinjay — and aspi 
but even politici a 




















































for Employ 
just led a: 

China. Appa 
much. At ¢ 
kong, he e 


job," he said. < 
draconian Jen 
Congress and 
ed presidential ve 
imposed string 
on US textile’ 
China, Hongkong J 
suppliers. Lord Young looked bl 
He turned to an aide. ^ nis 
kins thing?" he asked. t 
e BUT enough of such serious matter 
the festive season is upon us. We a 
know the Japanese tend to get confused 
when they venture into other langua 
How about this shop name, ph 
graphed by Geoffrey Somers - 
Yokohama: 






















fluffy toys of threatening appea 
Just a coffee shop. 
But attempts to go up-market ¢ 
even bigger croppers. The Palace | 
James ts in a favoured area of 
ambassadors are accredited to 
while Clubland is all around — 
erable institutions full of leather 
chairs, retired colonels and suj 
nuated bishops. Thus, when a 
pectable club was established in 
Japan, they decided to borrow sc 
the London cachet. Unfortuna 
this photograph by Tim Uyeki 
— got it slightly — 
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Newspapers walk a tightrope to stay clear of KMT constraints 


By Carl Goldstein in Taipei 


ASIAN “Its hard work to be 
l J good reporter in 


j^ T 
Bj Taiwan," the editor of a 
ETS | leading newspaper in 
BO orn oe 
EEUU neo added that itis jus 

A as hard to be a good 
editor. Both must do their work — dif- 
ficult enough under the best of condi- 
tions — in the face of sometimes strenu- 
ous efforts by the government and rul- 
ing Kuomintang (KMT) to keep news 
coverage within acceptable political 
bounds. 

The conditions under which the 
press operates in Taiwan today are far 
more relaxed than they were 10 or 20 
p ago and this gives journalists here 

ope that the liberalising trend will con- 

tinue. In 1962 the writer of a poem in a 
literary journal which mentioned “a 
lonely old man on an island," an allu- 
sion to the late president Chiang Kai- 
shek in his Taiwan exile from mainland 
China, was given a 20-year prison term. 
Agents of the Garrison Command, the 
chief martial-law agency, were posted in 
newspaper offices, sometimes handing 
ready-made stories to editors or looking 

over shoulders as they worked. 

But now the press reports sharp criti- 
cisms of some government policies and 
even calls for the resignation of a sitting 
premier. Editors sometimes defy “sug- 
gestions” from the KMT's Department 
of Cultural Affairs (DCA) on how to 
handle a story — though such defiance 
can mean the end of a career. 

When the Sino-British agreement on 
Hongkong's future was signed in De- 
cember 1984, the DCA instructed the 
press not to publish the agreement's text 
even though foreign wire-service and 
local reports alluding to its content were 
permitted. When the United Daily 
News, one of the two largest dailies in 
Taiwan, nonetheless printed the agree- 
ment's full text, KMT authorities re- 
taliated by seeing that chief editor Chao 
Y u-ming was removed from his job. 

Changes taking place in Taiwan's 
press mirror the rapid economic and so- 
cial development the country as a whole 
has experienced in the past 20 years. 
Living standards and educational levels 
have risen sharply, leading to an explod- 
ing demand for information by the pub- 
lic. Per capita income has exceeded 
US$3,000, and the country's foreign 
trade now amounts to more than US$50 
billion a year, creating a big need 
for business-related news. More than 
750,000 people travel abroad each year, 
giving millions of people direct or indi- 
rect access to foreign news. 

The island's media has moved to 
meet these new demands by increasing 





its coverage of national and interna- 
tional affairs. Efforts to expand cover- 
age, however, keep bumping up against 
political controls imposed by the KMT. 
The party is concerned first of all to en- 
sure that news coverage conforms to the 
country's basic principles, as laid down 
by President Chiang Ching-kuo. This 
means no discussion of such crucial is- 
sues as Taipei's refusal to engage in 
negotiations or contacts with Peking 
and the KMT's rejection of indepen- 
dence for Taiwan. Another forbidden 
subject is criticism of Chiang or mem- 
bers of his family. 


The REVIEW's series of articles on 
the Asian Press continues with a 


look at the media in Taiwan. 
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ing from reprimands by ps officials 
through being transferred to less sensi- 


tive or desirable news beats to dismissal. 

An example of how carefully sensi- 
tive stories are handled came in early 
December, when the KMT's Central 
Standing Committee announced that an 
oft-delayed plenary session would be 
held in March 1986. Many observers 
were predicting that the plenum would 
provide an opportunity for Chiang to re- 
place Premier Yu Kuo-hwa, an unpopu- 
lar figure who has been widely criticised 
for his weak response to political and fi- 
nancial scandals that have shaken 
Taiwan over the past year. 

Newspaper editorials greeted the 
news of the party plenum with delicate 
calls for the KMT to continue the pro- 
cess of self-renewal by bringing younger 
officials into positions of influence. Not 
one mentioned Yu by name, but the 
underlying intent was clear. Nonethe- 
less, an open call for Yu's removal 
would not have been tolerated. 

There are several levels of legal and 
administrative controls, both formal 


China Times newsroom: formal and informal controls. 


Other sensitive issues may be co- 
vered, but with care. News of the politi- 
cal opposition gets some coverage by 
the main privately owned newspapers, 
in contrast to a few years ago when no 
news of the KMT's opponents would 
appear. However, articles in most news- 
papers tend to play up splits among the 
different factions within the opposition, 
while news of unity moves or other posi- 
tive developments will be played down. 


he strong external pressure on 

editors and reporters to conform to 
the party line leads naturally to self-cen- 
sorship. "After a while, you learn it's 
better not to hurt yourself by continu- 
ally banging vour head against the 
wall," a reporter said. 

Part of the editor's function is to act 
as a "gate-keeper," as one middle-level 
editor at a Taipei newspaper put it, in 
preventing politically unacceptable 
material from being seen in print. For 
reporters who learn too slowly, there is 
a graduating scale of punishments rang- 





and informal, which affect the press. 
One is the Publications Law, enforced 
by the Government Informaton Office 
(GIO), which is concerned mainly with 
the registration of newspapers, 
magazines and other publications. 

Another is the “regulations for con- 
trol of published materials under mar- 
tial law.” This is enforced by the Garri- 
son Command. It is used primarily in 
suppressing the opposition periodical 
press. But under some circumstances 
such as an incident in June when the 
Min Chung Daily News, a Kaohsiung 
newspaper known for its relatively inde- 
pendent stance, was shut down for 
seven days for “making propaganda for 
the Chinese Communists” — the Garri- 
son Command will make its presence 
felt on the press. 

The task of managing the political 
rectitude of the press is left primarily to 
the DCA, now headed by James Soong, 
a former director-general of the GIO 
and widely considered a rising star in the 
party. The DCA coordinates contacts 
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idual news org; 


q 

Officials with polite suggestions, often 
phrased as being "from one party 
member to another," to avoid certain 
stories or cover them in a particular 
way. 

. En early December, a long-simmer- 
! ing dispute between an obscure Christ- 
ian sect known as the New Testament 
- Church and the government broke into 
the open when the group was barred 
«from a mountainous area in southern 
wan it regards as holy. When a 
.number of Malaysian members of the 
. sect tried to enter Taiwan on 7 De- 






 cember they were denied entry at the 
airport, leading to several arrests and, - 
according to wire service reports . from | 
‘Hongkong, some beatings by airport | 


security personnel. A top DCA official 


called editors at several newspapers that | 
blish 





evening and warned them not to 


“anything detrimental to the. Republic 
Asa result, the local press 3 


of China.” 


ETT 






jolence. 





( "i ometimes a pending major event 





: out well in advance. Starting several 
: months before island-wide elections 
< were to be held in November, party offi- 


: cials began meeting with the publishers | 
. and top editors of major newspapers to - 
discuss the proper orientation of press - 


. coverage of the elections. "The DCA 


. was much more active in this election | 


: than it had been i in the past.’ 
' observer said. . 
Party officials, and in some cases 


' a foreign 


Security officers in smaller cities around | 


: the island, were approaching local re- 
porters with friendly advice — 
actoss banquet tables — about how the 
party hoped to see certain issues co- 
-. vered. These included local reaction to 

the political, and financial scandals of 










the past 12 months and charges of élec- | 
toral fraud — a perennial issue in 


E Taiwan elections. 








they receive fr juent calls from DCA |" 





KMT 


| felt 


limit appears to be a desire 


“did not carry wire-service reports of the 


will call for a strategy to be worked | 





delivered | 


ernment poo 


paigns, with. Oppe dun ike candidates g get- 
ting more space than before, though 
overall the coverage remained partial to 
candidates. But press people in 
Taipei said that news from other parts of 
the island was more heavily slanted to- 


wards ruling-party candidates than in 


the past, to the point that some editors 
it necessary to develop other 
sources so they. could double-check 
the information. from their own re- 
porters, 

Another constraint on the press ts 


the government-ordained 12-page limit 


on all newspapers. This has become in- 


creasingly controversial, with critics of 
the policy arguing that it prevents news- 
“papers from 


| expanding to provide the 
full news coverage to which they say the 


public is entitled. 


The chief reason for the govern- 
ments insistence on maintaining the 
to simplify 




















1-12 million : 
i 200,000 claimed © 
j| 1-1,.2 million 
| 100,000 claimed | 
| 80-100,000 
i 130-160,000 
H 360,000 claimed | 
H 550,000 claimed : 
1 650,000 claimed | 
| 450,000 claimed |: 
ee : 





Ministry of 
National Defence } 
Private ; 50 ,B00 
KMT-private | 






the task of monitoring news coverage, 
though government spokesmen still cite 


the original justification for the policy - 
| which was to conserve foreign exchange 


needed to import newsprint. Since 
Taiwan's foreign-exchange reserves 
how exceed -US$21 billion, other 


rationales have come more to the fore. 
Phe page limit is in line with the gov- 
ernment's desire to prevent the two 
dominant dailies, the China Times and 
the United Daily News, from pushing | 
many of the remaining 29 newspapers 
out of business. With far greater finan- 
cial resources than the other news- 
papers, the big two would be able to ex- 
pand their format and further drain ad- 
vertising revenues from other news- 
papers, it is argued. The page limit thus 
ias the virtue of keeping the owners of 
the small newspapers grateful for gov- 


| 
| 
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H 





20,000 claimed 





D | breaking. such as the Henry: 








Competition between the m 
helps ease official restraint 







Taiwan's 19 million p 
ple have 31 daily 








papers from whic! 
choose. About half 





published in smaller « 
and towns around the 
land, printing only a f 
thousand copies. Among the [4 oi 
newspapers with substantial cir 
tions, two stand out: the United I 
News and the € ‘hina Times, both 
lished in Taipei. Both are priv 
owned and each has à circula 
tween 1 and 1.2 million co 
these. two papers alone a 
about two-thirds of Taiwan’: 
paper circulation of 3.5 milli 

Es ven n this ane rstates s the c 



































































W ang Tih “Wil, "M MA politi ai 
financial power IS symbolised by his E 


Committee. The United Daily New $ 
ganisation includes two other dai 
ee in Taiwan — the Econom 
Daily News and Min Sheng Pao; t 
English-language China Ecom 
mic News Service; a book-p 
lishing arm; the China Tribü 
an academic bi-monthly, i 
two newspapers  publis 
abroad for Overseas Chin 
the New York-based ¥ 
Journal and the Europe Joi 
nal, published in Paris. | 

The China Times is the € 
trepiece of an organisation 
also includes another d 
newspaper, the Comm 
Times; a business monthly 
general-interest. weekly 
two publishing com a 










Zines; 
transport firm, and a US edition c 
China Times Weekly, published in 
York. Owner Yu Chi-chung, 76, i 


sits on the KMT's central 
Yu published a US edition of tf 
Times in New York until. Ne 
1984, when he closed it under. 
sure from the conservative wing € 
KMT. 

The two big newspapers domini 
the rest in terms of advertising reve 
as well, attracting more than 60% oft 
total, according to advertising CO 
figures 

The competition. between | 
Times and the United Da 
readers and influence hast 
tor in pushing back the 
permissible news coverage 
past few years. When maj 
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the October 1984 murder in California | 


of a Chinese-American critic of the 
KMT by gangsters from Taiwan acting 
on behalf of top intelligence officials — 
editors at the two newspapers will some- 
times use stories, despite orders to the 
contrary by KMT officials, for fear that 
their competitor might scoop them. 

Another private newspaper is the /n- 
dependence Evening Post, published in 
Taipei by 87-year-old Wu San-lien, a 
former politician, whose native 
Taiwanese background gives his news- 
paper the most independent and critical 
editorial stand of all. Other private 
newspapers include the Taiwan Times, 
published in Kaohsiung and owned by 
the family of Wang Yu-vun, a former 
KMT mayor of Kaohsiung who now 
Oversees state-owned enterprises, and 
the Min Chung Daily News, also pub- 
lished in Kaohsiung. 

Many of the remaining major news- 
papers are owned outright or in part by 
the government or the KMT. Thus the 
ownership structure of the major news- 
papers reinforces official influence over 
editorial content. Even the private 
newspapers, by virtue of their owners’ 
party position or connections, are be- 
neficiaries to some extent of the status 
quo. Also, the long-standing ban on the 
establishment of new newspapers, by 

rotecting existing news organisations 
rom increased competition, makes 
most publishers even less willing to chal- 
lenge the existing order. 
he Central Daily News is the organ 
of the KMT's Central Standing Com- 
mittee. The Youth Daily News, for- 
merly known as the Youth Warrior 
Daily News, and the Taiwan Daily 
News, published in Taichung, are 
owned by the Ministry of National De- 
fence (MND). The China Daily News is 
also owned by the KMT, while the 
Taiwan Hsin Sheng Daily News is 
owned by the party's provincial bureau. 
One of two English-language news- 
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papers, the China News, sold a control- 
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member. Wu is also related to 








ing share to the Department of Cultural 
Affairs in early 1985 after itexperienced 
financial difficulties. The editor-in-chief 
at that time, former ambassador to the 
US James Shen, resigned after he un- 
successfully opposed the sale. The sec- 
ond English-language newspaper, the 
China Post, is privately owned, 





(o age diversity of editorial 
position exists among Taiwan's 
newspapers despite government efforts 
to entorce conformity, though hardly to 
the extent described by T. C. Chiang, a 
deputy director-general of the GIO, 
who said: “Our 31 newspapers already 
cover every point of view.” He was 
explaining why the government felt 
it unnecessary to allow any more 
newspapers to be set up. 

The /ndependence Evening Post 
is easily the most liberal of Tatwan's 
newspapers. It proudly describes it- 
self in its advertising as being “with- 
out party affiliation." In fact, it 
adopts a surprisingly critical attitude 
towards the KMT, especially in edi- 
torials, which are often written by 
prominent academic critics of the rul- 
ing party. Far more news of opposi- 
tion political figures’ activities ap- 
pears in the Post's pages than any- 
where except the opposition press it- 
self. 

Observers of the Taiwan press 
scene say the Post is able to continue 
its critical stance because the publish- 
er, Wu San-lien, formerly had close 
ties to the Chiang Kai-shek and re- 
mains on good terms with his son, 
President Chiang Ching-kuo. The 
elder Chiang appointed Wu mayor 
of Taipei in the 1950s. At the time it 
was an unusual move for Chiang, as 
Wu, a former newspaperman during 
the Japanese colonial period, was 
not only a native Taiwanese, rather 
than a mainlander, but was not a 











Olympian leap forward 


The LA games mark start of liberalisation 


The Los Angeles Summer 
Olympics in 1984 marked 
a major change in the way 
E the Taiwan media pre- 
ried m sented news about China. 
PRESS Medal-winning perform- 
wae ances by a number of 
Chinese contestants, which aroused in- 
tense interest in Taiwan, presented 
Taipei with the dilemma of how to cover 
the story without violating the general 
rule governing news from China: 
"Don't say too many good things about 
the mainland,” as the GIO's deputy di- 
rector-general T. C. Chiang put it. 
The first days of the competitions 
brought the news-management crisis to 
a head when a contestant from the 
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Chinese-Taipei team — as Taiwan is 
called under the so-called Olympic for- 
mula, which resolved the question of 
how to have both governments enter 
teams in the games — won a bronze 
medal in weight lifting, while a compat- 
riot from the mainland took the silver. 
When Taiwan's three state-owned TV 
stations solved the problem by blacking 
out half the screen during the awards 
ceremony, the stations were im- 
mediately deluged with protests from 
the viewing public. 

As a result the policy was changed 
overnight, affecting the print as well as 
the electronic media, which all began 
running stories about events involving 
athletes from the mainland. And sig- 






United Daily News HQ: strong 


Hsieh Tung-min, who was vice-presi- 
dent durin mang Ching-kuo's first 
presidential term (1978-84). 

Some have raised the possibility that 
the Post's politics may not survive long 
after Wu's death. The newspaper is re- 
portedly in precarious financial condi- 
tion, not an unusual circumstance 
among local newspapers. With an esti- 
mated circulation of only 80-100,000 
(though it claims 250,000) and the dis- 
advantage of publishing in the less-pro- 
fitable evening slot, the newspaper 
could be vulnerable to financial pres- 
sure from the authorities. In the past, 
the government has used money prob- 
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nificantly, the print and broadcast 
media began referring to the mainland- 
ers as “mainland contestants” rather 
than “Chinese Communist contes- 
tants,” as had been the practice during 
the first two or three days. 

However, just how narrow was the 
line that had to be trod by news editors 
was demonstrated by the China Times 
US edition’s unhappy experience. The 
newspaper ran a front-page story about 
the mainland medal-winners with a ban- 
ner headline reading: “A glorious day 
for the whole nation.” This was too 
much for conservative party leaders in 
Taipei, who were already concerned 
about the newspaper’s liberal drift. 
That headline — and the story that went 
with it — helped add to the pressure 
building up against China Times chair- 
man of the board Yu Chi-chung, leading 
to his abrupt closing of the US edition in 
November 1984. 
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lems at uncooperative newspapers to 
buy into a controlling position, such as 
when the MND forced the owner of the 
Taiwan Times to sell out in 1978. 


he China Times is generally consi- 

dered somewhat more liberal than 
the United Daily News. Once again, the 
newspapers’ editorial stance flows from 
their owners’ political position. Both 
Yu and Wang are KMT central commit- 
tee members, but the London-educated 
Yu is more liberal — particularly con- 
cerning military and intelligence affairs. 
Wang on the other hand is said to have 
close ties to the intelligence agencies, 
the military and the more conservative 


UNITED DAILY NEWS 



















Still, the main effect of the Olympics 
episode was to quicken the pace of 
change that was already under way, as 
more and more of the restrictions on 
news from the mainland have been 
loosened. A few years ago, only bad 
news could appear. Political struggles, 
natural disasters and economic prob- 
lems would be reported in detail, mainly 
using foreign newsagency reports. 


radually, newspapers and magazines 
are being allowed to cover some of 
the changes under way in China. This 
means that Peking's modernisation re- 
forms can be discussed — though their 


"ultimate failure" must generally be 
foretold in analysis or opinion pieces — 
as well as the overseas visits and dip- 
lomatic activities of Chinese leaders. 
The relaxation mainly seems to reflect 
the authorities’ recognition that, with 
foreign travel on the rise and most 
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elements in the party, and thus his news- 
paper will sometimes play down or keep 
away from stories that might reflect 
poorly on them. 

The US edition of the China Times 
won praise from many people in the 
media as a highly professional news- 
paper. But it incurred the wrath of party 
conservatives by adopting a more liberal 
tone during its two years of existence 
than they were prepared to accept. 

_ The newspaper created a sensation 
in press circles in Taiwan by providing 
major coverage of the achievements of 
athletes from China at the Los Angeles 
Summer Olympics. Its early coverage of 
the Liu murder, which shocked the 
Chinese community in the US, 
also infuriated KMT conserva- 
tives. Yu came under sharp per- 
sonal attack in central committee 
meetings, and political warfare 
personnel in the military began 
ordering soldiers to cancel their 
subscriptions to the newspaper, 
until Yu suddenly closed the 
newspaper in November 1984. 

The United Daily News has a 
stronger financial position than 
the China Times. It pays its edito- 
rial staffers better wages — the 
Starting pay for a reporter might 
be NT$20,000 (US$500) a 
month — and is generally 
considered to be more ac- 


curate than the China 
Times. 
The Central — Daily 


News, the KMT central 
committee's official news- 
paper, publishes many 
editorials that are a useful 
indicator of official think- 
ing. It claims a circulation 
of 550,000. Most of the 
other newspapers, espe- 
cially the smaller ones, also 
tend to stick closely to the 
party line. — Carl Goldstein 


foreign news publications readily avail- 
able in Taiwan, they can no longer 
maintain a tight news embargo. 

What is left is a heavy emphasis on 
the presentation and wording of news 
reports about China. Because Taipei 
still insists it is the legal government of 
all China, newspapers must steer clear 
of any language that implies recognition 
of the government in Peking. Thus a 
mention of the Foreign Ministry or the 
foreign minister, for example, has to be 
enclosed in brackets or preceded by the 
term “so-called.” Foreign wire-service 
reports are routinely altered to read 
"Red China" or “Chinese Communists” 
in place of “China.” 

This is an improvement. Ten years 
ago any reference to mainlanders was 
likely to include the term “communist 
bandits,” and Chinese leaders would 
also be referred to as bandits. 

— Carl Goldstein 
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FAO ®REVIEW 
ON AGRICULTURE AND 
DEVELOPMENT 


Published bimonthly in Arabic, 
Spanish, French and English by the 
Food and Agriculture Organization 
of the United Nations (FAO). 
Annual subscription: US$15.00 or 
the equivalent in the currency of 
your country 


An essential view 
of the world 


get to know new forms of 
planning and development 
keep abreast of international 
negotiations in progress 
learn to evaluate new and 
different technologies 
understand the forces shap- 
ing rural development today 


You need CERES 


You need Ceres for new ideas, 
new techniques in all areas of 
agriculture and developmen! 
Ceres is written by the leading 
specialists. 

Ceres gathers the opinions of 
recognized sociologisis, econo- 


mists, politicians, rural leaders 
and others on urgent problems 
the world over 


hunger 

desertification 

migration and urban con- 
centration 

natural resources and the 
environment 

agricultural and technolog- 
ical research 

rural development 

food marketing 

agrarian retorm 


To subscribe, write to: 
FAO—CERES Distribution 
Office (FER), C.062 
Via delle Terme di Caracalla 
00100 Rome, Italy | 
or to our sales agent in your 
country. 

If you wish, you may ask our 
distribution office in Rome for a free 
sample issue of CERES 
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Publish at your peril 


Opposition reels under draconian martial law measures 
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Some of the liveliest 
voices on the Taipei press 
scene have been stilled in 
the past few months, as a 
etn (Nom government campaign to 

1 5 ess the opposition 
MIN Suppress the oppe 
press has gathered steam. 
The opposition magazines, which num- 
bered 12 earlier this year, were down to 
three this month. Several closed due to 
financial difficulties brought on by the 
confiscation of nearly every issue. 
Others were summarily shut down by 
order of the Garrison Command. 

The opposition press has been 
widely — and justifiably — criticised in 
various quarters for low journalistic 
standards and a preference for sen- 
sationalism and gossip over facts and 
analysis. Nonetheless, the rapid growth 
in circulation enjoyed by many of these 
magazines — which probably exceeded 
100,000 altogether during their high 
point last spring, when most had shifted 
to weekly formats — proved there was a 
big appetite among the reading pub- 
lic for discussion of sensitive issues 
which the newspapers do not normally 
touch. 

"The opposition press' biggest con- 
tribution has been to smash taboos," 
said Yan Wen-shuan, editor-in-chief of 
the /ndependence Evening Post. Oppo- 
sition editors have eagerly pursued 
topics like the business activities of Pre- 
sident Chiang's extended family; the 
political succession, an increasingly im- 
portant question as the 75-year-old pre- 
sident's health declines; power struggles 
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within the KMT, and top officials’ al- 
legedly corrupt involvement in the 
Cathay financial scandal, in which fi- 
nancial irregularities at a bank owned 
by a KMT legislator led to a snowballing 
crisis in the banking svstem. 

Since many of the writers seem 
primarily interested in tasting forbidden 
fruit, rather than taking reasonable care 
to ensure that their information is cor- 
rect, some excesses occur. "Often the 
writing becomes too formulaic, with 
everything under the sun blamed on the 
Chiang family," said Antonio Chiang, 
editor of The Eighties Weekly, one of 
the three opposition magazines still 
functioning. 

Published by former legislator Kang 
Ning-hsiang, The Eighties Weekly is a 
reborn version of a similarly named 








Garrison Command raid at Progress Weekly: reformist. 


magazine he had first established in 
1979, It replaced a more recent pre- 
decessor called The Asian Weekly which 
was shut down three months earlier by 
the authorities. 

Another magazine that has managed 
to continue despite frequent confisca- 
tions was Care Magazine, published by 
Chou Ching-yu, a legislator and the wife 
of Yao Chia-wen, one of seven opposi- 
tion leaders still imprisoned since the 
1980 Kaohsiung incident. Her publica- 
tion, a monthly, concentrates primarily 
on human rights issues and political pri- 
soners. 


he third survivor is the Free Time 

series of titles published by Li Ao, a 
former professor and longtime critic of 
the KMT, and Cheng Nan-jung. Al- 
though it faced the confiscation of al- 
most every issue and one-year closures 
several times, it continued publishing by 
changing to one or another of 10 legally 
registered, alternate titles. An earlier 
incarnation in the Free 
Time series had earned 
considerable notoriety by 
publishing in instalment 
form Henry Liu's biog- 
raphy of Chiang and a 
Chinese translation of the 
book, The Soong Dynasty, 
by Sterling Seagrave. Both 
books are banned in 
Taiwan. 

The practice of main- 
taining “spare tyre" titles 
is a unique feature of 
the cat-and-mouse game 
played by the opposition 
and the authorities. Also, 
since there is no provision 
for prior censorship under 








Everyman's medium 
Government-run TV reaches 4 million homes 


With more than 4 million TV sets for its 4.4 
million households, Taiwan is clearly ap- 
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p 4 proa the level of the developed coun- 
Ghee || tries, tres, at feast by this measure of affluence- 
ul. vh on country's t state- 
LARA) a owned TV stations, however, is attracting in- 
m PRESS criticism for its low technical stand- 
ard and st content. Yet efforts to improve the 
— — eren ^ mix of kungfu 
m / programmes are a 

dramas, , Taiwanese and Peking , song- 

and-dance shows and game shows. A few US 


mes are including Dynasty, Love Boat and A- 
eam, as well as both American and J cartoon 


shows. Other Japanese p are not allowed by the 
government, which fears possible impact of i eges 


pene ‘ 
The —— launched a TY project in mid- 
ally been en d as a separate station 
; uction facilities, but a cutback in funds led 
its backers to settle for a division in the GIO to coordinate 






the production of non-commercial projects at the three 
commercial stations. It currently runs about 12 hours of 
per a week on the three stations. Five hours is 
—— ied, chiefly BBC musical and theatrical pro- 
ductions, while the remainder is made up of locally pro- 
duced educational and sports programmes. 

Ownership of the electronic media in Taiwan is strictly 
an official affair. Each TV station is vapnen- or pa 
owned: China Television Co. ( ) by the ; the 
Chinese Television Service (CTS) by the MND -and the 

i x s Education, and the Taiwan Television Enter- 
prise by the provincial government. 

The same picture applies to the island’s radio stations. 
The leading —— terms of rrt variety of 

mming, e Broadcasting . of China, owned 
by the KMT. Its chairman is Mah * now the KMT's 
secretary-general, and its president is President Chiang's 


son, € wu. | 
The nature of the is most 
clearly seen in its news broadcasts. The three TV stations 


present four daily news programmes between them. The 
content faithfully reflects the KMT line on controversial is- 
sues. During the November election campaign, while even 
the KMT-owned or controlled newspapers were ——— 

some news of opposition political activ the TV stations — 
covered only the KMT candidates. — Carl | 
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Taiwan law, the government must wait 
until a magazine leaves the printing 
shop before seizing it. This gives the au- 
thorities the added dividend of letting 
the publisher incur the full cost of print- 
ing the magazine, but then being denied 
the ability to recoup his expenses 
through news-stand sales. 

Critics of the government’s policy 
charge that the regulations under which 
the opposition magazines are banned 
are vague and inconsistently applied. 
Under the terms of the “regulations for 
the control of published materials under 
martial law,” enforced by the Garrison 
Command, publications may be banned 
which “confuse public opinion or ad- 
versely affect public morale,” or “de- 
stroy relations between the government 
and the people.” The authorities gener- 
ally do not specify which article in a 
given issue incurred their wrath. 

Plans for the first phase of the gov- 
ernment's campaign against the opposi- 
tion press were drawn up at a meeting in 
October 1984 attended by the heads of 
several security agencies, the director- 
general of the GIO, and the director of 
the KMT's Department of Cultural Af- 
fairs. According to the minutes of that 
meeting which were later leaked to the 
opposition. and published in several 
magazines, the officiate discussed ways 
to tighten up suppression work against 
what they called “the formless enemy” 
— that is, the opposition magazines. 

Although the number of actions 
taken against the opposition publishers 
increased somewhat in the period fol- 
lowing the meeting, the authorities ap- 
peared to be hindered by the Liu affair 
from carrying the plan out fully, as 
much unfavourable international atten- 
tion — particularly from the US Con- 





rr SEP : r 
gress and press — was already focused 
on Taiwan. 

April and May 1985 saw the comple- 
tion of the Liu trials, in which the 
former head of Taiwan's military intelli- 
gence bureau and four others were con- 
victed. 
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S thereafter, the government re- 
newed its campaign against the op- 


| position press, which involved mobilis- 


ing several hundred Garrison Com- 
mand agents and police officers to seize 
magazines at printing shops and patrol 
news-stands in Taipei to prevent the 
sale of banned issues. A top GIO offi- 
cial told the REVIEW that the govern- 
ment confiscated 976,000 copies of op- 
position magazines between May and 
October. The Taiwan Communique, à 
Netherlands-based publication which 
monitors human-rights issues in 


Taiwan, counted 230 actions — includ- 
ing the banning of magazines and con- 
liscation of issues — through the first 
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nine months of the year, a large increase 
from the previous year. 

The opposition press has, since its in- 
ception, reflected the diversity of the 
opposition itself, which in the main re- 
presents Taiwanese dissatisfaction with 
the KMT's mainlander-dominated rule. 
Within that broad framework, how- 
ever, is a fractious mix of European- 
style social democrats, who urge the 
elimination of martial law and other 
anachronistic security measures and the 
institution of a fully democratised sys- 
tem; supporters of Taiwan indepen- 
dence, and a small number of leftists ad- 
vocating the idea of reunification with 
China. 

Since the opposition press gain- 
momentum in 1979, two major 
currents have coalesced around vari- 
ous magazines. One is associated with 
the parliamentary road to reform; 
among the magazines generally iden- 
tified with this path are The Eighties, 
Care Magazine, and Progress Weekly, 
published by Taipei city 
councilman Lin Cheng- 
chieh. The other em- 
phasises the need to 
build a mass movement to 
force reform upon an un- 


willing KMT. The now- 
defunct New Movement 
Weekly and the Free 
Time series were typical 
proponents of this ap- 
proach. Both view their 
magazines primarily as 


tools for organising mass 
movements, rather than a 
means to present a neces- 


sarily fair or objective 
view of society, 
— Carl Goldstein 
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foreign press to do its job with a minimum of interference. _ 
This stems. in part from the conviction that the govern- — — 
ment's | — 
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Off the beaten track 


Few foreign pressmen remain in Taipei 
ASI A N 
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The small size of the foreign press contingent 
here is due not only to the country's isolated 
diplomatic status but also, ironically, to the 
peneraly stable economic and social deve- 
TN EIE lopment it has experienced over the last 20 
trom years. 
PRESS " ‘Because Taiwan lacks the news appeal 
that riots, revolutions or famines — bring, the 
press — mostly American and European news or- 
tions — cover the island via local part-time jour- 
nalists. When a major story, such as the Henry Liu murder 


case breaks, a few foreign newspapers may send reporters 











in for short visits. More routinely, Tokyo- or Hongkong- _ tionals working for the wire services face more subtle pres- 
based correspondents will make occasional reporting sures, as GIO or party officials will sometimes to 
to Taiwan. their sense of patriotism when asking them to play or 
The wire services, however, are well represented. The ignore a story. 
. four majors — the Associated Press, United Press Interna- Two areas where Taipei's usual tolerance for critical re- 
_ tional, Reuters and Agence France Presse — all have of- breaks down are: entry to the country to 
fices in Taipei. Besides the REVIEW, the only other foreign journalists whose : 
guo» WA n felle nons is the Hongkong f and the occasional news article in 
The Asian Wall Street Journal. cations that assiduous censors will clip out 
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China offers aid to the anti-Vietnamese coalition, but little else 


By Richard Nations and Mary Lee in Peking 


{ n an effort to boost the sagging morale 
of its Khmer allies, China has offered 
fresh arms and aid to the visiting leaders 
of the tripartite Coalition Government 
of Democratic Kampuchea (CGDK ). 
But at the same time, Peking stopped 
short of promising to deliver Vietnam a 
"second lesson," implying that the 
Khmer resistance force is on its own 
during the next round of fighting in 
Cambodia. 

The three-day official visit, ending 
on 9 December, placed unexpected em- 
phasis on the military measures to force 
a Vietnamese withdrawal from Cam- 
bodia. China, according to CGDK Pre- 
sident Norodom Sihanouk, promised 
each coalition partner an undisclosed 
amount of new weapons as well as Rmb 
1 million (US$312,500) of “humanita- 
rian” assistance. 

In addition, the Chinese leaders 
pu to sustain a "permanent con- 

ntation" along the tense Sino- Viet- 


- namese border in order to divert the 
| best Vietnamese divisions away from 


Cambodia. *China will put heavier and 
heavier pressure on Vietnam,” 
Sihanouk told the press conference at 


SINGAPORE 


By Rodney Tasker in Singapore 
hile the Pan-Electric crash has 
been the main focus of interna- 
tional media attention in ony sei for 
the past few weeks, the press here made 


| its own headlines on 11 December. The 


revious day, a High Court judge had 
mposed fines totalling $$16,000 
(US$7,529) in a contempt-of-court case 
involving The Asian Wall Street Journal, 
while Singapore Press Holdings (SPH), 


^ -= which B lishes The Straits Times and a 
i ot 


host of other journals; made a surprise 
announcement that its long-time chief 
executive Lyn Holloway was resigning. 
The Holloway announcement took 
media circles by surprise. Officially it 
was said that the man who, during his 11 
ome at the publishing group's helm, 
ad been largely responsible for the 
company's aggressive expansion world- 
wide was standing down for health rea- 
sons. But insiders believed Holloway, 
56, was fit enough and was leaving for 
other reasons. 
One theory was that Holloway was 


the end of his visit, “in order to compel 
the Vietnamese to withdraw its toops 
from Cambodia." 

Public demonstrations of support for 
the coalition are now a routine feature 
of Chinese diplomacy. But the excep- 
tionally warm welcome given the Cam- 
bodian leaders in Peking comes at a 
time when the political fortunes of the 
anti-Vietnamese resistance are at low 
ebb, despite the unprecedented 114 
votes cast in the coalition’s favour at the 
United Nations in September. 

The normally uneasy tripartite al- 
liance is still shaken by Vietnam’s stun- 
ning military victories during the last 
dry-season campaign. Coalition Vice- 
Premier Son Sann's Khmer People’s 
National Liberation Front is riven by in- 
ternal dissension; the normally ebul- 
lient Sihanouk is said by diplomats to be 
unusually despondent, and prolonged 
efforts to unify the coalition's military 
command have finally been abandoned 
in the light of persistent clashes between 
the Khmer Rouge and its non-com- 
munist partners. Moreover, the disar- 
ray among China’s Cambodian clients 
comes at a time when Peking has inten- 
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| The press in a squeeze 


— | A media baron bows out and journalists are fined 


not happy with more recent changes in 
business direction perhaps imposed in- 
directly on the publishing giant by offi- 
cial forces. It is also understood he did 
not enjoy a smooth relationship with 
some of his executives. 

An indication of the surprise element, 
at least as regards the timing of his resig- 
nation — he first joined the group as a 
librarian in 1961 — was that a caretaker 
management committee headed by 
Michael Fam. a director of the SPH, a 
holding company of which the Times 
group is a subsidiary, had to be scrambl- 
ed to take over the day-to-day running 
of the group. But sources close to the 
group believe that Mah Bow Tan, a di- 
rector of one of SPH's subsidiaries, 
Singapore News and Publications, 
would eventually be appointed chief 
executive, and suggested that this was 
the plan even before Holloway's resig- 
nation. 

Mah was the group general manager 
of The Singapore Monitor, one of sev- 
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nam. 
It is concern to dispel such doubts, 
observers believe, which accounts for 


the exaggerated reassurances China's 
top leaders offered the coalition 
partners, as well as the accent they 
placed on military measures. Paramount 
leader Deng Xiaoping told the Khmer 
leaders: "If it takes 100 years to succeed 
we will support you until victory." 
Another indication that China still pins 
its prestige to the anti-Vietnamese 
Cambodia cause was the extensive pub- 
licity in the Chinese press given to the 
Khmer leaders’ “lengthy meetings" 
with President Li Xiannian and Premier 
Zhao Ziyang. 


B" Chinese pledges to sustain pres- 
sure fell noticeably short of a prom- 
ise to intervene against Vietnam, even 
though many observers consider the 
Cambodian resistance bases which 
Hanoi claims to be on Thai soil as the 
prime target of the upcoming offensive. 
China is not planning a “second lesson" 
Sihanouk told a press conference, refer- 
ring to the February 1979 month-long 
border war in retaliation against Viet- 
nam's Cambodian invasion. 

Chinese official statements have 
begun in recent months subtly to dis- 
sociate “counter-attacks” against Viet- 
namese “provocations” from the con- 





eral newspapers which merged under 


the SPH umbrella in 1984, but which 
was closed down after two years earlier 
this year. Mah was also a ruling Peo- 
ple's Action Party (PAP) candidate in 
the December 1984 election, when he 
was beaten in the Potong Pasir consti- 
tuency by opposition candidate Chiam 
See Tong. Despite his election failure, 
he is known to be highly regarded by 
PAP leaders. 
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flict in Cambodia, indirectly acknow- 
ledging China's limited influence over 
the tide of battle 800 miles from its bor- 
ders. Diplomats see this more modest 
posture as Peking's reaction to the em- 
barrassment of failing to follow through 
on threats to "punish" Vietnam's last 
dry-season offensives. 

"Chinese counter-attacks against 
Vietnam,” Xinhua newsagency report- 
ed Zhao as telling his Venezuelan hosts 
during a state visit to Caracas on 14 
November, “would depend on the time 
and scale of Vietnamese attacks on 
China.” Consistent with this official 


Sihanouk and Son Sann in Peking: warm welcome. 





Ironically, another SPH subsidiary, 
Singapore Newspapers Services, was a 
respondent in The Asian Wall Street 
Journal case. The company prints the 
Journal's Singapore edition using satel- 
lite facilities. The Journal case began on 
30 October, when the Singapore Attor- 
ney-General’s office filed charges in the 
High Court against the owner/pub- 
lisher, editor, Singapore correspon- 
dent, Singapore printer and distributor. 
The five were accused of contempt of 
court over an editorial carried by the 
Journal on 17 October under the head- 
line “Jeyaretnam’s Challenge,” com- 
menting on the conviction of opposition 
MP J. B. Jeyaretnam for making a false 
statement of accounts for his Workers’ 
Party. The article linked the Singapore 
court’s action with an alleged govern- 
ment drive against Jeyaretnam. 


T? the surprise of some observers, 
particularly in the US where the deci- 
sion has been criticised, all five respond- 
ents apologised to the High Court 
without contesting the case. But 
perhaps even more surprising was that 
when the High Court judge, T. S. Sin- 
nathuray, handed down sentences on 10 
December, he set a legal precedent by 
fining two other members of the news- 
aper's staff, who had submitted af- 
Fidavits to the court after the first hear- 
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downgrading of China's weight in the 
Cambodia equation, Sihanouk said 
that the mere presence of Chinese 
forces would keep Hanoi's best troops 
in the north of Vietnam. 

"The Chinese are simply firing more 
empty cannons," commented one mili- 
tary analyst who believes that the 
Chinese are committing themselves to 
little more than the status quo along the 
Sino-Vietnamese border. Although 
there have been particulary sharp 
clashes between Chinese and Vietnam- 
ese troops over the past year, analysts 
say these are mostly regiment-sized and 
highly localised operations, 
principally in the Malipo 
area, Moreover, the Chinese 
reinforcements sent to the 
border regions are now 
thought to be rotations de- 
signed to give fresh recruits 
live combat experience. 

Nonetheless, a measured 
degree of tension with Viet- 
nam serves China's diploma- 
tic purposes. “The Chinese 
need something to show allies 
who wonder why they are sit- 


Vietnamese walk through 
Cambodia with impunity,” 
one source said. Short of 
large-scale intervention in 
Vietnam, analysts say, there 
is little China can do to shift 
the military balance in Cam- 
bodia in favour of its allies, a 
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ing, while discharging one of the origi- 
nal five respondents, the Journals 


Singapore correspondent Stephen 
Duthie. 
The two were features editor 


Melanie Kirkpatrick, who wrote the 
original editorial and was fined S$4 000: 
and editorial page editor Paul Gigot, 
who said in his affidavit that he rewrote 
the piece, and was fined $$2,000. 
Another staffer, editor of The Wall 
Street Journal in New York, Robert 
Bartley, who also submitted a sub- 
sequent affidavit in which he said edito- 
rial page material in The Asian Wall 
Street Journal is passed for publication 
by his office, was discharged. 

Explaining his action, the judge said 
that while the three were not cited in the 
proceedings — because the Attorney- 
General's office and the police did not 
know of their participation — "so far as 
the law is concerned, I am satisfied that 
this court can punish an offender for 
contempt of court on its own motion.” 
He said this was provided for under the 
Supreme Court rules. 

Sinnathuray imposed the heaviest 
fine of S$6,000 on the Journals owners, 
Dow Jones Publishing Co. (Asia), and 
also fined the newspaper's editor and 
publisher Fred Zimmerman S$3,000, 
and the Singapore printer and dis- 
tributor $500 each. 


ting on their hands while the | 
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China faces in attempting to preserve 
influence over distant events in Cam- 
bodia, while at the same time promoting 
an image of peace abroad. 

Moreover, Deng's efforts to culti- 
vate an atmosphere conducive to 
domestic reforms by reducing tensions 
along China's borders — a considera- 
tion driving Peking's reconciliation with 
Moscow — has led China to modify its 
long-standing hostility towards Hanoi. 
Diplomats in Peking say a softening of 
China's tone towards Vietnam has been 
noticeable since the beginning of the 
year, at the same time as diplomatic 
contacts have grown. 


O: their respective national days 
earlier this year, the two govern- 
ments exchanged virtually identically 
worded “warm greetings” praising the 
“age-old friendship” between their two 
peoples. In an cordial gesture, senior 
Chinese officials attended a national- 
day film showing at the Vietnamese 
Embassy in Peking commemorating the 
life of Vietnamese national hero Ho Chi 
Minh. And a Vietnamese trade mission 
led by former trade minister Pham Anh 
attended a UN-sponsored Asia and Paci- 
fic trade fair held in Peking from 15-30 
November. 

This flexibility has extended to the 
Khmer Rouge who "retired" former 
commander-in-chief Pol Pot in Sep- 
tember and then appealed for unity 
among all Khmer factions by welcoming 


In his judgment, Sinnathuray said 
the Journal article "contains objection- 
able statements scandalising the courts 
of Singapore, the contempt of court 
being one of the worst of its kind." He 
identified seven passages in the article 
which he said amounted to contempt, 
including: “We don't know if Mr 
Jeyaretnam is guilty . . . but even if he 
were, many Singaporeans wouldn't be- 
lieve it. . . court actions, and especially 
libel suits, have long been used in Singa- 
"s against opposition politicians . . . 

r Jeyaretnam s conviction . . . [has] 
outraged many Singaporeans, who be- 
lieve that the government is deliberately 
trying to wipe out the opposition leader 
and his party." 

The judge said the editorial con- 
tained untruths, half-truths, insinua- 
tions and innuendoes "which affect the 
integrity and impartiality of our courts." 
He also had some harsh words for some 
of the respondents, and the editorial 
system on the Journal. 

He said Zimmerman. who had writ- 
ten in his affidavit that he had no hand 
in the writing or approval of the arti- 
cle, had failed in his duties and claim- 
ed Kirkpatrick had got most of her 
facts wrong. However, he accepted 
Duthie's statement that as a news re- 
porter he had nothing to do with the edi- 
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-. Heng Samrin party to join a future coal- 
ition government if they abjured 
Hanoi's support. Diplomats believe 
that such gestures came in response to 
pressure from China in order to assuage 
concerns among the CGDK's interna- 
tional supporters, reduce frictions with 
the coalition's non-communist partners 
and improve the Khmer Rouge's accep- 
tability as a potential partner in any fu- 
ture political settlement. 

But diplomats believe that the shift 
in China's posture on Cambodia is tacti- 
cal. "China has not abandoned its 
demand that Vietnam pull out com- 
pletely from Cambodia," a diplomat in 
| Peking commented. Accordingly, Pe- 
_ king has publicised Hanoi's purported 
- | secret overtures to hold normalisation 
Bo declaring on 11 September that 
| there is “no reason to hold any talks 
L E Vietnam withdraws from Cambo- 
, ia." 
























i. eking similarly rejected a recent 
ET. Vietnamese proposal to expand 
.| trade ties on the same grounds. And the 
| Chinese seem to discourage initiatives 
| within Asean or the non-communist co- 
| alition partners which could enhance 
| the prospects of talks with the Vietnam- 
| ese. Out of deference to Peking. 
- Sihanouk backtracked on his proposal 
| for a “cocktail party” to bring together 
| the four Cambodian factions, just when 
| the proposal was gathering support in 
| Asean. The Chinese were similarly 
| lukewarm towards the earlier Malay- 
‘sian proposal for UN-style "proximity 
talks." 
- “Deng is trying to downgrade the 
| hostility with Vietnam to deprive critics 
| of any issue to attack reforms of the 
Er pes Liberation Army." a diplomat 
À * ommented, “but he does not want to 
— | signal any compromise on Cambodia." 
| Cambodia is still “psychologically, 
3E politically and strategically too critical" 
_| to concede to Hanoi, according to this 
— |. view. And the low cost of supporting the 
19 Cambodian insurgency and sustaining 
| diplomatic pressure to isolate Vietnam 
| is apparently acceptable to the Chinese 
-| leadership. 
EL" China is thought to be relying on the 
| improvement of its relations with the 
| Soviet Union to drive a wedge between 
— | Vietnam and its superpower patron. So 
a — far Moscow has shown no inclination to 
_ | reduce its support for Hanoi as the price 
— of normalising rélations with China. 

“The Chinese are attempting to achieve 
_ | in Moscow what they have been unable 
to gain on the battlefield in Cambodia," 
an observer commented. Indeed, Hanoi 
has betrayed signs of concern that Sino- 
| Soviet rapprochement will sacrifice 
— | Vietnamese interests, and to this extent 
the Chinese tactic appears to be work- 
ing. But even the Chinese are thought to 
| believe that Hanoi is still a long way 
b from contemplating a concession on 
= | Cambodia. 
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To the same drummer 


A modernist Islamic group conforms to government legislation 


By Lincoln Kaye in Jakarta 


AX seems to have mellowed the 
Muhammadiyah. At its founding, 
73 years ago, the “modernist” group set 
out to challenge the authoritarianism of 
the traditional ulamas, specially trained 
Koranic arbiters, and purge the local re- 
ligious practice of all vestiges of pre-Is- 
lamic Hinduism and animism. But all 
that was a far cry from the mood in early 
December at the Muhammadiyah's ple- 
nary congress in that notorious strong- 
hold of Javanese syncretism, the prince- 
Iy Mankunegara Palace of Solo. Head- 
ing the agenda was a government-man- 
dated rewrite of the group's constitution 
in line with the Jakarta administration's 
new Mass Organisations Law (REVIEW, 
13 June). 

The charter now enshrines the five- 
point state creed of Pancasila — theism, 
humanitarianism, nationalism, consen- 
sus democracy and social justice — as 
the Muhammadiyah's sole ideological 
basis, or "asas tunggal" in the language of 
the recently passed law, The propaga- 
tion of Islam is relegated to the status of 
an "objective" in the newly revamped 
constitution. 

So hard was this change for the 
Muhammadiyah to swallow that its con- 
gress in Solo came about five years be- 
hind schedule due to repeated post- 
ponements while the leadership mus- 
tered a consensus. The process was de- 
layed by the organisation's time-con- 
suming democratic structure and the li- 
mited interpretive latitude of its fun- 
damentalist doctrines. In the end, gen- 
eral chairman H. A. R. Fachruddin 
wound up taking the advice of Indone- 
sian President Suharto to "make it easy 
for ourselves" by scheduling the con- 
gress for after the parliamentary pas- 
sage of the Mass Organisations Law. 

That way, for all its vaunted internal 
democracy, the Muhammadiyah was 
left with little to decide. The 4,000 as- 
sembled congress delegates could either 
accept the asas tunggal or risk seeing 
their 4 million-member organisation — 
with its nationwide network of schools 
and hospitals — frozen or dissolved. 

To help make asas tunggal a little 
more palatable for the delegates, 
Suharto himself attended the congress’ 
opening ceremony. He was joined on 
the reviewing stand of Solo's main 
stadium by four cabinet ministers, the 
speaker of parliament, representatives 
of all three armed forces and Mrs 
Suharto, who is related to the Man- 
kunegara royalty. Diplomats, including 
several ambassadors, turned out in 
force. A four-member Kuwaiti delega- 
tion created a minor stir when it twice 





refused reportedly on religious 
grounds — to stand up for the playing of 
the Indonesian national anthem. 

The president drew cheers when he 
pronounced himself appreciative, “as a 
Muhammadiyah alumnus,” of the or- 
ganisation's educational efforts. 
Suharto's semi-official biography re- 
cords that he finished his last year of 
secondary education in a Muham- 
madiyah school after completing an ap- 
prenticeship with a traditional Javanese 
mystic healer. 

Suharto went on to reassure the 
crowd of 35,000 spectators — more than 
half of whom watched the proceedings 
from outside the stadium on limited- 
range TV — that asas tunggal would 
never result in Pancasila becoming a re- 
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Suharto: assurances. 





ligion or 
casilified.” 
For this phrase, which was included 
in an official clarification accompanying 
the law, Muhammadiyah itself claims 
credit. The pledge was one of the fruits 
of the ——— dialogue between In- 
donesia’s religious groups and the gov- 
ernment drafters of the legislation. 


religion becoming “Pan- 


n his report to the congress on the 

Mass Organisations Law, board 
member Lukman Harun also cited 
other Muhammadiyah achievements 
during the pre-legislative negotiations: 
the statute’s mention of religion as a 
source of “national inspiration". and 
guarantees of religious organisations’ 
right to include their faiths in their char- 
ters under some rubric other than 
“ideological foundation.” 
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Nevertheless, some of the Sumatran 
delegates were circulating pamphlets 
opposed to the asas tunggal charter revi- 
sion right up to the eve of the vote. Such 
dissent is very much in the tradition of 
the Muhammadiyah, an organisation 
whose decision-making procedures 
have always been perfectly transparent 
to its members, according to Mitsuo 
Nakamura, an anthropologist who has 
spent more than 15 years studying the 
group. But once a decision is taken, the 
membership stands unanimously be- 
hind it, adds Lukman, himself a 
Minangkabau from West Sumatra, 
"sometimes the Javanese ways are 
best." 

Much of the Muhammadiyah's num- 
erical strength and intellectual impetus 
has traditionally come from outside 
Java, particularly West Sumatra. But, 
with only one exception in the organisa- 
tion's history, the general chairman has 
always come from the Central Javanese 
city of Jogjakarta, near Solo, where it 
was founded. Fachruddin, 69, is no ex- 
ception. He was re-elected by the con- 
gress for a fourth five-year term of of- 


fice, perhaps reflecting government un- 
ease with the prospect of a leadership 
change in a major Islamic group during 
the run-up to the national elections 
scheduled for 1987. 

The movement's youth and student 
wings had been clamouring for a 


younger chairman to counter the 
Muhammadiyah’s drift into what they 
termed “stagnation and bureaucratisa- 
tion.” But even the candidates cham- 
pioned by these reformists uniformly 
came from Java: men like university lec- 
turers Amien Rais and K. H. Ahmad 
Azhar Basyir or rector M. Djasman Al- 
kindi — all of whom were elected to the 
13-member executive board. 

One problem the Muhammadiyah 
faces in filling its top posts with younger 
incumbents, though, is the emphasis in 
the movements schools on general, 
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rather than specifically religious, 
studies. Despite recent efforts to estab- 
lish Koranic academies of its own, the 
Muhammadiyah must still draw most of 
its younger ulamas from the ranks of 
more traditionally educated Muslims 
who have been won over by its mod- 
ernist doctrines. No women were 
elected to the executive board at the 
Solo congress, despite some support 
for the idea at the separate congress 
of the movement's female auxilliary 


group. 


T contrast was striking between the 
Muhammadiyah's congress and that 
of the conservative Council of Ulamas 
(NU) nearly a year ago, observers who 
had been to both meetings said. Both 
sessions were keynoted by Suharto and 
passed the asas tunggal charter change, 
but there the similarity ends. 

"At the NU muktamar [congress] 
the style reflected rural East Java [the 
organisation's power base]. We sat 
cross-legged on the floor and quarrelled 
and emoted," one observer recalled. 
"When it was all over," he continued, 
"the effect was cathartic. Here [at the 
Muhammadiyah] it's all phrase-turning 
in hotel suites and ministerial speeches 
to polite applause. At the end of the 
day, what you're left with is a wearying 
sense of compromise." 

The substantive resolutions passed 
at the latest congress mostly reiterated 
long-standing Muhammadiyah posi- 
tions against the export of female 
labour, vasectomy and tubectomy as 
methods of birth control, Chinese eco- 
nomic dominance and the elevation of 
Javanese mysticism to the status of a re- 
ligion. Perhaps the most original propo- 
sal aired at the congress was Amien 
Rais’ call for a progressively assessed 
zakat, or in the Indonesian context 
yearly charitable donations, to fund 
Muslim social action. Professionals, 
who make up much of the Muham- 
madiyah's following, should contribute 
as much as 20% of their incomes, he 
suggested. 

Besides the asas tunggal, the NU 
congress in 1984 elected a slate of in- 
novative and —— well-connected 
leaders who have charted new direc- 
tions for the organisation. The NU, as 
such, withdrew from the increasingly 
demoralised Islamic coalition political 
party, the United Development Party, 
though individual members may still 
campaign for it if they choose. 

reed from Party politics, the new 
leadership could lobby more effectively 
within the ruling Golkar political fac- 
tion, while at the same time expanding 
beyond the NU's traditional bas: of 
rural pesantrens into more mainstream 
urban schools and social activism. 
Muhammadiyah leaders like Lukman, 
though, profess to see no threat in these 
encroachments upon their own mod- 
ernist turf:, "The Koran encourages 
competition in doing good,” he said. I 
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Chinese literature remains a key political factor 


The might of the pen 





By lan Buruma in Peking 
Eu Chinese writers and 
"o artists have been tor- 
tured, maimed, im- 


prisoned, even killed; 
! but at least they are 
taken seriously. It was 
a play, The Dismissal 

: AEN of Hai Rui by Wu 
Han, that sparked off the Cultural Rev- 
olution. Government leaders earnestly 
discuss the works of novelists and 
playwrights at top level conferences. By 
striving for totalitarian control a gov- 
ernment has to scrutinise every word 
that is written, every play performed, 
every painting painted. The importance 
of artists, in such circumstances, is In- 
flated out of all proportion to the quality 
of their work. 

How different things are in capitalist 
societies where artistic works are com- 
mercial commodities and their creators 
are "personalities," who must entertain 
to make a living. This element of bread 
and circus is now entering China's open 
door, too. Although economic liberali- 
sation is not especially designed to ex- 
pand political freedom, the two have to 
go together to a certain extent, for one 
good reason: Chinese consumers now 
have some choice in what they wish 
to buy. whether it is a radio or a 
novel. 

In effect, this means more entertain- 
ment and less political propaganda. The 
authorities would like more entertain- 
ing propaganda. This is provided by 
many writers of the older generation. 
Some younger artists, however, and a 
large number of young people, espe- 
cially students, disillusioned with and 
cynical about politics, would like to 


dispense with propaganda altogether. 

This has had at least two interesting 
results: a boom in popular culture, from 
body building magazines to pop music 
cassettes, and, at the same time, a 
more sophisticated form of artistic ex- 
perimentation among poets, play- 
wrights and filmmakers who may not al- 
ways be understood by popular audi- 
ences, but who slake a tremendous 
thirst for anything new, exciting, and 
preferably a little controversial. These 
artists have the makings of a new urban 
elite, in touch with foreign trends (not 
to mention foreign friends) — an elite 
emerged from the chaos of the Cultural 
Revolution, which resembles in some 
ways those coteries of artists and intel- 
lectuals who felt at home in the foreign 
concessions during the 1920s. 

Asis true with the economic policies, 
or the results thereof, cultural liberali- 
sation is haphazard and often confusing. 
It has run into some resistance from 
such disparate quarters as university 
students, publishers and reactionary 
party hacks. Publishers of "serious" 
books complain that most bookshops 
will only order popular books these days 
— books like Hongkong author Jin 
Yung's kungfu novels, for example, 
some of which have sold millions. of 
copies. This has upset competitors who 
struggle to sell their less entertaining 
works. The problem is compounded by 
a severe paper shortage. Because peo- 
ple prefer martial-arts or love stories to 
serious novels about brave workers 
struggling for socialism, popular litera- 
ture publishers are said to hog the paper 
supply. This also led to a dearth of 
textbooks, which is one of the gripes 





of the students. These resentments 
are naturally grist to the mill of left- 
ists wishing to hold up political re- 
forms. 

Foreign influence is another con- 


| comittant of the open-door policy. 





Modernisation ts still, to a large extent, 
Westernisation, with a liberal dash of 
Japanisation thrown in. Here, too, one 
is struck by the randomness of influ- 
ences, which cannot but add to the gen- 
eral confusion, reminiscent of the early 
decades of the century. In literature de- 
partments of universities there is a 
vogue for structuralist criticism. Experi- 
mental poets look to modernists such as 
T. S. Eliot and James Joyce for inspira- 
tion. Eliot's most famous poem Waste- 
land, especially, finds a ready audience 
among voung Chinese intellectuals. 
(Wasteland was extremely popular with 
Japanese students in the 1940s and 
1950s, too, which suggests a vague affin- 
ity with Eliots vision of cultural 
malaise.) 


M» of these influences are taken 
out of context and misunderstood. 
After being told by a playwright in Pe- 
king that foreigners could not possibly 
understand WM — the controversial 
modern play that ran into official criti- 
cism last month — because it dealt with 
Chinese social problems, I asked how 
Chinese understood modern plays deal- 
ing with, say, Swedish or French prob- 
lems. “Oh,” he said, “we don't always 
understand but simply learn from the 
techniques." This is how one ends up 
with Chinese morality plays which ap- 
pear like absurdist theatre in the style of 
Samuel Beckett, because the author 
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happens to be a modern French litera- 
ture buff. 


Another example ts the concept of 


alienation, so much part of European 
modernism. Alienation became con- 
troversial several years ago when Zhou 
Yang, a cultural bureaucrat, said that 
alienation was common in socialist so- 
ciety. He was fiercely criticised by “left- 
ists.” I asked the playwright mentioned 
above whether he thought alienation 
existed under socialism. “Yes,” he said, 
and gave an example: “If a party cadre 
professes to serve the people, but in re- 
ality abuses his power to enrich himself, 
that is alienation.” 

A typical instance of the random 
foreign influence in China today is an 
exhibition in Peking of the works of 
Robert Rauschenberg. an American 
pop artist. Most of his works are col- 
lages of familiar everyday objects and 
images paper bags, newspaper 
photographs, brand names, in short, the 
debris of American urban life. By plac- 
ing the familiar out of context he at- 
tempts to make the viewer see everyday 
objects in a new way. The workers, sol- 
diers, students and old men crowding 
around Rauschenberg’s works in Pe- 
king were certainly fascinated — it was 
foreign, thus modern, thus exciting. 
Young artistic types took photographs 
of each other posing in front of the 
works, as if the modernity would rub off 
on them. But the impression left on 
them must be quite bizarre. Not only do 
they see pop art out of the context of the 
Western modern art tradition, but the 
"familiar" images, to them, are not 
familiar at all. The random pictures in 
the collages are little more than glimp- 
ses of an unknown outside world. 

Reinterpretation of foreign cultural 
influences can enrich a native tradition. 
The problem faced by Chinese artists 
and intellectuals is that thev are too cut 
off from their own tradition to have any- 
thing to enrich. This is why they look for 
firm structures — modernism, struc- 
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Popular magazines; Wang: vital freedom. 








turalism, Marxism — to replace the | of the goals of socialism with Chinese 


crumbled old edifice. This was the case 
in the 1920s and 1930s. What has 
changed is that the crumbled edifice is 
now Marxism itself. 

Access to the West and relative 
liberalisation have sharpened, — oi 
perhaps revived an old dilemma for 
Chinese artists. They want recognition 
abroad. They want to travel and catch 
up with the modern world. Many artists 
sell their paintings to foreigners. Young 


writers are translated and become 
minor celebrities among foreign 
sinophiles — especially those writers 


who can be, often nonsensically, touted 
as “dissidents.” But most do not want to 
be "compradore" artists, catering to 
barbarians alone. They want to be 
Chinese. But they are Chinese intellec- 
tually cut off from their past, and at the 
same time overwhelmed by it. In the 
words of Yang Lian, a young poet: "We 
must react against our tradition so we 
don't get swallowed by it." 


ang is one of a small number of in- 

tellectuals who can articulate these 
dilemmas. His answer is to negotiate the 
cultural wasteland by using his own 
emotions as a sounding rod for his socie- 
ty. Yang wants to “feel the contradic- 
tions in myself, to understand the con 
tradictions in Chinese society.” This ap- 
proach to literature — in many ways the 
most intelligent approach under the cir- 
cumstances — does not so much attack 
Marxist orthodoxy as completely by 
passes it. 

This ts of course precisely what up- 
sets conservatives, anxiously hanging 
on to their ideological anchors. They 
are afraid that people, already made 
cynical by three decades of violence and 
failure, will lose all trust in socialism 
and thus in the leadership of the party 
If artists are encouraged to indulge tn 
“bourgeois humanism,” — "individual 
ism” or “abstract human nature,” these 
critics feel that people will lose sight 





characteristics. Usually the targets of 
“leftist™ critics much the 
artists themselves as their political sup: 
porters, 

Leftists are equally disturbed by 
more popular arts. But what can they do 
about it? The leftists for the moment 
lack the political clout to completely re- 
verse the liberal trends. And the official 
policy of the reformers is to mobilise in- 
tellectuals behind modernisation. So 
the response to both popular culture 
and experimental arts is one of con- 
tainment more than cracking down, 
of shrill rhetoric rather than violent 
action. 

Kungfu novels may be limited but 
not yet banned. It is when controversial 
works become too popular that some- 
thing has to be done, but often in à 


are not so 


strangely halfhearted fashion. The play 


WM was published, performed for sev- 


|! eral weeks and onlv closed down tor the 


last few performances. The pop singer 
Zhang Hang was arrested, but then 
quickly freed again. The reluctance to 
move against artistic works too soon Is 
also due to the fact that nothing attracts 
an audience as much as controversy. To 
cite one example, it was only after the 


film Yellow Earth was criticised im 
China and acclaimed abroad, did 
Chinese people flock to see i 

Ihis ambivalence also — shines 


through some of the rhetoric. During à 
"national workshop" of the Chinese 
Writers Association in November, à 
vice-chairman, Wang Meng, said that 
"the freedom to write is a prerequisite 
of literary creation Only in a free en- 
vironment can people express their teel- 
ings, display their wisdom and then 
create, one after another. different 
spiritual products full of individual 
characteristics." But, he went on to Say: 
Chinese literatur socialism. 
oriented with the characteristics of 
patriotism, collectivism, socialism. and 


Should H 


| communism.” o 
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Reclaiming literature’s 
right to tell the truth 


By John Minford in Hongkong 


"| have awoken to a 
hard fact: in today’s 
China if one speaks or 
writes and does not 
incur somebody’s op- 
position, one might as 
well not have spoken 
i j or written at all. One 
has no alternative. The only alternative 
Is to cower in a corner and fall silent. 
But if we do that, why live?" 

These strong words form part of the 
peroration of a speech delivered by the 
controversial writer Liu Binyan in Pe- 
king in November 1979. Certainly in his 
own lifetime (he is now 60 yearsold) Liu 
has never stopped incurring fierce op- 
position. He has had the heat turned on 
and off him many times since 1957, 
when he first created an uproar with his 
exposures of bureaucracy and corrup- 
tion. 

He has always stood by his belief 
that the writer's vocation is “to re- 
claim for literature its right to tell 
the truth,” and has battled with 
dogged determination for that 
right for more than 30 years, as a 
journalist, and writer of a genre of 
literature that is usually translated 
as "reportage" thinly fic- 7 
tionalised documentary sketches, ‘| 
nearly always exposing some seamier w 
side of socialism in China. Keats’ 7— 
“inhuman dearth of noble natures, the 
unhealthy and o’er-darkened ways,” 
are the themes in which Liu specialis- 
es. 

Recently he has been in the head- 
lines again, and an enormous fuss has 
been made (especially in Hongkong) 
about a long piece of his entitled A Sec- 
ond Kind of Loyalty, that appeared in 
China earlier this year. For several 
months the Chinese press here was 
speculating that Liu had finally “with- - 

rawn" (like some wounded boxer) 
from the literary scene, having incurred 
the wrath of no less a figure than that 
"certain unmentionable someone“ 
(presumably Deng Xiaoping), from 
whom even party General Secretary Hu 
Yaobang could no longer defend him. 

Now it seems the storm is over: the 
offence was apparently caused not by 
the overall message of the article itself, 
but by Liu’s attitude to the Sino-Soviet 
split (of which Deng was one of the chief 
architects). Liu, after a few months of 
skulking on the sidelines, is apparently 
back in the ring, and off on a visit to 
West Germany. 

What kind of a person and writer is 
Liu Binyan? After joining the com- 
munist party in 1944, he began working 
in education and within the Communist 


Youth League in Harbin. In 1951 he 
moved to Peking, where he became a 
journalist for the Youth Daily. From the 
very first he was highly respected as a 
writer who knew how to instil in young 
eople a sense of socialist integrity and 
idealism, and in many ways this has re- 
mained the hallmark of his writing. He 
has now reached the pinnacle of his 
career, and is currently a vice-chair- 
man of the Writers Association. 
To the Western reader, Liu's work is 
a hard read. He has accumulated such a 
vast storehouse of documentary detail 
over the years — in his capacity as 
China’s one-man literary ombudsman 
— and has so many files and so many 
































scores to settle on behalf of other people 
whom he considers victims of injustice, 
that he usually seems unwilling, or un- 
able, to create literary products of any 
great subtlety. The stuff is seldom 
fashioned into an artistically satisfac- 


tory shape. And the problem is further 
compounded for the Western reader by 
the unbearable welter of institutional 
names (all necessary to document the 
realities of bureaucratic decay), but 
through which the Chinese reader flicks 
effortlessly, homing-in quickly and in- 
stinctively on the substance, the heart of 
the matter. 

Occasionally Liu seems to have 


FAR EASTERN ECONOMIC REVIEW e 26 DECEMBER 1985 





dwelt a little longer over his material. 
and given it a bit of polish, as in the very 
opening section of A Second Kind of 
Loyalty, where he tells the story 
(through the mouth of one of his charac: 
ters) of the cold-blooded murder of a 
political prisoner in a labour camp in the 
northeast: 

"One day we were all out cutting 
grass, and one of the PLA guards 
shouted at a prisoner called Li, to tell 
him he had crossed the line. Li pro- 
tested that he had not. Under normal 
circumstances he. would have been 
right, but on that day the perimeter flags 
had been set out differently. The soldier 
did not like his defiant attitude, and or- 
dered him to step forward. Li obeyed. 
He was now about five metres outside 
that day's perimeter. Another guard 
(probably a sergeant), who was warm- 
ing himself at a fire, walked across to see 
what was going on. The two guards mur- 
mured among themselves, and the 
sergeant asked Li: 

‘What are you in here for?’ 

'C ounter-revolution. ' 

‘What was your occupation in the 
past? 

'Platoon leader, Division 208, KMT 
Youth Army.’ 

‘Did you ever kill a man?’ 

‘Yes.’ 

“The sergeant ordered Li to turn 
around. Li obeyed. The sergeant mean- 
while was fumbling in his pocket for bul- 
lets, and in his haste dropped one on the 
ground, which he siooned ih retrieve. Li 
was a former soldier himself, and the 
moment he heard the gun being loaded 
he spun round. The shot struck him 
right in the midriff, and he fell flat on 
the ground, whereupon the sergeant 
promptly fired again into the air. The 
captain raced to the scene and after hur- 
riedly conferring with his sergeant call- 
ed a general meeting of all the prisoners 
on the grass-cutting detail. “Prisoner Li 
Zhirong crossed the line in spite of a 
warning shot fired by one of my men,’ 
he announced. "He was caught red- 
handed and shot dead. You may all 
cease work for today. . .°” 

Whereas a Chinese Solzhenitsyn 
(this mythical entity that everyone is 
sull waiting fory might have gone on 
from here to develop a harrowing and 
monumental chronicle of the Chinese 
gulag (and how badly needed such a 
chronicle is), Liu disintegrates into a 
rambling narrative of the lives of two 
"loyal" communists men that he 
clearly sees as made in his own mould, 
men who dared to protest at the error of 
the party's ways, and suffered, still suf- 
fer, for it. 

One cannot help admire Liu for his 
rugged integrity, and at the same time 
one cannot help wishing that he had had 
the time to master his craft sufficiently, 
so that he could find a suitably powerful 
vehicle for his material. Ultimately, it is 
hard to disentangle this artistic limita- 
tion from the concomitant refusal to 





—— 


stray beyond the bounds of “his kind of | 
loyalty” to the party. He seems at his 
best when he ceases to try to be a writer, 
and is quite simply a preacher, as in this 
closing passage of A Second Kind of 
Loyalty, which is worthy of a methodist 
sermon: 

“Like beauty, loyalty is of many 
kinds. The first is diligent and conscien- 
tious, dedicated and forbearing, honest 
and obedient, never raising a word in 
protest. This kind of loyalty involves 

rsonal sacrifice in varying degrees, 
but it is a relatively safe and smooth 
path, and does not usually lead to disas- 
ter. This kind of loyalty is an attractive 
quality, and as such may even be instru- 
mental in forthcoming a person's 


career. 

"The second kind of loyalty [Liu is 
here referring to the honest critical loy- 
alty exemplified by the two main 
characters of his story] is far less like- 
able, and may require a man to pay a 


Lei Feng: the first Kind of loyalty 





high price — his freedom, his happi- 
ness, even his life. 

"For many years the first kind of loy- 
alty has been fostered [Liu is referring 
to the cult of Lei Feng], it has been wa- 
tered and fed, it has grown thick and 
strong. This was required of the times, 
and must be understood in that light. 

"By comparison, irt our political life, 
the second kind of loyalty has become a 
feeble and pathetic thing. That it has 
been able to survive at all, in such arid 
and barren soil, is almost a miracle. 

"And the danger is, when the second 
kind of loyalty is ailing, that a third kind 
will come to vie with both it and the first 
kind for the vital sunlight, water and 
other nutrients. This third kind is soft 
and fawning and seductive; it is more at- 
tractive by far than the first. But the 
fruit it bears is often sour, and under 
certain climatic conditions can even 
prove poisonous. 

"Now is the time to make new evalu- 
ations, new choices. History has pro- 
vided the necessary conditions. It has 
also created an urgent need. " IR | 





FENG (WIND) 


Winter brings a cold breeze, 

Love flashes in a world of ice and snow. 
We meet, and in the snow and ice, 
Plum blossoms put forth delicate 

buds. 


Springtime brings a warm breeze, 
Love spreads in the garden of a 


hundred flowers. 
We meet, and in the spring sunlight, 
A hundred flowers lift to the wind 
and unfold into smiles. 





I don't care if the wind is warm or 
cold, 

With you by my side, my dreams 
are satisfied 

The colder the winter wind and 
snow, 

The more intoxicating the wind of 
spring. 


Cold winds are fine, spring winds 
are fine too... 
I love your smile. 


© 1984 China Record Co. 


The controversial fame of 
China' s first rock star 


Until recently, 
Zhang Hang's 
There's More than 
One Way to Make 
It was the hottest 
4 selling cassette in 
China. Cassette- 





multiplied exponentially in recent 


years, and last summer it was difficult 
to walk for more than a few minutes 


a residential neighbourhood 

in Shanghai or Nanjing without hear- 

's light-hearted country and 

western ballad Chidao (Too Late) 

from an unseen — — or his 

very passable E lish-langu e ren- 

dition of John Denver's Country 

Road (a song which is highly popular 

among Chinese youth). 

Zhang Hang (his name has also ap- 

in the foreign press as Zhang 

an his recording career after 

he Loans the 1984 Shanghai Guitarist 

competition. Zhang was arrested on 

11 November by public security 

forces in Shanghai on a — M of 
hooliganism, according to a China 

News Agency report from China. 

“With cassette tape sales of 700,000 

copies, the musician had become fam- 


ous," the report said. “Long before 


this he had raped an infant girl and 
began to run wilder after he became 
famous." The report also alleged that 
several young girls had accused 
Zhang of rape (Chinese authorities 
have previously treated consensual 
sexual relations as rape in certain cir- 


cumstances), and Zhang, “thinking 


that he enjoyed nationwide fame 
and had strong backing, asserted that 
the ‘law was on his side’.” 

Musicians in Shanghai later said 
that Zhang had been released from 
jail, Daniel Southerland reported in 

e Washington Post, but that he 
would no longer be allowed to perform 
in public or produce cassette tapes. 

The real problem may be that 


“ei tape players have. 


Zhang was becoming a star, perhaps 
the first post-1949 Chinese media per- 
sonality not created by the party. The 
making of this first Chinese rock star 
was primarily the result of the huge 
market for tapes created by the cas- 
sette-recorder boom of recent years. 
Entertainment in China is becoming a 
serious business. Some new record 
companies in Shanghai and other 
cities, sensing what star status can 
mean in terms of sales, are reinvent- 

that most basic tool of the enter- 
tainment industry — hype. 

Party hardliners are unsurpris- 
ingly aghast that a libidinous rock star 
might be the role model for Chinese 
youth in the mid-1980s instead of a 
self-sacrificing People’s Liberation 
Army youth. There is no detectable 
“political” content to Zhang’s songs, 
which are mostly concerned with 
romantic love. But there is something 
subtly subversive in the suggestion, in 
Feng, that one may opt out of the 
world as defined by the party, that 
“with you by my side” the cold winds 
blowing in the party journals may not 
really matter. 

"There's more than one way to 
make it," Zhang sings in the title song 
of his last cassette. The song is ad- 
dressed to his parents (Zhang's father 
is reputedly a high-ranking Shanghai 
party cadre) explaining why he has 
chosen music over college. In late 
November, authorities closed 84 of 
the 136 dancehalls that have sprouted 
up in Shanghai in the past few years, 
the Shanghai Wen Hui Bao said, he- 
cause of bad management and unac- 
ceptable performances by some sing- 
ers. Dancehalls are very popular in 
China right now, however, and con- 
certs are becoming big business too. 
It may be only a matter of time before 
the banned clubs reopen. As for 
Zhang, according to the latest 


rumours he is performing again in 
— Robert Delfs 


Wuhan. 
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Cool qusts menace the 


Party leaders, however, maintain b: 
that strictures such as these do not really | 






contradict the freedom of creation of | 
warm mood f libe li writers and artists. This points tO what ! 
O | fa ism would seem fundamental ambiguities in | 
* the way that the work of writers and art- 
* ists and the meaning ofan f 
By Robert Delfs in Hongkong ESL | expression such as “free- |) 
A new blast of cold dom of creation” are E 
wind is blowing understood by the party. i 


through China’s liter- 
ary and artistic circles. 
The sudden appear- 
d ance of numerous ar- 
ticles in the official 

wees press in November 
stressing the need for writers and artists 
to “follow the socialist road” and help 
“foster socialist and communist ideals” 
would seem to mark yet another re- 
versal of party policy in the wake of the 
National Party Conference in Sep- 
tember at which party elder Chen Yun 
demanded more attention to political 
and ideological work. 

It remains unclear to what extent 
writers and artists have actually been af- 
fected by the new harder line expressed 
in party journals. Some members of 
literary and artistic circles in Peking 
have privately indicated a surprising 
lack of concern. But the confusing 
events surrounding the closing of the 














The party draws a clear — 
line between the "crea- 
tive" work of artists and T 
writers and the broader - 
concept of "freedom € B 
speech." This distinctios 
was clearly underlined om - 
the first occasion that the 
"freedom of creation" was 
publicly promulgated, in 
Deng Xiaoping's greeting. 3 
speech to the 4th Congress : 
of Writers and Artists on T 
30 October 1979. | 

In his speech, Deng f 
condemned the persecu- | | 
tion of writers and art 
ists even as “Democracy i 
Walls" in Peking andother 1 
cities were being shut 
down and political dissi- 7 
dents put under arrest. “In | 
the production of litera- 7 


controversial play WM in Peking and ture and art, which in- 
Shanghai, signs of an impending volves complex mental 


crackdown on tabloid newspapers and 
martial-arts novels, and the arrest of 
the popular musician Zhang Hang in 
Shanghai all suggest that the current 
campaign may be more than just a prop- 
aganda exercise. 

Restrictions on writers have been re- 
laxed in recent vears, at least by the 
standards of post-1949 China. The 4th 
Congress of the Chinese Writers’ As- 
sociation (CWA), held in Peking from 
20 December 1984 to 5 January 1985, 
was a crucial moment in à two-year 
period of what seemed increasing 
liberalisation following the curtailing of 
the campaign to “eliminate spiritual 
pollution" in 1983. Hu Qili’s con- 
gratulatory speech to that congress on 
behalf of the central committee was 
widely understood by writers as an en- 
dorsement of the *freedom of creation" 
from the highest level of the partv 
leadership. 

Chen Dengke, writing in Peking's 
People's Daily in early February, spoke 
of the "warm spring breeze caressing 
our faces . . . [which] comes from the 
loving care shown by the leading com- 
rades of the party Central Committee . . .” 
In a special commentary, the literary 
organ Wenyi Bao exulted that "now, at 
last, [writers] can talk about ‘freedom of 
creation’ without restraint. . . The 'free- 
dom of creation’ is no longer a patent 
labelled with a bourgeois trademark, 
but our own right in art and politics to be 
fully enjoyed by ourselves." 

The tone of the most recent articles 
on literary affairs is rather different. 
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Booklet sellers on Democracy Wall: a new há 


The November issue of the influential 
party journal Hongqi ( Red Flag) unmis- 
takably signalled the: shift with three 
long articles on literary and artistic 
policies. The keynote piece, "Freedom 
of Creation in the People's Activities to 
Create History" by Wei Jianlin, was de- 
voted to an Orwellian attempt to rede- 
fine the "freedom of creation" which 
some writers believed they had won a 
year ago. 

"Freedom of creation is inconcerva- 
ble if one forgets, neglects or severs the 
flesh-and-blood ties with the people and 
forgets the ‘greatest theme’ [realising 
socialist modernisation and making 
China prosperous]. Wei argued. 
"Freedom of creation can only be de- 
rived from the people and from the peo- 
ple's practice in building socialism.” 


nother piece in the same issue of 


Hongqi called for “socialist music 
and dance which possesses Chinese cha- 
racteristics.” The author, Li Changan, in 
words chillingly reminiscent of the Cul- 
tural Revolution, said that writers, di- 
rectors and performers must be "or- 
ganised to study political theory and 
literary theory, the party's line, princi- 
ples and policies, and the instructions of 
the central leading comrades on litera- 
ture and art work. We must help them 
improve their ideological standard and 
their awareness in order to serve the 
people and socialism . . .” 





labour. it is essential that T 
writers and artists follow 
their own creative spirit," 


Deng said. "What subjects they choose 

for their creative work and how they | 
should deal with those subjects are d 
questions that writers and artists them- | 


. i 
| selves must examine and gradually re-— | 
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1979 speech as a kind of charter, and ii 
Hu's.speech on behalf of the central - 
committee a year ago was seen as a re- | 
endorsement of those rights following | 
the 1983 campaign to “eliminate spirit- 1 
ual pollution" which, some feared, 
marked a step backwards towards the — 
“leftist” literary policies of the late - 
1960s and early 1970s. The party, under | 
Deng's terms, reserves the right tocriti- T 
cise writers whose works it deemed 1 
correct, but does not punish, nor "de- ] 
mand that literature and art serve imr 


solve through practice. There should 3} 
be no arbitrary meddling in this pro- 
cess.” 


Within days of Deng's speech, Wei | 


Jingsheng, the editor of the unofficial) 
magazine Tansuo (Explorations), who t 
| had been arrested in March 1979, was 
convicted and sentenced to 15 years for 2 
counter-revolutionary crimes. In Feb- a 
ruary 1980, the only theoretical cone 
stitutional protections to free speech; 2 
the “Four Freedoms” (speaking out 7 
freely, airing views fully, writing big 3 
character posters and holding great de- 
bates) were abolished as remnants of 
the anarchic “excessive democracy" of 
the Cultural Revolution. 4 


Chinese writers have taken Deng’s 


1 
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| mediate, short-range political goals.” 
| . But, however liberal the Dengist 
. programme relative to the debasement 
_ of artists and writers during the decade 
_ of the Cultural Revolution and its after- 
math (1966-76), Deng did not abandon 
_| the view that writers have a mission. In 
the same speech, Deng also reiterated 
Mao's principle that “literature and art 
should serve the broadest masses, and 
| first of all, the workers, peasants and 
11 soldiers... Writers and artists should 
jS endeavour to educate the people in 
{| Socialist ideology and imbue them with 
he drive and spirit necessary to build 
ational strength and prosperity.” 


l| 
M 2 
Y i he writers and artists whom Deng 
(|, 8 addressed, most of whom suffered 

“during the Cultural Revolution, are 
“what we could term “establishment” 


| 


"Writers. Many are party members and 
| remain loyal communists, who would 
1 - hardly flinch when Deng expressed the 
| hope that more and more comrades in 
the ranks of writers and artists would 
| become, in Lenin's phrase, “real ‘en- 
| gineers of the human soul." 

i B. Deng's guarantee of freedom of cre- 
ation was not in fact cynical, but the 
| point was never to release writers and 
- artists from their obligation to support 
| and propagate party policies. It was 
| J? rather an assurance of reasonable work- 
| ing conditions and a certain degree of 
| flexibility in carrying out the mission en- 
| _ trusted to them by the party. Such an as- 
|, surance, in the context of previous de- 
| cade, was by no means insignificant. 

| _ In its own eyes, the party believes 
| that the terms of this pact have, in the 

| . i * 

| main, been observed. “Over the past six 
| years, . ... has any writer been called a 
| rightist or an anti-party and anti- 
| socialist element?" party General Sec- 
| retary Hu Yaobang reportedly asked at 
| a party conference in April. “None, 
| ‘none at all!” was his answer. 

| Viewed from inside, what appear to 
| outsiders to be twists and reverses in po- 
| licy are seen rather as the party's appli- 
| Cation of corrective forces — first from 
| one side, then from the other. The “lib- 
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eral" line conveyed to the CWA Con- 
gress by Hu Qili last year was deter- 
mined at a series of meetings of the cen- 
tral committee politburo and secretariat 


in late 1984, at which it was decided that 


What's love but a 
emotion? 







| olicy, Hu said, concerns 

s putting political labels on or down 

cede stick on comrades who have made ce mis- 
— takes in 


eir creations and work. *Don't the facts over the 
past six years prove that we have not changed our policy on 


a "leftist" trend had emerged in the 
party's leadership over literary and ar- 
tistic work, and that the stress should be 
focused on fighting "leftism." 

According to a report by Luo Bing 
(pseudonym) in the Hongkong maga- 
zine Chengming, a usually reliable 
source of inside information about the 
Chinese leadership, Hu Yaobang and 
Premier Zhao Ziyang both threatened 
to resign in the course of those meet- 
ings. “As soon as things take a turn for 
the better, we begin to criticise one 
thing and another, and thus put an end 
to the fine situation," Hu is reported to 
have said. "If this Po Soe once more, I 
will resign, and so will Deng Xiaoping.” 

The more recent stress on the re- 
sponsibilities of writers to serve social- 
ism would appear to be a response both 
to the National Party Conference, at 
which Chen demanded (and Deng 
Xiaoping concurred) that ideological 
and political work be 
strengthened, and to 
what the party apparently 
views as over-reaction 
among literary and artis- 
tic circles to Hu Qili’s as- 
surances about freedom 
of creation. 

The prospects for fash- 
ioning a broader mandate 
for freedom of expression 
within the band of ambi- 
guity surrounding free- 
dom of creation appear 
poor. To communists, the 
obligation to "serve the 
people" is not really a 
talking point. However 
debased that slogan has 
become in practice, to 
deny it is as incomprehen- 
sible and suspect as re- 
fusal to serve one's coun- 
try to a patriot. And once 
this rhetorical high 





No, none at all!" 
Only 


nouncement, 
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Hu Yaobang: opposing critics. 
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ground is conceded, the corollary posi- 
tions of “serving socialism” and “ac- 
cepting the leadership of the party” fol- 
low almost inexorably. The case of Liu 
Binyan, among others, demonstrates 
the possibility, but also the extreme dif- 
ficulty, of exploring within the system 
different modalities of what “serving 
the people” really means. 


hus it is somewhat surprising how 
much room to maneouvre writers 
really have. While it may be folly to defy 
the party, it is becoming easier and easier 
to simply —— it. This is of course part 
of what Chen was addressing when he 
called for more attention to political and 
ideological work, and it is what the cur- 
rent campaign to stress the respon- 
sibilities of writers is really about. 
Writers and artists have found dis- 
tance, if not freedom, in the broader 
scope extended to the role of literature 
since 1979. The function of creative 
work, Deng affirmed in his 1979 speech, 
is not only to educate and enlighten the 
people but also “to provide them with 
entertainment and aesthetic pleasure.” 
There are, apparently, 
i different ways that writ- 
ers and artists can serve 
the people. This ambigu- 
ity immensely complicates 
the party's attempts to 
control art and literature. 
Publishing units have 
responded to the masses’ 
newly defined “recrea- 
tional and spiritual” 
needs with what has be- 
come a flood of new 
novels and tabloid 
magazines consisting 
largely of romance, ad- 
venture, martial arts fic- 
tion and “secret his- 
tories.” More than 40,000 
new titles appeared in 
China in 1984, including 
non-fiction, and more 
than 6 billion books were 
published. There has also 
been an explosive growth 
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question?" Hu asked. “Is there any writer who has been 
called a rightist or an anti-party and anti-socialist element? 


criticism has been used in dealing with mistakes, Hu 
said, and he distinguished the current practice 

from the Cultural Revolution when “criticism became de- 
struggle, and violence . . ." Hu defended the 


of criticism 


criticism of Sha Yexin's 1979 play If I Were Real and Bai 
Hua's 1979 script Bitter Love, later made into the film Man 
and the Sun, as “correct and ," Sha has since writ- 


ten good plays, Hu observed, and *Comrade Bai Hua is still 
a writer and can still write books and plays.” | 

But Hu insisted that “comrades in the literature and art 
circles should always remember that they should serve the 
current greatest interests of our nation and our 
they produce literature and art.” At present, Hu said, these 
are “to realise socialist modernisations and enable our coun- 


iple when 
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since 1984 of —— music, performed 
at concerts and dances or available on 
cassette tapes, mostly derivative of 
Taiwan and Hongkong. 

Economic reforms have played an 
important role in this phenomenon be- 
cause publishing units, like other enter- 
prises, are now required to show profits. 
The party seems to be at a loss as to how 
to deal with this outpouring of new 
popular literature, not least because 
most of the publishers, concert organis- 
ers and music companies are party-con- 
trolled state-owned units. 

This popular literature has no formal 
status, and the condescension with 
which it is viewed and discussed betrays 
the literati tendencies of many “serious” 
writers who receive state stipends and 
may be party members. 

"Popular literature has assumed 
threatening proportions, steadily forc- 
ing pure literature to give up ground, 
even to the point where pure literary 
magazines are unable to remain viable 
without [support from opular litera- 
ture]," the writer Feng fica warned in 
the 16 March issue of Hongqi. "The 
majority are mediocre and 
superficial [and] damag- 
ing to people's tastes," 
Feng said. "They cannot 
be spoken of in the same 
breath as the achieve- 
ments of pure literature.” 

Feng claims that “our 
national culture was origi- 
nally a compact, precise 
entity, formed over along 
period of history.” Of 
course it was nothing of 
the sort — Feng both 
underestimates the rich- 
ness and complexity of 
China's traditional elite 
culture and ignores its 
vital popular cultural trad- 
itions. He feels that the 
culture's vulnerability to 
"undesireable things from 
outside" is due to the “ne- 
gation of our history and 
culture over several de- 
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cades, and the cultural blank of the 10 
years of calamity.” 

But popular literature sells, and 
nowadays that counts. “Serious” writers 
are becoming concerned that their 
works do not. The most popular fiction 
in China, according to a report in the 
English-language China Daily in 
November, consists of foreign novels in 
translation by authors such as Tolstoy 
and Mark Twain, the Chinese classic 
Hong Loumeng (Dream of the Red 
Chamber), and martial arts novels. 
Readers show little interest in the "seri- 
ous" Chinese novels written in recent 
years, and some bookstores are carrying 
thousands of copies of these titles as in- 
active stock. 


pon fiction magazines now have a 
combined circulation of more than 1 
million. Sixteen million copies of mar- 
tial arts novels were printed in the first 
eight months of 1985, China Daily re- 
ported in October, with over 9 million in 
Guangdong and  Fujian provinces 
alone. This has apparently contributed 
to a paper shortage in China which has 
affected the publishers of 
"serious" novels and 
textbooks. 

Serious drama is fac- 
ing comparable problems 
with the competition 
from TV, films and video- 
tapes, including imports 
from Hongkong and 
abroad. Drama audiences 
in the northeastern pro- 
vinces are said to have 
dropped by two-thirds 
since 1980. "Now there 
are a huge number ol 
literary and art books and 
periodicals," Lu > Xifan 
noted in the 16 October 
issue Of Hongqi, "and 
one can sit at home and 
enjoy all sorts of culture 
and art by listening to the 
radio and watching televi- 
sion. If a drama is not 
worth watching . . . whois 





try to become stronger and our 





people rich . . . We should 
not restrict the creative freedom of writers, but we also hope 
that every writer will remember this greatest interest or 


West 
will ste forw 
not. ss 


down on us. Th 


“To be frank,” Hn cones emer 


going to go to the theatre to see it?” 

Not all the establishment writers are 
hacks, and those that are do not usually - 
realise it. But these are men and women 
who carry their own chains, and some of 
their best helped to forge the links. The 
tragic denouncement to this generation 
of writers' sad history is this: after the 
trauma of the Cultural Revolution, hav- 
ing won their flawed "freedom of crea- 
tion" from the party, they have finally 
encountered a true mass audience — 
people who choose what they read — 
which finds them and their works -— 
ly irrelevant. 

Writing im the People's Daily in: 


! 


March, Feng, the same writer who be A 


concerned at the age of popu 
culture, wonders why “we have dto 
create works matching a great era? Why ~ 
is it that, since the downfall of the Gang — 
of Four, very few literary breakthroughs 
have come from those seasoned writers 
with their full share of the — 
the 10 years of turmoil. but have come 
instead from new writers?” 

Feng recalls writing a poem m 
the Cultural Revolution. 
writer then," 
freedom of writing then — writing was - 
only an invitation to criminal charges.” 

Nothing has ever been like today 
from time immemorial. 

A steady stream of righteous raim 
brings with it the chill of the sword. 

Men of intelligence and principle die — 
in droves. 

Writing these lines in secret, “there 
was no need for publication, or arguing 
with the editor about this line, still less” 
the need to worry about swimming with 
the tide. I was totally free. 

"Now, with the publication of my 
works, I feel paradoxically less free and 
less in my element . . . I often ponder 


' ways of steering clear of hazards or trou- 


ble, and sometimes I have to let a story 
end with something glorious and strive 
to make it appear natural . . . At times] 
even congratulate myself on having 
done an ingenious job and acted ime 
telligently 
free?” 


working in the v 
that. ing that some $ in the party’s central secreatariat. [But] we should 
about love affairs but were simply Renqiong with them. Why should we be 
called the films ** Sen Bom Alio eire aware that our know 
in: of screening the films of dereliction of duty. demands on ourselves. We will, — € 
rature must fulfil its role as an **i  influ- ting strict demands on ourselves, for in doing so w 
. - gradually imbuing people with advanced, correct the support of others even if we are deposed.” - 
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There was no scarcity 
of English-language 
dailies and weeklies 
available to Western 
* readers in the China 
id of the treaty port era. 
The North China 
Daily News offered an 
au: usterely British tone. The Shanghai 
EFE pens Post & Mercury appealed to 
^ ericans. The China Press was owned 
a id managed by Chinese. None of 
them, however, was likely to jar the 
fon ervative inclinations of the busi- 
pa en, missionaries and diplomats 
ho B itroüised the foreign press. 
_ And by the early 1930s, even though 
these publications operated from the re- 
i la atively secure confines of Shanghai's 
ernational settlement, none were 
wil ling to test the limits of Chiang Kai- 
sh ek’s tolerance by criticising sensitive 
H Kuomintang (KMT) policies such as the 
ital intimidation of patriotic youth 
who were calling for more aggressive re- 
s B ance to the Japanese. 
E of these young people had 
ght refuge from the KMT police by 
fleeing to the foreign concession in 
. Sha hai. only to be betrayed by settle- 
‘ment courts which handed over 326 real 
Er gor alleged “communists” to Nationalist 
authorities between 1930 and 1932. The 
E facie evidence used in the extra- 
dition pp was commonly a 
- piece of “communist literature," often 
- nothing more than an anti-Japanese 
- leaflet. As John K. Fairbank has writ- 
ten, the foreign-dominated “Shanghai 
- Municipal Council saw its bread but- 
- tered on the KMT side." 
_ For two years, the blinkered foreign- 
language press all but ignored the disap- 
X pearance or arrest of such youth even 
when evidence of torture and execu- 
tions began to surface. All that changed 
on 13 January 1932 with the appearance 
of the China Forum, an eight-page tab- 
| loid. “Lies, distortions, omissions, pur- 
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Chiang Kai-shek; Soong: a strained relationship. 


“lose encounters of 
2 disenchanting kind 


posely or otherwise contrived, charac- 
terise the entire press of China,” de- 
clared the manifesto-like opening edito- 
rial. “The China Forum does not sub- 
scribe to the fiction of impartiality,” the 
editor continued. He promised that its 
pages would carry the news and opin- 
ions which could not be printed else- 
where, 

The editor and founder of this new 
venture was a 21-year-old New Yorker, 
Harold Isaacs. He had only recently ar- 
rived in China, “in search of experience 
and definition, with only the dimmest 
flickers of political ideas in my head,” 
he writes in his book. Political con- 
sciousness developed swiftly as Isaacs 
saw for himself the KMT's connections 
with the Shanghai underworld, the par- 
laying of opium into a major source of 
the party's revenues, the KMT's uncon- 
cern for rural poverty and its liquidation 
Of its critics. 


he transition from the dimly flic- 

kering stage of political awareness to 
crusading editor was hastened by a host 
of newly found friends. There was 
Agnes Smedley, the Colorado mining- 
town girl turned revolutionary; Lu Xun, 
now venerated as China's most illustri- 
ous revolutionary writer; a Vietnamese 
fugitive Nguyen Ai Quoc who lived at 
the YMCA — a man later known as Ho 
Chi Minh; Ding Ling, one of the most 
prominent novelists to be produced by 
the communists, and Soong Qingling, 
widow of Sun Yat-sen, sister-in-law and 
arch-critic of Chiang Kai-shek. It wasin 
Soong’s mansion at 29 Rue Moliere in the 
French Concession, "at memorable din- 
ners at her table," that the plans were 
laid for the young journalist to launch 
the China Forum. 

The initial issue measured u 
promise of the opening editorial. It fea- 
tured an account of the arrest and 
execution of a now celebrated quintet of 
young revolutionary writers captured 


to the 

























by the KMT authorities and buried alive 
near the Longhua pagoda in Shanghai in 
February 1931. The second issue, ap- 
pearing a week later, contained a short 
story by one of the five, Hu Yepin, the 
husband of Ding. In succeeding issues, 
despite KMT harassment in the form of 
intercepted mail, surveillance, printers 
frightened off and confiscated issues, 
Isaacs managed to keep the spotlight of 
attention on the KMT's past victims as 
well as those targeted for arrest. 

In 1980, a ceremony to commemo- 
rate the "five martyred writers" was 
held in Shanghai. The Chinese Writers 
Association and Soong invited Isaacs and 
his wife, Viola, who had married him in 
1932, to attend and participate. As a re- 
sult, Isaacs, now 70 and recently retired 
from a political science professorship at 
Massachusetts Institute of Technology, 
made his “journey in a time capsule" to 
sce again the Chinese scenes and friends 
he had first encountered nearly a half- 
century before. Re-encounters in China 
IS part memoir, part travelogue, and 
part political commentary but at its 
most fascinating it is a "kind of double 
exposure” as the author records impres- 
sions and conversations of the many 
prominent Chinese he knew then and 
now. 

The ironic counterpoint which ap- 
pears over and over is that the men and 
women Isaacs knew 50 years ago as vic- 
tims of KMT terror survived to become 
victims of communist terror. The earlier 
experience took a physical toll on them 
but the oppression imposed by their 
own comrades seems to have shattered 
their spirits as well. 

Ding. for example, after losing the 
husband of her youth to the Nationalist 
death squads was herself arrested and 
unofficially detained for three.vears be- 
fore she was able to escape and make 
her way to Mao's guerilla base at 
Yanan. In 1957, after a mere eight years 
of life in the open under the com- 
munists, she fell victim to the Maoist 
purge that came in the wake of the 
Hundred Flowers movement. This time 
she was put away for 21 years, until well 
after the Cultural Revolution came to a 
close. 
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Isaacs notes the difference between 
the two confinements: “In the first case, 
she remained a person, the writer Ding 
Ling, and voices could be heard . . . de- 
manding to know what had happened to 
her. In the Communist limbo tn which 
she spent the best decades of her matur- 
ity, Ding Ling remained a non-person 
throughout to all in her world, except to 
those with whom she worked on the 
farm and the jailers of the prison where 
she was held. Her Kuomintang captors 
pressed her to write something, any- 
thing, to make her existence known. 
Her Communist captors swept her 
books off all bookshelves, seized her 
manuscripts, including a novel and hun- 
dreds of thousands of words of a diary 
[which] she never recovered.” 

And what was she writing now, 
Isaacs asked the author. She was work- 
ing on a long novel about peasants, she 
replied. “About peasants?” Isaacs shot 
back incredulously. Books about peas- 
ants were “a dime a dozen,” he said. 
“You have a chance to write the book by 
which this whole period’s experience 
will be remembered. Do you mean you 
are not even going to try?” Isaacs 
pleaded. A pained look and a lame re- 
sponse — she had written some “short 
sketches” about herself — was the only 
reply he received. “Could she write any- 
thing she liked?” Isaacs persisted. “It is 
hard to say. Some work gets a lot of 
interference, some less,” Ding answer- 
ed. 








| 326 writes with delicate precision 
concerning his friendship with Soong. 
It is clear that, despite differences in age 
and station, the young journalist was 
"smitten hard by this beautiful great 
lady" who in turn bestowed on Isaacs 
"an ever correct yet warmly personal af- 
fection." 

The short chapter on Madame Soong 
does more to fix this remarkable 
woman's place in history and define her 
personality than the reams of official ac- 
colades that have appeared since her 
death in 1981. Down through the years, 
Soong had been close to the communist 
party without ever joining it. She was, 
Isaacs writes, “schooled more in the in- 
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teraction of people in politics than in the 
turgid intricacies of ideological lines." 
The broad general direction was enough 
to determine where her feelings and 
sympathies lay. For all the long duration 
and depth of her involvement in China's 
history since the 1920s, she never sought 
after power for herself but was always 
ready to put all her prestige and 
personal standing to the best possible 
use. 

By remaining an independent figure 
in her own right, she was capable of win- 
ning support among people who would 
otherwise never have moved into the 
communist orbit. “This ts what she did 
as an initiator and leading figure in the 
Struggle against KMT repression and in 
the anti-Japanese movement of the 
early 1930s, advancing her causes not 
just by the power of her name but by the 
quality of her person and her presence," 
Isaacs insists. 

The sketch Isaacs draws of Madame 
Soong is the more compelling because for 
all his evident admiration for her, he 
does not hold back from registering one 
strongly enunciated rebuke: “I do not 
know what future study of the available 
record might turn up,” Isaacs writes, 
“but the whole world would certainly 
have heard her, in the days of the anti- 
rightist campaign of the late 1950s when 
tens of thousands of writers, teachers, 
and other intellectuals were purged and 
exiled, or during the Cultural Revolu- 
tion a decade later when the numbers of 
harshly treated victims rose into the mil- 
lions, had she ever spoken out as freely 
against injustice and repression in the 
communist years as she did so often and 
so boldly in the Kuomintang years in 
Shanghai . . . As far as I have been able 
to learn she only struck back at the 
Gang of Four when everyone else did, 
after their fall.” 

A similar cloud of disenchantment 
pervades the rest of his book, as Isaacs 
discusses with one writer after another 
the limits of expression in the new, 
post-Cultural Revolution China. The 
subject comes up, for example, in con- 
versations with Mao Dun, à gifted writ- 
er whose stories of social and economic 
injustice touched a generation of read- 
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nor Mao's long history of dedication to 
the party line, however, saved him or 
his writings from the ravages of the Red 
Guards. 


FE ut things were different in 1980, Mao 

assured Isaacs. "Writers can write 

what they wish." But, of course, there 

were limits: “Counter-revolutionaty 

writing cannot be allowed." And what 

exactly did that mean? Mao explained 

that it meant “anti-socialist writing 7 
And who would decide when theses 
code-words applied” It would “be upto 

the masses to decide." Mao replied. THE 

masses obviously meant the party bes 

cause the party represents the masses, v 
Isaacs explains to the readet 


And, again, in talks with Liu Binyam- 


a writer for the People's Daily and a sut 

vivor of exile and imprisonment, Isaacs 
questions the newsman's assertions ofa 
freer atmosphere. “How about thes 


spigot?” the author asks. Who can bes 


sure that the party won't turn it off as ats 
has in the past. When Liu insists thatthe 
sluice gate is open and nobody can close 
it, Isaacs raises the name of Wen 
Jingsheng. the Democracy Wall activist 


who challenged Deng Xiaoping's “Four 


Modernisations" slogan by saying that 
would be meaningless until a fifth mod 
ernisation, democracy, was added. For 
Wei, the spigot was turned off when he 
was brought to trial on treason charges; 
found guilty and sentenced to 15 years 
imprisonment. 

“I am not clear about the Wei 
Jingsheng matter," Liu told Isaacs. “f 
know very little about it. I wasn't here i 
Beijing then." Isaacs found the re- 
sponse typical. "Various people whom 
we [he and Viola] had asked had indie 
cated that it was hard to know just 
where the new limits were," Isaacs come 
cludes, “but we knew now where one 
big limit stood. It was at the line Wer 
Jingsheng had crossed.” 

Isaacs’ China Forum lasted for only 
two years. Its final collapse came not 
from KMT suppression but because 
mounting disagreements between the 
editor and his communist sponsors 
came to a head. Isaacs concedes thatthe 
newspaper caried its share of “unblust- 
ingly uncritical propaganda pieces 
about the Russian socialist fatherland 
but Isaacs drew the line when it came to 
“paying proper tribute” to Stalin and 
support for the newspaper was abruptly 
withdrawn in 1934. 

Isaacs went on to write The Tragedy 
of the Chinese Revolution, a classic aee 
count of the impact of the Stalin: 
Trotsky feud on the early years of tlie 


Chinese revolution Later came 
Scratches on Our Mind, a ground- 
breaking study of American percep- 


tions of China and India. Readers famit- 
iar with these examples of Isaacs’ p 
vocative and insightful writing will m 
be disappointed with Re-encounters in 
China. — John H. Boyle 
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' Japanese Buddhist calendar, 
86 is not merely the Year of the 
but, more precisely, the year of 
Tora (fire and tiger) — a combi- 

1 which comes round once every 
ars and which is said by some to 
+ natural disasters and other 
atic occurrences. Among the dis- 
hich could mark the 1986 Hinoe 

ra is a sharp downturn in the growth 
f the Japanese economy — possi- 
the lowest level since immediately 

he first oil shock. 

€ government forecast for the 
not yet officially released, is ex- 

d to be in the region of 4%, by no 
-a bad figure. But private-sector 
omists are unanimous that the ac- 
growth-rate will turn out far lower. 
€ range of "respectable" guesses for 
gross national product growth in fis- 
986 (starting in April) extends from 
und 3.5% to as low as 2% , with opin- 
ending to concentrate at the lower 


cording to these economists, gov- 
ment optimism derives simply from 
fact that Prime Minister Yasuhiro 
asone does not wish to lose face in 
nt of his fellów heads of state at the 
yo Summit of advanced nations 
heduled for May 1986). 
akasone's embarrassment about 
progressive weakening of the econ- 
y seems understandable given the at- 
on aroused by Japan's massive cur- 
nt-account surplus (now expected to 
ed US$50 billion in the current fis- 
ar) However, the Nakasone 
i self appears to deserve at least 
the blame for what is happening. 
iled through fiscal 1984 with a 
sal GNP growth rate, largely be- 
fast-growing exports were driving 
conomy at a time when most 
tic-demand components were 


| the. first quarter of the current fis- 
ear, when GNP. grew by 1.9% from 
revious quarter's level (or at an an- 
te of 5.876), exports once again 
d the pull, contributing more 
If. the economy's total growth. 
ereafter —in the absence of any ef- 
measures to stimulate — 


apy for the v worse. 
| uet expatts e balance of 


down to — 6% Ox 65. i in an- 
s) in July-September, with 


owth as remained coming Polen | 


from a modest increase in private con- 
sumption. 


The short-term outlook ‘received a 


minor boost in October when the gov- 
ernment announced what it claimed was 
a ¥4 trillion (US$19.7 billion) reflation 
package featuring accelerated spending 
on public works and some increases in 
funding for private housing construc- 
tion. But private-sector economists 
point out that the increase in actual gov- 
ernment spending provided for in the 
package totals only ¥1.3 trillion, with 
the remainder scheduled to come from 
private-sector spending which officials 
say "should" be inspired by such things 
as a relaxation of construction regula- 
tions and the release of publicly owned 


Current 

GNP account 

growth surplus 
Yo USS billion 
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land for building by private developers. 


Given government vagueness, out- 
side analysts may be correct in guessing 
that not more than an additional ¥1.3 
trillion worth of private spending will be 
generated by the package, in which case 
its overall impact on GNP in the coming 
12 months promises to be far less than 
the 1.3% of additional real growth esti- 
mated by the authorities. 


|| Gp: forecasts of a further 
upturn in consumer spending to be 
sparked by the (presumed) downward 
pressure of yen revaluation on import 
prices also looks like whistling in the 
wind, though this seems to be one sector 
in which conditions may, at least, not 
deteriorate in the coming year. 

|f economists are right in their 


gloomy assessment of current trends, 


Private ] 
t investment 
growth 


economic growth in the — half of 


fiscal 1985 could turn out to be very low 


indeed — perhaps not more than 0:5- 


1% at an annual rate. What happens 
after that will depend partly on the con- 
tents of the 1986 budget, whose draft is 
currently the subject of intricate negoti- 
ations between the Ministry of Finance 
(MoF) and the ruling Liberal Democra- 
tic Party. But initial reports on the 
budget-drafting process suggest that, 
once again, it may be a mistake to ex- 
pect too much from the authorities. 

The MoF is said to have ruled out 
any major cut in personal income tax for 
the coming year on the grounds that a 
full-scale reform of the tax system, 
which is due to be carried out in 1987, 
should not be prejudiced by 
action before then. A modest 
scheme to allow tax rebates of 
up to ¥200,000 per family on 
housing loans could do some- 
thing. to revive the general 
level of consumer. domestic 
demand, though economists 
doubt it will be enough to pro- 
duce much of an increase in 
housing starts. 

Apart from that, the MoF 
seems to be focusing its efforts 
on an elaborate. plan to in- 
crease the value of public- 
works investment without 
adding to the burden on the 
national budget, through a 
complex series of incentives to 
local authorities. The scheme 
would allow some local govern- 
ments to issue low interest-rate 
bonds which would be absorb- 
ed by the ministry's Trust Fund 
Bureau — which administers the funds 
of Japan's post-office savings system. 

At best this might generate an addi- 


-tional ¥1 trillion worth of public-works 


spending in fiscal 1986. But at least 
some of that could be offset by lower in- 
vestment on the part of wealthier local 
governments, from which the MoF aims 


to withdraw public-works subsidies that 


have been financed out of the central- 
government budget. 


The irony of the MoF's niggardly ap- 
proach to budget-making - —- and indeed 


to the whole business of reflating the 
economy —- is. that slow economic 
growth in 1986 will itself make it impos- 
sible for the government to realise its 
long-standing target for reducing the 
dependence of the central gov ernment's 


finances on so-called. deficit: covering | 


bond i issues. 
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Since 1983, when the government 
first identified fiscal stability as the the 
top pony in macro-economic policy, 
the MoF has been chipping away at the 
pog deficit with an average reduction 
of ¥1 trillion a year in the value of de- 
ficit bonds issued. But a combination of 
slow growth and, ironically, low infla- 
tion in 1986 means that tax revenue will 
grow too slowly for this programme to 
be adhered to. 

As a provisional target, the MoF 
aims to cut its flotation of deficit-cover- 
ing bonds next year by ¥ 400 billion, less 
than half the targeted amount, but even 
this figure rests on the supposition of 
much faster GNP growth than now 
seems likely. At worst, 1986 may finally 
confirm the argument of economists 
who have warned that too much fiscal 
caution could make the objective of fis- 
cal stability harder than ever to reach. 


] se other embarrassing consequence 
of low growth seems likely to be 
another substantial increase in the size 
of Japan's overseas surplus. According 
to Isamu Miyazaki, a former vice-minis- 
ter of the Economic Planning Agency 
who now heads the Daiwa Economic 
Research Institute, the 1986 current-ac- 
count surplus will stabilise at around 
USS$52 billion if the government man- 
ages to attain 4% real GNP growth, but 
may rise as much as USSS billion if 
growth slips to less than 3%. 

The fact that the "real" contribution 
of exports to Japan's economy will be 
declining next year makes no difference 
to this prediction. Because of yen re- 
valuation it will be quite possible, 
Miyazaki points out, for the nominal 
(dollar-denominated) value of Japan's 
Sis asd to rise at the same time as the 
volume of exports remains static or even 
declines. 

The implication of Japan's current 
redicament seems to be that the time 
as come to try a new tack in fiscal — 

and perhaps also monetary — policy. 
But the economists who are most em- 
phatic on this point see little actual 
chance of such a change occurring for at 
least another year or so. 

The commitment of the Nakasone 
cabinet to the twin policies of fiscal au- 
sterity and administrative reform 
(meaning small government and the 
privatisation of public enterprises) 
scems likely to remain at least until next 
June, when a special advisory committee 
on administrative reform is due to issue 
its final recommendations on ways to 
cut government spending. 

After that, there may be less than six 
months to go before Nakasone himself 
steps down (at the end of his second 
two-year term as LDP president). Set- 
ting a new economic policy line for 
Japan could be one of the first jobs fac- 
ing the man who takes over as leader of 
the LDP and prime minister in late 1986 
— unless he too decides to ignore the 
unpleasant realities. ü 
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More trade with Moscow may hurt Japan's other partners 


By Bruce Roscoe in Tokyo 
pou signs of a thaw in icy econo- 
mic relations between Japan and the 
Soviet Union are beginning to emerge 
and may result in altering Japan's im- 
port structure — to the detriment of 
other trading partners. In the short 
term, Moscow's trade offensive in 
Tokyo is set to der a greater depen- 
dence on the Soviet Union as a long- 
term supplier of wood chips for Japan's 
pulp and paper industry. But of more 
significance over the longer term are the 
bilateral moves afoot to develop natu- 
ral-gas and oil deposits on the continen- 
tal shelf off Sakhalin. 

The sudden acceleration in Japanese 
interest in reviving a number of stalled 
economic-cooperation projects with 
the Soviet Union might be seen as a 
diplomatic gesture, timed to coincide 
with the visit to. Tokyo in January 
of Soviet Foreign Minister Eduard 
Shevardnadze. But the nature of several 
sets of bilateral-trade negotations now 
under way suggests that Tokyo is 


JAPAN-SOVIET TRADE 


xem 


A 
given that the new Soviet supply level D , 
will be just under 10% of Japan's total } 
annual chip imports of around 12 mil- | 


lion m3. j 
Limited Japanese trade sanctions | 
imposed over the Soviet Union's inva- | 

sion of Afghanistan and the imposition 
of martial law in Poland precluded an | 
extension of the original 10-year con- 
tract, which expired in 1981. Since then, ` 
the chip trade has continued under one- ] 
year contracts. But the new agreement — 
represents the first conclusion of a com- ` 
plete bilateral economic cooperation - 
agreement in four-and-a-half years (the 
last, the Third Forestry Development 
Cooperation Project contract, was sig ec | 
in June 1981). n 
Under the terms of the chip contrae t, 
Japan will also export US$100 million 

worth of chip-production machinery 
over the next five years (to be paid fort x 
cash, not chips). Japanese Government 
sources insist there is no link between 
the import volumes and the supply of 
this machinery, but. 

















clearly Japan has 7 
committed itself to} 
taking the bigger 


volumes from the ex- f 
panded production, 


T push on chips - 
came from the — 
ninth Japan-Soviet - 











Joint Economic Co- ~ 
operation Meeting, - 
held in Tokyo in De- 
cember 1984. Details, 
government sources 








genuinely striving to achieve a higher 
degree of economic interdependence 
with Moscow. 

On 5 December, the Japan Chip 
Trading Co., representing 19 Japanese 
pre manufacturers, and the All Sovict 

umber Export Corp. in Tokyo signed a 
10-year agreement guaranteeing Japan- 
ese imports of 11.2 million m? of wood 
chips, for both industrial and paper usc 
and worth about US$S00 million. The 
new annual volume of more than | mil- 
lion m? is more than double the volume 
Japan has imported from the Soviet 
Union in most years since 1970. 

An early casualty is likely to be Ma- 
laysia; its mangrove-chip exports to 
Japan already are suffering (evidently 
trom high internal-transport costs). 
Others are Australia, New Zealand, 
Canada and possibly the US, which is 
by far Japan's biggest chip supplier. 
Although some of their volumes ap- 
pear likely to be reduced, the probable 
cuts at least initially would be minor, 


say, were finalised | 
during the November f 
visit to Tokyo of Soviet Foreign Trade 
Vice-Minister Vladimir ushkov, | 
Sushkov's main Tokyo brief, however, — 

-1 ET 
was to persuade Tokyo to move on the © 
development and import of Sakhalin” 
liquefied natural gas (LNG), a pro-— 
ject in the wind since the establishment 
in October 1974 of Japan's Sakhalin > 
Oil Development Cooperation Co. 
(SODC). Japanese oil majors have a 
63.7% stake in SODC: trading houses 
hold the remaining share. 

A basic agreement on the explora- 
tion for oil and natural gas off Sakhalin ~ 
was reached at a joint economic-coope= ~ 
ration meeting in 1972. SODC began © 
geological surveys for signs of oil and f 
natural gas in 1976, discovered oil in d 
1977, and two huge natural-gas fields, to. P 
the northeast and southwest of Sakha- |) 
lin, in 1979, The exploration was com- f 
pleted in 1981, and a broad develop- 4 
ment plan drafted the following year. 
Nothing much has happened since, | 
except for a confirmation by both sides 
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. project. 
E _ But Sushkov's visit apears to have 
| put the scheme back on course. Agree- 
| ment was reached in November on the 
| joint compilation of a “project outline 
} report.“ When this is completed, SODC 
|} is to negotiate with Japanese end- 
] users on fixed contract terms. The main 
| stumbling-block to these negotiations. 
I SODC sources say, is the Soviet 
Union's refusal to indicate probable 
- price levels. Only part of a Soviet feasi- 
bility study on the development was re- 
_Yealed in the November talks between 
Sushkov's delegation and SODC, but 
_ that part did not contain information on 
- end-product costings. But the study did 
) say that LNG shipments could begin 

- from 1993. 

1— $SODC estimates the fields can sus- 
ain the extraction of 100 billion m? of 
gas (and 20 million kl of oil) over a 20- 
year period, which, in liquefied form, 
— converts to about 3 million tonnes a 
_ year. That volume compares with anti- 
} Cipated total LNG imports by Japan of 
| about 36 million tonnes a year by 1990. 
_ Of that, the electric-power companies 
"X expected to take the lion's share of 
| 28.13 million tonnes annually. But their 
} demand is not forecast to grow much 
more (1994 imports have been put at 
28.87 million tonnes), and they are al- 
—ready committed to long-term import 
contracts with a number of suppliers, 
"notably Indonesia, Australia and 

- Canada. 


Kw 9 minously, the power companies 
P want an early indication of Soviet 
_LNG prices before they extend so much 

is a hint to the government that they 

- would be prepared to accept the Soviet 

— supply. This suggests they may be will- 

ing to “diversify supply” (renege on pre- 

_ vious contract volumes) if the price is 
right. 

— The project appears complicated, 
ever, by the reported Soviet linkage 
of speedy development with the partici- 

‘pation of at least five Japanese en- 

- gineering companies and trading houses 

‘in a tender for the supply of two petro- 

chemical lants, one for polyolefin 
(Ow orth US$1.2 billion, the other for 
- polyester, worth US$1.9 billion. Mos- 
| cow is expected to announce the results 
| of this tender in January. 
Japanese Government sources, 
though hesitant to state precise views, 
nonetheless appear confident the LNG 
| project will now get off the ground. The 
| pace of progress has quickened mark- 

‘edly since Sushkov’s visit, they note. Of 

most significance is the cabinet decision 

_ taken on 26 November to lift the econo- 

mic sanctions (officially referred to only 

as "steps") against the Soviet Union. 

This move will free up low-interest 

development loans from the Japan Ex- 

port-Import Bank, which Moscow has 
said it wants for its share of the project 
funding. 
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New Zealand's finance minister mandates loosened reins 


By Colin James in Wellington 

nder heavy pressure from farmers 

hard hit by low prices for exports, 
New Zealand Finance Minister Roger 
Douglas has reinforced his non-inter- 
ventionist economic management with 
a new package of measures which help 
farmers get off the land rather than stay 
on it, lowers many tariffs, exposes New 
Zealand Steel to competition and prom- 
ises a shakeup of state enterprises. Far 
from U-turning, Douglas has stepped a 
little harder on the accelerator. 

Douglas was named finance minister 
of the year by Euromoney magazine in 
September for his radical restructuring 
programme, involving tight money-sup- 
ply control, wholesale removal of sub- 
sidies, an end to import licensing in all 
but a few products by 1987, an accom- 
panying phasing-down of tariffs and a 
big tax switch next year from direct per- 
sonal-income tax to a value-added tax. 
He has repeatedly insisted he will not 
deviate from what he 
says is a three- to 
five-year programme 
to rescue the country 
from three decades 
of low growth; and in 
his mini-budget of 12 
December he con- 
tinued that theme. 

His programme 
has put business and 
farming — and par- 
ticularly those in ex- 
porting under 
severe pressure. In- 
terest rates, driven 
upwards by tight con- 
trols on money, have been for much of 
the year in the low- to mid-20s in per- 
centage terms. This is particularly pain- 
ful for heavily indebted farmers who 
have had concessional interest rates as 
low as 7% which are being phased up to 
market rates. 

High interest rates drew in foreign 
investors to the bond market, which 
drove the New Zealand dollar up almost 
to the level it had been before the 20% 
devaluation in 1984. This depressed 
prices for farm products, particularly 
the traditional pastoral sector (meat, 
wool and dairy products), which still ac- 
count for around half of merchandise 
exports. Coupled with two steep falls in 
the Australian dollar — that country ts 
the main export market for manufac- 
tured goods — it put manufacturers 
under severe strain, 

Inflation soared, too, reaching 5.1% 
in the June quarter. Wages followed, 
averaging 15-17% increases in the 
round now about half-way through. 

Farmers, exporters and manufactur- 
ers chorused loud protest and demands 





— = 
Sheep farmers: no 


that the government intervene. In one 
melodramatic ploy, farmers near 
Christchurch in the South Island 
slaughtered hundreds of old ewes they 
could not sell to meat-processing works. 
In response, the ———— in October 
promised a package of measures for 
farmers. But when it came after several 
delays, it offered no early relief — onl 
a speed-up of the restructuring whic 
should benefit surviving farmers in the 
longer term. 

Noting an almost certain increase in 
unemployment because of the high 
wage settlements, Douglas said the 
"next nine months or so may be difficult 
ones, but must be seen as an essential 
part of the path back to non-inflationary 
growth." 

He flatly ruled out subsidies or tem- 
porary help on the grounds that it was 
that sort of action which in the past had 
encouraged farmers to continue to grow 


early relief. 

the wrong products — and even pro- 
duce more of them — and to farm for 
capital gain and tax savings instead of a 
real return on capital. In fact, unassisted 
by the government and caught between 
low prices and rising interest rates on 
overpriced land, farmers in their 
thousands have been putting their farms 
up for sale. One reasonably authorita- 
tive estimate put the number up for sale 


at around 5,000. 
E: as Douglas moved, the pain 
was easing, however. Interest rates 
began to turn down in October and for 
90-day commercial bills have dropped 
8-075, Government bonds, | which 
reached the mid-20s, have come back to 
below 17% in the latest tender. Infla- 
tion dropped to 2.8% in the September 
uarter and looks set to be below 2% in 
the December quarter. 

The exchange rate has followed 
these two indicators down — from a 
high of 75.2 on the Reserve Bank's 
trade-weighted index on 14 October to 
66.5 on 13 December, a drop of 11.6% 
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lar, the rate was 52.6 cents, compared 

with a 15 October high of 59.5 cents 

(around 45 cents before the float). 

Against the Australian dollar, it was 

77.1 cents, compared with a high of 89.2 

cents on 7 November. 

These positive indicators, coupled 
with a widely quoted survey by the Na- 
tional Business Review on 25 Novem- 
ber, showing business leaders adjusting 
to the new economic environment, em- 
boldened Douglas not only to old the 
line, but to step up the pace. 

So in the mini-budget, he: 

» Made it easier for farmers to sell 
farms, by substantially removing ret- 
rospective capital-gains taxation intro- 
duced in 1982; removing barriers to 
aggregation to farms, and opening farm 
land to foreign purchase. 

» Announced a five-year phase-out of 

the immediate tax write-off of develop- 

ment spending on farms, aquaculture 
and forestry — an extension of earlier 
moves designed to make investment 
tax-neutral. Valuing of livestock for tax 

purposes has been raised from nil to 50- 

100% of market value. 

» Removed the need for farmers with 
roduction-tied loans to maintain stock 
evels on pain of forfeit of the loan. 

» Made it easier for clients of the state- 

owned concessional financier, the Rural 

Bank, to lease property to others with- 

out losing concessional interest rates 

and promised to examine ways of re- 
structuring debt both in private-sector 
lending and the Rural Bank. 

» Removed tariffs completely from 19 

December on about 500 items not made 

in New Zealand, except for imports 

from the relatively few countries with- 
out trade agreements, from which there 

will be a token 5%. 

» Announced access to the New Zea- 

land market for a range of imported 

steel goods as from 1 January, begin- 
ning with 15% of the market for pipes 
and tubes and 10% for other products, 
such as billet steel and galvanised and 
coil-coated products, all now made by 

New Zealand Steel and rising by 5% a 

year to be import-licence-free by 1990, 

when tariffs are aimed to be 10%. 

And for products from the expansion 
to New Zealand Steel's plant now under 
way (hot- and, cold-rolled products) 
there will be no licensing and initial 
tariffs of 15%, reducing to 10% after 
two years. In addition, it is expected 
that price control will come off 
downstream steel products next year, 
intensifying competition in the industry. 
» Announced that pressure would be 
applied to state trading enterprises to 
become more efficient and more com- 
mercial and that some monopoly opera- 
tions would be forced to compete. 

» Announced a green paper on the 

labour market to be published in the 

week beginning 15 December, aiming 
for greater flexibility in wage-setting. JJ 
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Singapore planners talk of freeing up the services sector 


By Anthony Rowley in Singapore 


he Singap ore economy, according to 

one local. industrialist, appears to be 
“drifting directionless." That is not 

uite true: it is drifting discernibly 

ownwards. What is true ts that there is 
a growing conviction that the govern- 
ment does not have any effective plan, 
let alone stated policy, for restoring eco- 
nomic growth. 

Against this background and with 
businessmen and bankers predicting a 
protracted economic downturn, some 
are pinning their faith on a so-called 
master plan for Singapore's growth as a 
services centre over the next 10 years, 
prepared by the services sub-commit- 
tee, one of eight groups set up to review 
the republic’s economic development. 

The document was presented re- 
cently to the economic committee (due 
to report in February) headed by Min- 
ister of State for Trade 
and Industry, and De- 
fence Lee Hsien Loong. 
Manufacturing, oil refin- 
ing and property develop- 
ment have all suffered 
badly in the current reces- 
sion and the tertiary or 
services sector is seen as 
one possible hope for the 
future. 

The sub-committee 
said in its report that ser- 
vices, excluding the pub- 
lic sector, are expected to 
grow at an average annual 
rate of 7.2% between 
1985 and 1995 and that business services 
offer the "best promise for growth." 
The Singapore economy as a whole is 
projected to grow at 5.9% annually on 
average over the same period, assuming 
nil growth in 1985 and in 1986. The sub- 
committee — however, that 
Singapore might regain overall growth 
rates of 7.8% “if we advance into the 
right niches and pursue new oppor- 
tunities, particularly in services.” It 
then went on to make a number of de- 
tailed recommendations, some 80 in all. 

Among the more important was the 
divestment where possible of the gov- 
ernment's interest in companies that 
provide services already available in the 
private sector. The government's role 
should be to formulate broad policies 
according to a master plan, to provide 
infrastructure, enforce regulations and 
penerany pre omote the services industry. 

ee has been actively preaching the 
merits of private enterprise in recent 
speeches. The government will do its 
part by removing impediments to busi- 
ness and businessmen must respond ac- 
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Lee: advocates privatisation. 


cordingly by demonstrating the entre- 
preneurial spirit, he has said. 

There is, however, severe scepticii m 
among some local businessmen as j 
whether the government is really pre 
pared to relax its regulatory straitjad et 
on the business and financial * 
They cite the threat. of a dras 
clampdown on the local stock bell : 
profession in the wake of the Pan-Ele c- 
tric affair as a bad portent. “All this ge 
very much against the p and 
liberalisation ethic which [Lee] 2 
cates,” one Singapore financier com "- 
mented to the REVIEW. S 

One recommendation of the servii 
sub-committee which does excite | 
local business community is for a « tin n 
business taxes and the provision of vi 
ous tax incentives. Many are hoping fo 
a cut of nothing less than a half in t 
standard 40% rate of cor 
poration tax, viia 
something the sub-com- 
mittee itself has recom 
mended A 

Lee appears to hay 
reversed himself at le 
once on the question of 
tax cuts but there will b 
great disappointment if 
substantial concessions 
are not announced in the 
Singapore budget next 
spring. 


ea cuts will certainly 
help, but will not i 
themselves revive the flagging demand 
in almost every category of business if 
Singapore at present. There appears to 
be a growing consensus that no 4 
short of a complete package of fiscal a 
monetary measures can pull Singapore 
out of its economic mirc. Apart fromt 
cuts, this would include a dev aluationt of 
the exchange rate to encourage touris i 
and shopping in Singapore — serioa 
which respond relatively quickly t 
price changes and which vods help th 
hard-pressed hotel and retail 
and provide increased employment. 
More (downward) flexibility 
wage rates and some reduction tn 
rates of Central Provident Fund ( 
contribution (both of which mili iti 
against job creation in Singapore, it i 
argued) are also advocated by business- - 
men. To accept such fundamental re- 
forms would, however, imply a const 
derable loss of face for the old guard it 
the government which has built à 
image of Singapore as à centre of high 
technology and “brain-power™ services, 
suitably remunerated and with a meh 













































g 
at 
LI 


NOOH AY 1 







T towel of LN ded "V the 


"d 


— — 











| become an article of faith, especiall 
with former deputy prime minister Go 
| | Keng Swee. 

It remains to be seen whether the re- 
commendations of the services sub- 
| committee and others in favour of more 
| business freedom will extend to allow- 
-| ing businessmen to proguce and export 
| goods which do not fit Singapore's care- 
| fully cultivated hi-tech image, or whe- 

- ther the exchange rate will be made suit- 
| ably flexible to allow such exports to be- 
| come price competitive internationally. 
5s _ The question which some Singapo- 
^| reans pose on such issues is whether Lee 
vi will be able to "stand up to his father" 
"s and other old stalwarts in the govern- 

ent in pep. liberalising reforms 
is through. Some take heart from the as- 
| sumption that if an yone is going to be al- 
lowed to push through reforms, it is 
| more likely to be Lee than any of the so- 
|! — called new generation of potential lead- 

dn who have comie and gone in recent 


































3l Im sub-committee has also proposed 
| that government bodies such as 
| the Telecommunications Authority, the 
— Housing Board, the National Univer- 
E of inga pore and the Port of Singa- 
e, Authority should provide “test 
" for business services in computer 
B ttware. architecture, engineering 
janagement consultancy and advertis- 
IB E 
} ve proposed that Singapore should 
| continue to welcome foreign companies 
to invest in the republic, but incentives 
| offered them should be tied to the 
number of Singaporean professionals 
they employ and to their export per- 
formance or potential. Joint ventures 
"v vith Singapore firms should be a pre- 
equisite for firnns tendering for public 
- contracts. A S$200 million (US$94.4 
| million) revolving overseas-construc- 
“tion and consultancy-development fund 
- should be established to boost the ex- 
"port of services, especially to China. 
The Trade and Bevticoment Board 
ind private firms should be encouraged 
to become agents in countertrade to 
Ip companies which have to accept 
li nmodities as payment from certain 
Y E countries. Profits from 
‘third-country transactions should be 
^ tax-exempt and local banks and law 
| firms should be assisted in setting up 
| overseas. 
3l On business costs, the sub-commit- 
| tee suggested that company tax be 
| halved, with a 2-3% sales tax im- 
_ plemented initially to help make up the 
| revenue shortfall. Tax on overseas pro- 
= jects should be: lowered to 10%. Prop- 
. | erty tax should be cut to 16% , but possi- 
| | bly increased later as the economy picks 
up. Business in general should be given 
E equal priority with science and en- 
| Ferment as Far as research and deve- 
opment incentives are concerned. D 
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Pakistan turns to countertrade with multinational middlemen 


By Mohammed Aftab in Islamabad 


everal years of stagnant exports 

have forced Pakistan to seek help 
from the international private sector, 
something which the state-sector—lov- 
ing Pakistani bureaucracy has always 
abhorred. 

The Commerce Ministry has decided 
to go into countertrade using multina- 
tional firms. The belief is that what the 
government and its mushrooming state 
export corporations could not ac- 
complish and what domestic private 
business was unable to do (faced as it 
has been with unpredictable changes in 
fiscal and administrative measures and 
massive regulation of the economy) 
now ought to be done by foreign multi- 
nationals. 

Pakistan's exports in fiscal 1983 
(ended 30 June 1983) were US$2.69 bil- 
lion. These declined to US$2.59 billion 
in fiscal 1984. This performance im- 
proved a notch to US$2.63 billion in fis- 
cal 1985. The prospects for fiscal 1986, 
with only about six months to go, are 
little better: though the target set by the 
government is for US$3.1 billion, the 
same targe i 
— in fiscal 1985. 

The balance of trade is dominated by 
imports, which are more than double 
exports. Imports in fiscal 1983 were 
about US$6.82 billion, falling to 
US$5.99 billion in fiscal 1984, but rising 
again to US$6.21 billion in fiscal 1985. 

Belated government efforts to shore 
up exports have had marginal effects in 
the past, either because the measures 
were too little, too late, or because pri- 
vate businessmen misused officially of- 
fered facilities. The government now 
spends around US$150 million annually 
on an assortment of export subsidies 
and rebates. But recent investigations 
show that private business, allegedly in 
collaboration with some officials, have 
widely misused the facility: making false 
declarations of goods (and their value) 
destined for export and claiming heavy 
subsidies. 

The key question remains whether 
Pakistan has enough to offer to foreign 
markets aside from a few traditional 
items. As one businessman pointed out, 
the export sector is plagued by energy 
shortages, rising import duties for inter- 
mediate goods — which make many 
products internationally uncompetitive 
— and other fiscal and domestic factors 
which constantly push up the cost of 
production. 

This forms the backdrop to the gov- 
ernment's decision to go to multination- 
als. Pakistan will do US$2 billion in 
countertrade during the current year — 





half in imports and half in exports, says 
Commerce Minister Salim Saifullah 
Khan, himself a businessman. 

On the prospects for countertrade, 
Khan says: "It is a new idea for Pakistan 

. We are approaching this with our 
eyes open and we hope to review it by 
the middle of 1986 . . . and if we have, by 
then, made a net contribution in in- 
creasing and diversifying our exports, 
then we will continue." 

Three multinationals have been 
selected for the first US$500 million 
worth of countertrade, including Mit- 
subishi of Japan which is targeted to 
handle US$100 million; Marco of Swit- 
zerland will do US$200 million, and 
Sukab of Sweden another US$200 mil- 
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Khan: mid-1986 review likely. 
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lion. (Islamabad has previously been 
doing barter trade with Sukab.) 

The government will select four or 
five more multinationals to undertake 
an additional US$500 million in exports 
this year. Each company will have a 
one-year contract, like the three already 
selected. 


p which are expected to go into 
the new deals include imports of tea, 
edible oil, fertiliser, crude oil and oil 
products. The exports will comprise raw 
cotton, garments, leather and leather 
products, hides and skins, fruit and veg- 
etables, engineering goods, rugs and 
carpets, processed food and the surplus 
products of the Soviet-built steel mill at 
Karachi (REVIEW, 21 Feb. ). 
Several export products have been 
hurt in recent years by intense competi- 
tion from other producers and a shrink- 
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bale crop in 1984-85 i is proving difficult 
to market. The 1985- 
a big one, the Ministry of Aguculture 
says. The cour 
countertrade 
trade in rugs 
competition: fr 
| tries includin 
| sales were do 
Growing protecti 
trial nations is also hitting Pakistani ex- 
| ports hard — something which the mul- 
| tinationals will have to overcome. 












nts will help its 
h his facing 
al other coun- 
iC hina: dux 
1985. 





— "The new deals are expected to in- 
f: volve: several countries. Pakistani pro- . 


a ducts may go to the Middle East, Pakis- 
tan’s key source of energy. It buys its 
edible oil from several sources, includ- 


. | ing the US, which provides soyabean oil, 


and Malaysia which is the bulk supplier 
of palm oil for the burgeoning cooking- 
oil industry. SriLanka and Bangladesh 
provide low-quality, low-priced tea. 

| Japanis an important source of capi- 
* tal goods and machinery, ranging from 
electronics to textiles equipment. As 
with other nations, Japan has been reti- 
cent in stepping up its imports from 
Pakistan. 


F^ their part, private businessmen 
and independent economists are 
highly critical of the government's coun- 
tertrade ambitions. One Karachi busi- 
nessman said: “The prices of goods im- 
ported under countertrade will go up 
by more than 10% because the multi- 
nationals — to make their own pro- 
fits." 

One source estimated that the incre- 


ment in exports under countertrade | 


could be in the region of 2%, even 
though Khan claims the countertrade 
move is aimed at finding new markets 
and crossing "the 3 billion [US dollar] 
mark." 

Independent economists say there is 
little hope of stepping up exports. They 
estimate that the import prices for some 
goods purchased under countertrade 
rise 15-20%, when previous barter ar- 
rangements are phased out. They say 
that socialist countries which now trade 
with Pakistan will, in the next two to 
three years, divert their trade to third 
countries. In the meantime, the. multi- 
nationals would have been in the Pakis- 
tani market with the machinery and 
equipment and other products, which 
will later need replacements and spares. 

In that way, some critics say, that 
sector of the economy which depends on 
ae imports and exports coming under the 
“purview of countertrade, will be locked 
into buying from particular suppliers. - 


st: believe. countertrade will. mean 
Stic 1 reductions i in cash’ earnings 





benefit becaus a bumper 5.9 million- 


hopes the organised 


Group P Profit 


Half Year Results 


- Six months ended 30th September 200985 — 
"y oe . HK$ Million 
Operating profit after transfer EE 212.3 


Share of profits, less losses, of | 62.2 


Profit before taxaton —— — | 274.5 


E Taxation "E — 
Profit. after taxation | XS 
Extraordinary items | (140.1) 
| Profit attributable to shareholders | 1344. 
Eamings per "share before extraordinary items 16 5€ 


. Both businessmen and private econ- | 
































































Earnings per ear after mn but before ae items im 
cents to 16.5 cents. 


Interim Dividend ae 
The Board has declared an interim dividend. of 3.5 cents per shar 
year ending 31st March, 1986. The interim dividend will be paid on 4th 
to shareholders on record as at 24th January, 1986. The register of. 
closed from 20th January to 24th January, 1986, both days inclusis 
for the interim dividend all transfers, accompanied by the relevant share 
be lodged with the Company's Registrars, Central Registration Hong 
later than. 4:00 p.m. on 17th January, 1986. | 


Business Review 


The transfer of the ownership of a total of eleven vessels to the cities 7 
joint venture partners as a result of negotiations concluded in March 1985 was comp 
a 50% owned vessel contracted for sale in June 1985 was duly delivered to buye 
September 1985. A further three vessels were sold between August and Novembe 
The Group has also contracted to sell another vessel with scheduled delivery to buye 
around January 1986. : 

As announced. in October 1985, the Group is now the largest single bus 
shareholder of Hong Kong Dragon Airlines Limited, a company incorporate 
Kong, having an equity stake of approximately 30.2%, It is not expected t 
investment will have a material effect on the Group's results for this year. 








The unaudited consolidated results for the six x months. ended 30th Septem 
with comparative figures for 1984, are stated below. 


to inner reserves 


associated companies 
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By Nick Seaward in Shanghai 

4» oss-making price levels in the world 
-Masmarkets and a change in the pay- 
ment terms for local shipping lines have 


prompted China's shipbuilders to re- 


consider their former strategy of indis- 
¢riminately filling their yards with ex- 
port orders. Those export contracts that 
are being concluded are becoming more 
sophisticated, both in terms of ship type 
and in financing. Foreign owners seek- 
ang to build standard bulk carriers at the 
market-minus-15% rates of five years 
ago are not receiving the same adulation 
as Hongkong's Pao brothers did then. 
- While rival shipbuilders in South 
Korea and Japan have been forced by 
‘the slump to accept orders at breakeven 
or worse, new regulations requiring 
China's provincially owned bureaux of 
maritime transportation (BMTs) to pay 
"up to half of the cost of their newbuild- 
ings in foreign currency have enabled 
eii : 
—the yards to become more choosy. Until 
recently, only the 14 branches of the na- 
tional line, Cosco, have had to pay in 
foreign exchange, but a surprisingly 
-high total of 73 lines now trade with 
|. foreign countries, many of them BMTs. 
— — Foreign shipowners hoping to repeat 
- the bargains of five years ago are being 
- told to take their business elsewhere un- 
| less the order will lead directly to the in- 
- troduction of the new technology that 
f the yards are trying to acquire from 
M abroad. The most recent large foreign 
| orders have involved far more sophisti- 
| cated ship designs than the 27,000 dwt 
| bulk carriers for Regent Shipping of 
m Hongkong that got the ball rolling in 
| 1981. In particular: 
| 





» The Dalian branch of China State 
Shipbuilding Corp. (CSSC) is building 
- two 69,000-dwt product carriers for 








| Zhonghua Shipyard: dollar-denominated orders. 
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China's lee shore 


The scramble to export vessels is tailing off 


Norway's Osco Tankers in a contract 
that specifies the latter's obligation to 
provide materials and training to enable 
Dalian to master the complicated 
technique of tank coating. 

» Dalian is hoping to win an option for 
a second 115,000-dwt crude-oil shuttle 
tanker placed by Norway's Knudsen — 
the largest ship to be built in China and 
crucial to the yard's long-term plans to 
build a VLCC (very large crude carrier)- 
sized dock by the end of the decade. 

» Shanghai's Jiangnan Shipyard signed 
a contract in May for the construction of 
China's first Panamax newbuilding: a 
61,000-dwt bulk carrier for Hongkong's 
Tai Cheong Chang. 

» Jiangnan is also understood to be 
close to signing a contract with West 
German interests for the construction of 
two pure car carriers. This will be the 
first time that such specialised ships 
have been built in China. 


T2 proportion of foreign contracts to 
the total CSSC orderbook is expect- 
ed to fall from the current estimate of 
15% instead of rising to the 30-40% 
level predicted in 1983. Although this 
downturn could be attributed to the gen- 
eral slump in the world newbuilding mar- 
kets (REVIEW, 10 Oct.), newbuilding 
brokers also report that yards which had 
always been quick in the past to provide 
quotations are now responding to en- 
— only with the prior approval of 
SSC headquarters in Peking, 

It is possible that CSSC is taking ad- 
vantage of the decline in the export mar- 
ket to implement a far-reaching yen 
in the ship-purchasing habits of the 
Chinese shipping companies engaged in 
foreign trade. In particular, the various 
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of the dry-bulk trades in China in 1983 
have broken out of the confines of their 
traditional domestic  coastal-trading 
role — have begun to follow the pattern 
set by Cosco in the late 1970s by acquir- 
ing second-hand tonnage from abroad: 
these BMTs are now thought to be com- 
ing under pressure to buy newbuildings 
from local yards instead. 

Supporting this theory were recent 
comments from the deputy chairman of 
CSSC, Cheng Wang, who told the 
REVIEW that apart from the need for 
foreign exchange, the main reason that 
China had sought ship-export orders 
was to test the quality of its ships on the 
free market. With that quality now 
demonstrated, CSSC can now argue 
that foreign exchange earned by the 
BMTs on their new ocean-going trades 
would be better spent on newbuildings 
in China than on second-hand tonnage 
acquired abroad. Evidence of this hap- 
pening is that Cheng estimated that 
about 70% of CSSC production is ear- 
marked for lines in the “local” category. 

Until eps ships ordered by the 
BMTs were paid for in renminbi for the 
very good reason that with Cosco 
monopolising foreign trade, they had no 
foreign exchange to do otherwise. As a 
result, most yards gave priority to Cosco 
orders, which not only provided cash 
payments in US dollars but permitted 
the yard to import foreign machinery 
and pay the licence fees on European- 
designed main engines. The yards’ 
priorities will probably now change: 
Cheng revealed that, though BMTs are 
now required to pay partly in dollars, 
they will still have newbuildings fitted 
out with Chinese equipment. 

Most of China’s main yards are now 
involved in the series construction of 20- 
22,000-dwt and 35,000-dwt colliers for 
various BMTs carrying coal from north- 
eastern ports to the southern provinces, 
but it is unclear whether these ships are 
subject to the new dollar-denominated 
payment rule. One order that almost 
certainly falls into that category is for a 
series of six 5,000-dwt ocean-going liner 
types placed by the Shanghai BMT at 
Zhonghua Shipyard. The three that re- 
main to be completed will form the 
mainstay of the yard's workload next 
year, together with the last of a much- 
delayed four-ship 8,200 dwt container- 
ship export order placed in 1982 by 
— Express Ship Management. 

The problem of foreign owners de- 
laying or even refusing delivery is one 
that CSSC encountered at a very early 
stage of its export career. Six offshore 
supply vessels ordered by Norway’s Par- 
ley Augustsson remain undelivered to 
their intended owner: two have been 
sent to work in the Bohai Gulf and the 
remainder are up for resale. Dalian also 
has two Augustsson ships on its hands 
as well as two 27,000 dwt bulkers origi- 
nally ordered by the now-defunct 
Wheelock Maritime International, 
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At a time like this when two major pieces of research, 
namely Asian Businessman. Readership Survey and 
Asian Profiles IV, have been released into the market 
place, it’s a good idea to sit back and reflect on just what 
publishing and advertising are really all about. 


With just about everyone in media racing around claim- 
ing that “my numbers are better than his or her num- 


bers” and “our percentages are better than their per- 


centages” etc., it just might make some sense to get 
back to basics. 


And perhaps the most basic thing in publishing is 


that advertisers of quality products and services do 
not buy numbers. They buy audiences, composed of 
people of quality, who are dedicated in a variety of 
ways and for various reasons to one publication or 
another. 


When we at the Review talk about our most important 
numbers, you can bet we're referring to the size and 
collective experience of our editorial staff. The people 
who, week after week, produce Ásia's most highly re- 
garded and respected publication. 


With 46 editors and reporters and 11 specialist « corres- 
pondents, and scores of contributors, representing the 
largest, most highly qualified editorial staff of any 
publication in Asia, it's little wonder that when it 


comes to providing the best coverage of tne région: even 


APIV and ABRS Data available on request. 


2 Weck a. the best and — editorial f 


They are now and always will be our mos : 
E numbers . aoe o 


whet rnejority of wisi come irom the ver 
rung of Asia’s socio-economic ladder. à 


So when advertisers buy space in the Revie ew t ey do 
knowing that they get something | far beyon ] costs 
thousand efficiency. or mere numbers for mun ber: 


They get editorial excellence of the highest order.” 
get consistency of readership by an audience of peop 
the total quality of which other publications i in this mar 
ket can only dream about! People who run the om 
panies and countries of Asia. | 


if you are an advertiser of quality products or servie 
we'll fappily c deliver ali the nanbers — ask * 


Asia. 



















lan Rani in New Delhi 


' choice of contractor for In 
730-kin cross-country ` ‘natural 


rivals have been trying to make up 
otation gap through other offers 


feedstock. 

he Hazira-Bijayapur-Jagdishpur 
ine project had a controversial be- 
ng. The government first decided 
farm the job out piecemeal to several 
S. The state-owned Bharat Heavy 
tficals was to provide the cathodic 


surfacing i in 1985 of the US posi- 
tion as net debtor ta the world for 
t time in three generations (to a 


S Congress, most of which will re- 
nports and not increase exports. 
lent Reagan compares the propo- 
o the “dreadful legislation" of 
Hawley tariff half a century ago 








Great Depression. - 

rade deficit presentsan buta: 
for legislative attack. US legis- 
may find quite persuasive the ar- 














arming deficit accumulation is 
by protectionism on the part of 
ntries in the Pacific region which 
infestricted access to the Ameri- 














ons on American exporters. 

ey may find persuasive too, the ar- 
nt that blatant violations of US in- 
ial-property rights are at the 
the "competitiveness" of some 
€ region exports. It would be con- 
d adding insult to injury to use pi- 










se US debt. x a 
ne danger lies in ‘the óbyipus re- 





peline project is still up in the. 


tractions, while the contract has 
awarded by the end of this month. 
work is to start on schedule in April | 
o that six fertiliser plants coming | 
yng its route do not have to wait for 


yf US$150 billion) has precipitated. 
me 300 pieces of trade legislation in 


aid to have: pushed the world - 


by industry representatives that | 


rket, but which impose severe re- 


d American technology toput Ame- - 
y labour out of work as well as in- 


ugh a consortium led by Spie- | 
ag of France is the lowest bid- | 






ise to the crisis: ‘squeczin the de- | L. 


* 


protection system for the pipes and set 
up the four compressor stations. Tele- 
communication Consultants . India. 








- (TCD, also state-owned, was to provide. 
-the telecommunications and the. tele- 


supervisory system. 

But the government reversed its de- 
cision and announced in May 1984 that | 
the project would be entrusted to a 


| single block of bidders on a turn- 
` key basis. Scrapping. the earlier tend- 


er, a fresh global bid was ‘floated in 
June. 

Of the four in the field now, Spie- 
Capag (with its Japanese partners Toyo 
Engineering and Nippon Kokko, 
NK) is the front-runner, having offered 
the lowest bid Rs 7.39 billion 
(US$613.3 million). Next comes 
Mexico's Condux with South Korea's 
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Brioiooy transfers 


ficit-makers, reducing drastically im- 
ports from those countries which contri- 
bute disproportionately to the US trade 
deficit; prosecuting alleged instances of 
intellectual- -property violations, and in- 
volving the severe penalty of entry ex- 
clusion — preventing the products em- 
bodying pirated technology from enter- 
ing the US for the next. 50 years. 


_Another element of the response has 
been to have bonds posted on imports 
alleged to be exported to the US below 


cost. of production, 
dumping duties. 


and impose anti- 
the US trade deficit, the remedy may be 
worse than the disease. The trade deficit 


of the. brain drain. Treating the up. 















‘peorge' K. Chackois a professor in. 
systems management with the In- · 
titute of Safety and Systems Man- - 
igement at the University of South- 
ern California. He has taught man- 
agement science in Taiwan. 
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While such measures may reduce ex- 
ports from the Pacific region to the US, 
and reduce the region's contribution to 
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| tential source 


| is no alternative to treating the cause. 


through protectionist measures. 


into opportunity? < 


| cised. World-class technology already 
is a symptom — a symptom of what we | 
. may call trade drain, a term evocative | Time and again, public-opinion polls as- 


| sociate piracy with the Pacific: a 1983 | 






8. 44 billion: The’ Pob quotation is 
from a combine of Canada’s Nova and 
Alberta Corp. and the French firm, 

Majestic ia ce for a bid of Rs 10.49 
billion.. 











also state- e and the prime « con- | 
sultant for the project, have assess- — 
ed the bids and recommended Spie- : 
Capag: | 





jut the battle ds. b cor ling flérces: on 

the eve of the final decision. SNAM 
Progetti is disputing the Spie-Capag 
consortium's competence to bid for the 
contract, because itsays NK is not quali- 
fied. The minimum. experience pre- 
scribed for is laying of at least 1,000 km 
(cumulative) of cross- country pipelines. 
The Nova-Majestic consortium has en- 
dorsed this rompen, 















Trade drain is a triad of instruction, 
invention and innovation. As in a musi- 
cal triad, there is an inherent relation- 
ship among the three elements. While 
the actual positioning of the elements 
varies, the basic nature of their relation- 
ship must hold. When that relationship 
is disturbed, the result is trade drain. We 
may define trade drain as the interna- 
tional imbalance among the elements of 
instruction, invention and innovation. 








he Chinese ideogram for crisis, f BE, 

is made up of f& Bs (danger) and F& & 
(opportunity). The danger lies in treat- 
ing the symptom — the trade deficit — 
The 
opportunity lies in the skilful use of the 
relative strengths in the three elements 
of both the US and the Pacific region. 

How can the danger: ‘be converted 













First, piracy must be formally exor- 





eschews pirates of the Pacific region. 


























study by the US International Trade _ 
Commission estimated that more than 
6095 of counterfeit goods in interna- 
tional trade came from Taiwan. Not 
only the public, but also the major po⸗ 
of high technology i in the 
US, are apprehensive of piracy. 
As Barry B. Lennon, chai: 
the board of directors of IBM 
put it: “The problem is tha 
become an accepte n 























man of 











prune their quotations to retrieve lost. 


ground. Nova-Majestic has offered a Rs 
1.3 billion cut, while SNAM Progetti is 
willing to negotiate a reduction. It ad- 
mits its quotation is on the high side — 
but justifies this by saying that 65% of 
the components it would use will be in- 
digenous. 

Bharat has 


Heavy Electricals 


overseas markets, there is an obvious 
disincentive for local research and deve- 
lopment to grow. What entrepreneur or 
gifted technologist will invest months or 
years of effort with certain knowledge 
that the results of the effort will be sto- 
len within days or weeks of being made 
available for sale?" 

Lennon's comments are particularly 
significant to Taiwan because in 1984, 
IBM accounted for more than a third of 
Taiwan's hi-tech exports; and this year, 
an even higher share is expected. Even 
with the decidedly favourable posture 
towards Taiwan, IBM found it neces- 
sary to prosecute 11 Taiwan companies 
for violation of intellectual-property 
rights. 

A dramatic demonstration of com- 
mitment to respect intellectual-prop- 
erty rights is required. Policy statements 
in general which state that the govern- 
ment condemns piracy have not been 
very convincing. Nor has been the cita- 
tion of a 52% increase in the instances of 
punishment for trademark violations 
between 1982 and 1983. 

Numerically speaking, 100 convic- 
tions of trademark violations in 1983 
drawing two to six months' prison sen- 
tences sound impressive. However, 
they lose their impressiveness fast when 
both the lower and appellate courts in 
Taipei find clear violations of the Apple 
Computer trademark, and hand down 
six-month prison sentences which are 
promptly commuted to fines of NT$22 
(55 US cents) a day of sentence for a 
total of less than a US$100 an offender. 

Instead of the general disavowal of 
piracy, if a specific commitment is made 
in full glare of publicity, involving the 
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cathodic: protection system and ‘the 
compressor stations, while it also fig- 
ures in the three other bids as one of the 
alternative contractors. 

Similarly, TCI is involved in SNAM 
Progetti’s base offer for the telecom- 
munications and supervisory system 
and crops up in two other bids — Con- 
dux-Hyundai and Spie-Capag. SNAM 





face of the Taiwan Government, that 
could lead to the dramatic demonstra- 
tion of the country's intent to protect in- 
tellectual-property rights. 

If Taiwan were to say: "Look, we 
will show you how honest we are with 
intellectual properties. See how XYZ 
company would not rush to licence hi- 
nology which is a three-fold increase 
over any currently available," it would 
be committing its national prestige to 
the project. The world will watch the 
project with bated breath and interest. 


hat would the gains for Taiwan be 
in making such a demonstration? 
For one thing, it would be able to access 
hi-tech which now avoids the country. 
On a scale of 1-100, any company con- 
templating licensing hi-tech to a Taiwan 
company would not rush to licence hi- 
tech with rank 100, its highest level. Nor 
would it want to license teeny in 
ranks say, 96-99. Reserving for itself t 
use of the highest 5% of hi-tech, the 
licensor company could consider licens- 
ing ranks 1-95. 
The top 5% of their innovations is 
what companies with significant re- 
search and development are able to use 


© A dramatic demonstration 
of commitment to respect 
intellectual-property rights is 
required. Policy statements in 


general which state that the 
government condemns piracy 
have not been very 
convincing. 9 





partner, Dodsal, has- | 
considerable experience with pipe-lay- · 
ing projects. 

The rivals are bolstering their bids |) 
with offers of soft credits. SNAM Pro- p 
getti has offered to find a 20-year Italian Ja 
soft loan to meet about half the cost 
and commercial loans for the rest 
Nova-Majestic is holding out a promise 12 
of Canadian- and French-government 192 
aid. 5 
Even Spie-Capag does not p 

want to take chances, and Is, * 
dangling ihe bait of French andy 
Japanese aid to cover the foreign 
exchange part of the cost anji 
Eurocurrency loans for the rupceq ji 
cost. Condux-Hyundai has Jitie? 
to offer in this direction | 

If Spie-Capag is to be dis. 
qualified because NK lacks they 
requisite — pipe-laying experi, | 
ence, the effective com 
tion will be between SNAM E 
getti and Nova-Majestic — Con- 
dux-Hyundai has been regarded 
a distant fourth runner, thought - 
has entered the second-lowest p 
bid. n f 
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effectively in the marketplace. Other in- | L 
ventions still have their uses, which are} 
not at present exploited actively. They ipn 
represent better ways of making pro- 
ducts, albeit not as profitably as t 
ranks 96-100. To protect the market o 
the top 5%, the remainder is figurae dd 
tively locked away in the companys ji 
vaults, so as not be incorporated in com- T 
petitive products. 
Just which technology company will 

be willing to licence to company B will 1 
depend on B's reputation and capabil- f 


* 


ity. Quite often the observation is made 
by hi-tech companies that Taiwan and 
other newly industrialising countries do; 12 
not have the capability to use higher 
levels of technology. 
Licencee companies must be pre- 
pared to adopt technology as part of this, T 
new deal. Suppose company A licences , 
hi-tech at rank 45 to Taiwan. If the per- ‘| 
sonal computer is at rank 100, the, 
keyboard ranks about 45. The adapta- 4 
tion would consist of making say, a Ji 
Chinese keyboard from the English | 
keyboard licensed under the new pro-. 13 
cess. To adapt, it becomes critical that, 
the Taiwan company knows much more - 
than merely assembling given compo- T4 
nents. The incentive to adapt the 7 
keyboard is simply that the Taiwan T 
company could open up a whole new 
market in Chinese keyboards. Inven- | 
tion is converted into innovation. 
Marketing is admittedly not well-de- 14 
veloped in Taiwan. For company B to 
invest time and talent in developing a 13 
market plan and to implementing it, a 7 
one-off licensing of middle-level tech- | 
nology would be hardly worth the trou- 
, 
' 
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ble. If, however, the Taiwan company ; 
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ne technology transfer, a sliding 
of payment for increasing exports 






Bivoursble turn in "o s bal- 
ance-of-payments figures in Novem- 
1as brought a glimmer of optimism to 
tchers of the economy. The improved 
rformance is reflected in a slight firm- 
g of the Australian dollar and easing of 
ast rates. — 
But with monthly external-account 
gures fluctuating widely, it will be 
time before any confident predic- 
ons are made that Australia is reduc- 
$ severe current-account deficit — 
40.3. billion. (US$7.03 billion) or 
?o of gross domestic product in the 
o June 1985. Falling oil prices also 
medium-term shadow on both ex- 
and government revenue. 
deral Treasurer Paul Keating re- 
ncomfortably poised between a 
med at continuing high econo- 
rowth (4.5% predicted for the fis- 
to June 1986), with domestic 
'Ssures dam Apa by an indexa- 
ment with trade unions (the 
and the. corrective mechan- 
floating currency. 
1 the extreme difficulty of per- 
ing trade unions to discount half- 
wage adjustments for that part of 
n caused by currency deprecia- 
inberra has been trying to sup- 
he dollar and dampen in ationary 
ures with a credit squeeze. 
ith commercial-bank lending rates - 
business nudging just under 20% in 
December (and the differential 
rates a historically wide 10% or 
obert Johnston, governor of the 
Bank (the central bank), was 
the obvious when. he described 
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technology (provided it was. serious 
about protecting intellectual-property 
rights). It would be rewarded for raising 
its level of technology by converting in- 
ventions into innovations, and for be- 
coming a technology broker for the 


Pacific region. It would be stimulated to - 
develop marketing skills in hi-tech, and 


given an incentive to develop its own 
markets for new products it chose to de- 
je using the continually increasing 
levels of technology. And Taiwan would 
improve its international image. 

Would US hi-tech firms consider it 


Current- 
account 
balance 


Net 


Trade i 
| invisibles 


balance 


cents and 59 on the Reserve Bank's 
trade-weighted index. The high interest 
rates helped pull the local dollar back to 
around 68 US cents and 61 on the index, 
a position which was reinforced by the 
improved November current-account 
deficit of A$758 million. 


Confounding an assumption in the | 


August budget for 1985-86 of 68 on the 
index and a modest rise in the year's cur- 
rent-account gap to A$10.7 billion, the 
external account and the dollar are still 
weak. 


pne major problem, according to in- 
dustry analysts, is that the expected 
import substitution resulting from the 


20% dollar depreciation earlier in the- 


year is slow to occur. Local manufactur- 
ing, severely rationalised over the past 
decade, was already working to capacity, 
while so far at least, many overseas 
competitors have absorbed the currency 
change into existing prices. That means 


g un 
National C hengchi Unive 
have had the opportunity t 
from interviews with top management 
of 10 companies in the leading export in- 
dustries, what specific technologies they 
consider critical to their corporations. 

A list of 15 technologies they consi- 


-dered critical, but which could not cur- 
rently be obtained owing to the piracy 
image, was developed. IBM Taiwan for 


one indicated willingness to provide 
several of the technologies — under the 
right conditions. So I believe the wil- 
lingness is there on the part of poe 
licence firms. : D 


— Ad Keating. himsel 1a 

ted that the present Borrowing Sq — 

if prolonged, would be powerful enough 
“to stop Halley’s Comet.” 

Existing exporters, who mainly 
quote in US dollars, have benefited. In 
the first contracts agreed for the Japan- 
ese 1986 fiscal year (Stain x April) Aus- 
tralian coal shippers have agreed to cuts 
of around 8% in the US-dollar price and 
some volume cuts — conceding about 
half the benefits of the Australian dol- 
lar's depreciation: 

Domestic demand has been growing 
strongly, with retail sales up 3 9% in the 
September quarter on the previous 
quarter, and motor-vehicle registra- 
tions up 9% in the year to October, 
though the growth rate was slowing. 
Demand for private housing has 
reached a plateau, but high enough to 
sustain vigorous building activity for 
some months to come. 

This high consumer demand has 
been a strong component of GDP 
growth (which. measured 5.7% in the 
vear to September) and has helped 
sustain import demand. A general 
3.8% wage adjustment granted in 
October and the Christmas season 


will keep spending up in the December 


quarter. 

A continuation of high interest rates 
will inevitably - dampen consumer 
spending. More worryingis the subdued 
level of business investment, which re- 
corded a real increase of only 1.3% in 
the year to June. The National Austra- 





lia Bank sees little hope of an improve- 


ment this financial year, and counts it “a 
serious source of concern” i in the light of 
good corporate profits. — 

Keating is hoping for improved ex- 
ternal accounts in the early months of 
1986. Ef this does not happen, he will be 
forced to ease the monetary brakes, let 
the dollar fall, and pressure unions | from. 
more wage cuts, ' 1 
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Strong Statistics and 
Solid Support Spell 
Success for the Future 





s 1985 comes to a close and 
the year-end assessments 
are made, one fact will stand 
out — the Republic of 
China continued to enjoy strong, 
stable economic growth. In a year 
that has seen a rise in international 
trade tensions, increasing foreign 
debt and falling growth rates, the 
nation's healthy economic statistics 
stand as evidence of the success of 
current government planning. 
While the overall arowth rate is 
down somewhat from the 10.9% 
of 1984, the pre- 
dicted 5% is sub- 
stantially higher 
than most other 
developing na- 
tions. In fact, a 
recent interna- 
tional report 
ranked the Re- 
public at number 
six when com- 










nations in terms 
of overall economic growth. When 
compared to other developing 
countries, it emerged in the top po- 





pared to all other | 


sition, a clear indication of the | 


underlying strength of the econo- 
mic sector. 

Looking to the year ahead, all in- 
dicators point to even greater suc- 
cess. The opening of a portion of 
the Taipei World Trade Center 
Mart, strong investment figures, 
healthy tourist numbers and new 
economic incentives augur well for 
another year of sustained growth. 
The Cinderella story of Taiwan's 
growth and development continues 
to impress the world community. 
Forging a well-laid foundation for a 
prosperous and stable society, the 
future is now in the Republic of 
China. € 


Taipei city ceritre: high arowth rate. 
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We Stand Ready to Help You 


Whatever your banking 
requirements— commercial or 
financial, national or 
international, Bank of Taiwan 
takes all the trouble to 
meet them. We have branches in 
every Taiwan population 
center and over 2,200 
correspondents worldwide. 
We're experienced, reliable and 
helpful, with a great 
deal to offer. 
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P.O.Box 305, Taipei 10036, Taiwan. ROC 
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Telex: 11201, 11202 11637 27500. 27501. 21084 

SWIFT: BKTWTWTP 
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Chairman: S.C. Liu President. J T. Hsiel 
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STRONG STATISTICS 
SPEAK FOR THEMSELVES 


erving as an important barometer to the economic 

climate, statistics forecast a generally positive picture 

for the Republic of China. In trade, the mainstay of 
the economy, figures showed fourth-quarter gains, with 
November's exports growing by 3.89% over October s. 

There was continued growth of exports in the information 
industry, the all-important area that is concerned with the 
manufacture of high-technology equipment. The Institute 
for Information Industry reported that the export value of hi- 
tech products rose 27% from January to September and 
should average about 30% over the annual figures for 
1984. 

Foreign investment continued to be strong, a positive sign 
of investor confidence in the future of the nation. By the end 
of October the Ministry of Economic Affairs reported growth 
gains of 38.69% to US$508.5 million with an additional 
US$50 million under consideration by the government. Du 
Pont has committed US$160 million for a titanium dioxide 
plant, the largest single foreign investment to date. 

John Ni, the Director-General of the Industrial Develop- 
ment and Investment Centre, points to a favourable invest- 
ment climate as a major reason for the continued growth. 
"We are in the front of the world in this area,” he states. 
While conceding that other countries such as South Korea 
are improving their investment environments, he feels that 
Taiwan is not resting on its laurels. "We're trying very hard 
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Electronics factory: hi-tech boom. 
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to improve our situation, so our investment climate will be 
even better than before.” 

What are these improvements? The government is work- 
ing to change the current foreign-currency requirements 
concerning letter-of-credit (LC) transactions. Previously, 
the laws called for companies to open an LC on all ship- 
ments, both in and out. The new idea calls for a netting pro- 
cess whereby imports and exports are recorded and the dif- 
ference between the two is used to calculate the figure owed. 

A new proposal also being considered is the removal of a 
10% tax on the retained earnings exceeding 200% of hi- 
tech companies. And in another important step, the govern- 
ment is considering allowing branch companies of foreign 
multinationals to manufacture in Taiwan. These are just 
some of the measures being pursued to further enhance the 
strong investment environment of the nation. € 


TAIWAN, ISLAND PROVINCE OF 


As a vacationland of many- 
splendored loveliness, Taiwan is 
ideally located in the far western 
Pacific at the crossroads of Northeast 
and Southeast Asia. The island is 
served by 13 air lines, and stopovers 
between the two regions involve no 
extra air fare. 

Highlands cover two-thirds of 
Taiwan which has 62 peaks more than 
10,000 feet tall. The tallest is Yu Shan 
or Jade Mountain, 13,114 feet high- 
the loftiest peak in Northeast Asia. 

Among its numerous attractions, 
the island offers the luxury of world- 
class international hotels; the myriad 
delights of the world's choicest 
Chinese cuisine; and an excellent 
transportation system that makes all 
places of interest easy to reach. For 
instance, a round trip from Taipei to 
the 12-mile-long Taroko Gorge, one 
of the greatest natural wonders on 
this planet, can be made between 
morning and evening. 

Among the island’s paramount 
attractions is the fabulous National 
Palace Museum in Taipei which 
houses the most extensive individual 
collection of Chinese art treasures in 
the world. 

One thing more to remember: 
Taiwan ranks with the best anywhere 
as a shopping center. 
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Along with the Asian games, visit Taiwan. 
NO TRIP TO OR WITHIN THE FAR EAST IS 

COMPLETE WITHOUT A VISIT TO TAIWAN; SO 

COME QUR WAY FOR A WONDERFUL STAY 


For information write to the Tourism Bureau, 9/Fl. 280 Chunghsiao E. Rd., Sec. 4 
(or P.O. Box 1490), Taipei, Taiwan, Republic of China 
Cable:ROCTB TAIPEI Telex:26408 ROCTB Tel:721-8541 





THE WORLD TRADE CENTER 


OPENS TRADE DOORS 
TO THE FUTURE 


erhaps one of the most important keys to continued 
pes is the opening of the massive Taipei World 

Trade Center. Occupying a site area of some 
66,000m?, the trade centre is the most ambitious building 
scheme of its kind in the Republic of China. Careful plan- 
ning and thorough investigation of all major existing trade 
facilities around the world will make the centre the most 
modern exhibition structure in Asia. 

The first major section of the project, the Exhibition Com- 
plex or Trade Mart, is scheduled for completion on 31 De- 
cember 1985. Built at a cost of US$138 million, this facility 
will replace the existing exhibition centre located at the 
Sungshan domestic airport. The seven-storey complex has 
already booked 30 exhibition shows for the new year. 

The first floor is designed for these short-term exhibitions 
and contains ground space for more than 1,300 display 
booths. The second to seventh floors will house 1,069 per- 
manent trade shops for both domestic and foreign interests. 
As of 1 September, approximately 8095 of the showrooms 
had been rented out to local 
trading companies. The 
seventh floor has been exclu- 
sively designed to offer shop 
space to foreign firms in- 
terested in exporting to 
Taiwan and the neighbour- 
ing region. 

A centre of this magnitude 
offers many advantages for 
both the participating trading 
groups and the country. Cen- 
tralising trade interests in one 
convenient area that offers 
the most up-to-date com- 
munications network and 
service facilities ensures a 
steady flow of business in- 
terest. The China External 
Trade and Development Corp. has worked in close coope- 
ration with other government bodies to promote the com- 
plex across the globe. 

The other stages of the complex include a de luxe hotel 
built by the Apollo Group of Singapore. This 1,022-room 
hotel will be managed by the internationally renowned 
Meridien group of France. The hotel is scheduled to open in 
September 1987. 

The third portion of the project is the World Trade Build- 
ing. This 34-storey tower will house not only the offices of 
the Taipei World Trade Center but will accommodate 
foreign consulates and trade offices as well as other trade 
and travel enterprises. 

The final portion of this ambitious undertaking is the con- 
vention centre, which should see initial construction by the 
end of this year. The centre will greatly enhance Taipei's po- 
sition as a Far East meeting site with its seven floors, main 
convention hall (seating 2,500) and 38 additional meeting 
rooms. 

The Taipei World Trade Center represents a commitment 
to the future growth of the nation. A vote of confidence for 
current economic planning, it should consolidate Taiwan’s 
position as one of the leaders of Asia’s emerging economic 
powers, @ 








A World 
Leader in 


Cement 
Production 


Apart from meeting domestic demand, 
the TCC now exports cement to major 
development areas in the Middle East, 

India and Southeast Asia. 


With its advanced production 
technology, it is the only cement: 
producing company on the island 
exporting its know-how to countries as 
for afield as Indonesia and Panama. 
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TAIWAN CEMENT CORPORATION 


Head Office: 

115 Chungshan Road North, Section 2. Taipei. Taiwan 104, Republic of China 
Telephone: 5418211 — 5418219 (Foreign Dept. 5513949, Sales Dept. 5418374) 
Cable Add.: CEMTWAN' . Taipei. Telex No.: 22352 CEMTWAN 
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EVERGREEN 


Serves You Worldwide 








National Palace Moses treasure trove. 


THE TREASURES OF 
CHINESE TOURISM 


T ourism has been another vital key to the development 








of the Republic of China. Long known for its scenic 

beauty (the Portuguese called it Formosa or beautiful 
isle), the country has gained prominence for two other im- 
portant reasons. 

As a repository for Chinese culture, the nation stands 
second to none. Nowhere else on earth can the visitor 
enjoy the rich artistic and cultural traditions of a society 
steeped in 5,000 vears of history. The National Palace 
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EVERGREEN MARINE CORP. 


Museum contains a treasure trove of artistic wonders * 
that draws interested visitors from around the world. 


Taipei(02)5614121 Tokyo(03)6898186 London(01)8286823 
ur New York(212]5241400 Los Angelesi213)5196800 


Art, both ancient and modern, also flourishes in shops 


and galleries located throughout the 
city of Taipei. 

But the culture does not just rest in 
the confines of galleries and museums. 
Taiwan is the living embodiment of 
Chinese culture. Be it the colour and 
pageantry of Peking Opera, the 
piquant flavours of Szechuan cuisine or 
the warm hospitality of its people, 
Taiwan has it all. 

The growth of the tourism industry 
has also marked a new tradition in hotel 
excellence. Today, the city of Taipei is 
home to several first-class hotel 
facilities that enhance the comíort of 
any visit to Taiwan. Service, part and 
parcel of the tourism industry, has also 
won the praise of visitors to the coun- 
try, while the culinary reputation of 
Taipei's Chinese cuisine has earned it 
the distinction of being considered the 
best in the world. 

The Tourism Bureau of the Republic 
of China has worked diligently to pro- 
mote the image of modern Taiwan as 
both a commercial success story and a 
lovely tourist destination. A proposal to 
grant a 72-hour visa at the CKS Inter- 
national Airport for visitors is currently 
under consideration, a measure which 
would further enhance the country's 
visitor appeal. No longer just another 
stop on the tourist itinerary, the Repub- 
lic of China is an exciting destination 
eagerly sought out by visitors. € 
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YOUR PERFECT BANKING 
PARTNER IN TAIWAN 


The International Commercial Bank of China is 
your full-service banking partner in Taiwan and 
throughout the world. With over 70 years of 
experience and assets of more than US$3.3 billion, 
we have what you need. For deposits, loans, trade 
financing, securities transactions, or offshore 
banking, ICBC is the bank for you. 
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HEAD OFFICE: 100 CHI-LIN ROAD. TAIPEI, TAIWAN ROC. Telex: 11300 Tel.: 563-3156 
(50 Lines) BRANCHES: LOS ANGELES, CHICAGO, PANAMA, COLON, TOKYO. 
OSAKA, BANGKOK AGENCY: NEW YORK REPRESENTATIVE OFFICES: HOUSTON 
BAHRAIN, MANILA, PARIS SUBSIDIARIES: INTERNATIONAL COMMERCIAL BANK OF 
CATHAY (CANADA), THE CHINESE AMERICAN BANK (US A ) 
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Wnply the laws of nature at work. 
e Chinese premise of Yuan Fen claims their 


coming together to be pre-destined. 


om, 


DYNASTY BUSINESS CLAS 


Everything first class should be, 
except expensive. 


In our Dynasty Class you sit in wide first c 
f leg room. There are free drinks, and 


Decause we treasure each encounter 
respectful service that has its heritage 


lass sea 
i ChOICt 
|j Il find ther: 
n 5000 5 


class I Irt 


tradition 
All this for the price of a full econ 
' consider the vt 


can we charge you extra for luxury wt 
should provide. We treasure each encounter 
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It’s noteworthy that 21 countries have , Norway, the People’s Republic of China, 
ordered the world’s most advanced switching South Korea, Spain, Switzerland, Taiwan 
system, ITT System 12" (China], Thailand, Turkey, Venezuela, Yugo- 

But even more noteworthy is that over 150 slavia, and Zaire. 
systems worldwide will have been handed over Not to mention the U.S.A. 
by the end of the year. And they are being Telephone administrations in all these 
cut over at the rate of more than three a week. countries face a common need. 

That's the equivalent of 850,000 opera- They need telephone equipment that has 
tional lines delivered to PTTs—out of the 12 the flexibility to cope with growing popula- 
million equivalent lines these countries ordered tions and the on-rush of new demands for reli- 
from us. able service. 

And what a diverse list of countries they are, Clearly, System 12 with its patented, fully 
these purchasers of System 12: distributed control is providing them with the 

Belgium, Chile, Denmark, Finland, the answer. 

Federal Republic of Germany, Italy, Mexico, Not just for now, but well into the 21st 
Nepal and the Netherlands. century. 


hh ANGEL smn AI 4 ttm, 
Ee MOI" ANS in 2 A ee a 
-— MB NN" s. SP eee UN un 
WP GEO UD A6 eee ee O 





1985 [TT Corporation, 320 Park Avenue, New York, NY 10022 


Goh Keng Swee 
-more, should heed such complaints. 


@ THE Singapore Government prides 


itself on being “tough,” especially with 


ji. anyone who infringes its manifold rules 
|. word tough (as the meritocratic elite at 
j| the top of the ruling People's Action 
| Party will be aware) is “flexible but not 


egulations. One definition of the 


rittle." Flexibility is certainly one qual- 
t which the Singapore leadership 
ieeds now to guide the republic through 
at looks like being a protracted and 
vere period of economic adversity.. 


| . Yet there is scant evidence that it 
exists, judged by the blunt and crude 
| reaction of the Monetary Authority of 
Singapore (MAS) to the recent crisis 
: centring on the Pan-Electric group 


and 
embroiling the stockbroking and 
ing community. Adversity breeds 


| toughness, but if it does not also engen- 
_ der a willingness to learn from past mis- 
takes then it amounts to no more than 


obstinancy. The MAS badly needs to 
learn a lesson in humility from what has 
happened over the past few weeks. 
No doubt there are those within the 
MAS, and within higher echelons. of 


government, who will be enraged by 


Shroff's daring to question the omnisci- 
ence and infallibility of the republic's fi- 
nancial mandarins. They may write it 
off as another example of anti-Singa- 
pore prejudice from Hongkong. That 
would be a pity because, with all due 
humility, Shroff can claim to be speak- 
ing for Singaporeans who say they have 
been pushed to the limit by the bullying 
tactics of the MAS and now 
want to see "things said for 
those who cannot say them 
themselves." 

These are not the "left- 
ist" political dissidents 
whom the government has 
harried for so long. They 
are mature and respected 
members of the financial 
community — both Singa- 
poreans and foreigners alike 
— who argue that the “sti- 
fling" atmosphere of con- 
trol created by the MAS 
“has to go." Prime Minister 
Lee, and his former deputy 
even 


Even as the Singapore economy has 
slipped further into recession and pros- 


pects for the financial sector have de- 


clined, the MAS has if anything shown 
an increasing tendency to treat bankers 
and financiers with scorn — to treat 


them as one put it to.Shroff “like little 


schoolboys.” Now it is treating 
stockbrokers in much the same cavalier 
way in the wake of the Pan-Electric af- 
fair (REVIEW, 12 and 19 Dec.). | 


Such arrogance might be justified if | 


ank- 


| 
| 


Goh: failed policies. 


e FOREIGN institutions will, quite - 
soon Shroff suspects, be prepared to tell - 


Hongkong | 


explosion 


the MAS could claim that its own record 
of financial supervision was as water- 
tight and effective as its overbearing be- 
haviour suggests. It is not. The MAS 
had ample opportunity to scrutinise the 
books of both bankers and stockbrokers 
alike and see what inordinate amounts 
of securities financing was building up 
on the back of so-called forward share 
contracts and buy-back agreements. In 
recent times it has taken away 


| mits that the political) 


Hongkong does 


| up stumps from: 
; just about) Brit 
| leave Singapore t 


It is not only B 


| should be worr 


three-day clos 


Kuala Lumpur) sig 


piecemeal from the Stock Exchange of | ! € 
| exposed brokers. | 


Singapore and the Securities Industry 
Council the power to police the securi- 
ties industry. 

At the same time it has disdained the 
sort of informal and friendly dialogue 
which used to exist between the MAS 
and the financial community in general 
(including the stock exchange) and 
which is as much a part of prudent 


supervision as is rigid adherence to | 


statute or administrative rule. 

Much of the blame for all this can be 
laid at the door of MAS deputy chair- 
man Goh whose influence pervades the 
institution still, despite the appointment 
of Richard Hu as chairman, and whose 


low regard for bankers is almost legend- | 


ary. If Goh's policies in this regard have 
manifestly failed to achieve the desired 


end of effective supervision, how much | 


less justified are they in his junior lieut- 
enants in the MAS who, bankers say, 
behave like “little Gohs.” 

Foreign bankers do not enjoy being 


shoved. around by the MAS any more 


. than do local ones. But so 
long as there was business 
to be done in Singapore 
they put up with it. 
the dissidents among their 
own ranks areí growing. 
Just about every category 
of lending opportunity in 


Singapore — from offshore 


financing to property and 
trade finance — is drying 
| up. That largely explains — 


even if it does not justify — 


the banks' headlong rush 
into financing dubious 
kinds of securities deals 
and brokers’ willingness to 
put their names to them, 


the MAS just what it can do with its reg- 


ulations and strictures if it does not | 
mend its ways. A number of them are al- 


ready provine recalcitrant over keeping 
credit lines open to brokers as the MAS 
has more or less ordered them to. Banks 
are speculating seriously over whether 
Asia does not already have too many fi- 
nancial centres with Tokyo and even 


low: | id dates, collapsed 
| of more than S$100 million (t 


forts were made t 
support package f 


no effort was made b 


| plain to the overses 


which Singapore w 
ously wants to.bei 
management cem 
The we-knov 
agam in evidenc 
be in so mam 
Singapore ~~ al 
ers question Tous 
singapore really is interested it 
enterprise society for business al 
than it is in a genuine political: 


cracy. Not even the mighty New. 


Stock Exchange dared close its d 


during the great crash of 1929, & 


though it must have been tempt 


Singapore may live to rue its preci 


action: unit-trust and pension-fund: 
tees have long memories and they. 
not afford to invest in any market w 


acts with such apparent arbitrariness 


€ SINGAPORE'S regulators are bs 
means infallible, as events predatim 


Pan-Electric debacle have shown i 
clearly. In January, Chop Hoo’ 
dealing in such diverse exoti 
abalone and dates, collapsed w 


million) in what the Singapore À 
newspaper termed “the biggest 
fiasco in Singapore's history." 
Banks and other institutio 
everywhere of course. whet! 
Hang Lung Bank or Overse: 
Bank in Hongkong. Johnson X 
Bankers in Britain or whatevi 
until this year, the MAS could. 
with apparent justification that it 
not happen in Singapore. Now 


MAS assertion that all that is ne 


the wake of the Pan-Electric affai 
further dose of regulation (for bi 
can be seen as empty as well as ins 
able, 

Self-regulation by itself 
enough for a financial communit 
the recent problems of the City of 
don demonstrate. But if self-regu 
is stamped out altogether, as the 
seems bent on doing, then « 
the self-motivation which Lee's ew 
Lee Hsien Loong, who is 


Sydney joining the traditional ranks of | future architect of economic. ret 
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A stitch (maybe) in time 


Pan Electric gets a rescue package but problems remain 


By James Clad in Kuala Lumpur and Rodney Tasker in Singapore 


alaysian Chinese Association 
(MCA) president and business ty- 
coon Tan Koon Swan bought precious 
time on 11 December when Pan-Elec- 
tric Industries’ 32 creditor banks agreed 
to defer repayments on the company’s 
approximately S$360 million (US$169.4 
million) indebtedness for three months. 
But the agreement by no means signals 
the end of problems surrounding Pan- 
Electric and the stock exchanges of 
Singapore and Kuala Lumpur, plus the 
local broking and banking sectors. 
Under the agreement between Price 
Waterhouse, acting as official receiver- 
manager at Pan-Electric and Tan, 
whose indirectly controlled Sigma In- 
ternational owns 22% of Pan-Electric, 
the banks agreed to a loan-payment de- 


| ferral and to a moratorium on legal ac- 


tion for recovery against the company. 
There are a number of conditions at- 
tached. 

Part of the package requires Tan to 
on a total of S$40 million into Pan- 
Electric by 31 March 1986. Price 
Waterhouse has already frozen S$27 
million of funds (from a previously at- 
tempted rescue), which means that he 
has to come up with a further S$13 mil- 
lion by the agreed deadline. 

Tan must also assume liability for all 
forward share contracts now held by 
subsidiaries (some of 


in Tan's Grand United Holdings 
(GUH) and in its subsidiary Supreme 

rp. The $$40 million Tan has agreed 
to inject into the Pan-Electric group is 
understood to represent sums Pan- 
Electric has already had to pay out 
on margin against these foward con- 
tracts. 

If Tan can unravel these various for- 
ward contracts by the end of next 
March, he will be granted a further six 
months’ moratorium on repayment of 
Pan-Electric’s debts, both principal and 
interest. Although it is far from clear 
just how much personal responsibility 

an bears for the contracts being put 
into Pan-Electric in the first place, he 
stands to lose up to S$60 million on 
liquidating them because of falls in the 
market price of the securities con- 
cerned. 

A successful resolution of the for- 
ward-contracts issue depends very 
much on Tan’s negotiations with key 
Chinese financiers and others behind 
Unico Holdings, a guild-based invest- 
ment-holding company capitalised by 
public subscription late last year 
(REVIEW, 24 Jan.). Unico (with about 
M$49 million [US$20.2 million] in cash 


and almost no liabilities) has decided to 
buy into GUH. 

Meeting on 10 December, Unico's 
board approved a "letter of intent" is- 
sued a week earlier (REVIEW, 19 Dec.) 
for the purchase of GUH. Despite 
rumours suggesting a strong difference 
of opinion between Unico's executive 
chairman Datuk Wong Tok Chai, 
Unico's chairman (and Sarawak-based 
timber magnate) Tan Sri Wee Boon 
Peng said merchant bankers would 
shortly be appointed to examine GUH's 
assets. Unico will buy “at least" 30% of 
GUH, he said. 

Tan is believed to hold about the 
same amount of GUH directly, and 
another 20-24% through nominees. 
There is intense speculation about the 

rice — monetary and political — that 
nico's backers might wish to extract 


= 
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KLSE: worries not yet over. 





from the newly elected MCA leader. 
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Tan told the REVIEW the Unico move 
was à spontaneous gesture of support 
for him, though he also saw it as an 
example of Malaysian Chinese busi- 
nessmen coming to the aid of the party 
(the MCA). Negotiations with the group 
were still at an informal stage, he added. 

The REVIEW understands that some 
board members, while reluctantly ac- 
cepting Wee's advice that the purchase 
was a vital “confidence-restoring 
move," nevertheless counselled great 
caution in reviewing GUH's asset posi- 
tion. The deal rides on participation by 
other Chinese financiers, such as 
Robert Kuok and Datuk Khoo Kay 
Peng, and it also seems clear that 
another condition is Tan's relinquishing 
of all corporate positions in GUH — 
and its subsidiaries — should the sale 
proceed. Beside Supreme Corp., 
GUH's indirect holdings include the 
Pan-Electric saddled Sigma and Growth 
Industrial Holdings. The government 
has given Unico — and Wee — strong 
backing for the bail-out. 

Meanwhile, 4,500 Malaysian and 
Singaporean small shareholders in Pan- 
Electric attempted without success to 





High flyer takes a dive 


Questions loom over Promet's health amid an ownership struggle 


By James Clad in Kuala Lumpur 


I" the aftermath of the stockmarket's 
suspension and later nosedive on 5 
December (REVIEW, 19 Dec.), nervous 
investors have been looking more 
closely at the health of many com- 
pou including some of Malaysia's 
est-known business success stories. 
Attention now centres on the publicly 
listed shipyard fabricator and tourist-re- 
sort developer Promet, whose shares 
have slid from nearly M$2 (82 US cents) 
earlier this vear to 70 M cents in recent 
weeks. 
Once an institutional investors' darl- 


ing, Promet now wrestles with problems 
caused by lagging petroleum explora- 
tion and lengthening pay-off time for 
commitments elsewhere — such as its 
investment in the giant Langkawi island 
(north of Penang) tourism-develo 
ment project. Returns from the M$1 
million spent so far in oil —— off 
China (REVIEW, 28 June '84) are slow in 
coming. Profits fell 66% (to M$14.46 
million) in the first half of 1985. 

Now a fierce ownership tussle be- 
tween its two principal mentors has sur- 
faced. Managing director (and largest 
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Waterhousi 
company’s financial position, and small 
shareholders’ spokesmen from Singa- 
pore threatened a (rarely successful) 
class-action suit against Pan Electric's 
directors. VEA 

Despite surface calm at the local 
stock exchange, Malaysian brokers re- 
main fearful that the near-collapse of 
the marine-salvage, property and hotel- 
based Pan-Electric has choked off credit 
lines to other beleaguered companies, 
both locally and in Singapore. Atten- 
tion in Kuala Lumpur has focused 
strongly on companies which have run 
into severe cash-flow problems. 








| A Gough it is clear that the Singapore 

Government, via the Monetary 
Authority of Singapore (MAS), is an- 
xious to refloat Pan-Electric — not only 
with a view to saving the company but 
also to shore up the stockmarket's shat- 
tered image — corporate observers are 
far from sanguine. Even if Pan-Elec- 
tric's forward contracts are effectively 
wiped out, it will still face a cash-flow 
problem at a time when business for- 
tunes are lean indeed in Singapore. 


THE STAR KUALA LUMPUR 








shareholder) Brian Chang is resisting a 
takeover bid by company chairman 
.| (and politically well-connected member 
.| ofthe Pahang nobility), Tan Sri Ibrahim 
| Mohamad (REVIEW, 19 Dec.). Ibrahim 
wants to inject into Promet his substan- 
| tial holdings (about 20%) in one of Ma- 
| laysia's better-off property companies, 
Selangor Properties. Sources said Ib- 
rahim, whose personal relations with 
Chang are said to be poor, has offered 
M$1 a share — giving Chang about 
M$115 million. 

Ibrahim's direct equity in Promet is 
believed not to exceed 5%, while 
Chang's holdings are thought to reach 
35% or more. The picture is not that 
straightforward, however; Ibrahim can 
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to creditor banks on the 
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that certain property companies will be 
the next to fail if the current economic 
downturn continues. 

Meanwhile, Singapore stockbrokers 
are apprehensive about the plight of the 
major brokerage companv. Associated 
Asian Securities (AAS), whose man- 
agement has been taken over by the 
Stock Exchange of Singapore in the 
wake of the Pan-Electric affair. A hand- 
ful of other stockbroking companies, in- 
cluding J. Ballas and Co., of which 
Prime Minister Lee Kuan Yew's 
brother Freddie Lee is a senior partner, 
are known to have forward-purchasing 
contracts with AAS. If AAS is deemed 
to be unsalvagceable, and therefore un- 
able to draw on the S$180 million 
emergency "lifeboat" insolvency fund 
set up by stockbrokers and banks after 
the Pan-Electric failure (REVIEW, 12 
Dec.), brokerage companies with for- 
ward contracts with AAS may not be 
able to look to the fund to restore their 
losses. 

On the Kuala Lumpur Stock Ex- 
change (KLSE). chairman Abdul 
Razak failed in his bid to secure re-elec- 
tion as a member of the KLSE commit- 
tee on 15 December. He was replaced as 
chairman by Nik Mohamed Din bin 
Datuk Nik Usoff, of OSK and Partners. 

Meanwhile, Malaysian Airline Sys- 
tem (MAS) shares made their debut on 
the Kuala Lumpur Stock Exchange on 
16 December, after a delay of one week 
owing to the closure of the exchange in 
the Pan-Electric crisis. The new counter 
met with a less than enthusiastic wel- 
come from the market in a day of slug- 
gish trading. After opening at M$3.50 
— nearly twice the issue price of M$1.80 
— the shares sank to MS1.95 before 







closing at M$2.45, indicating a price/ 
| earnings ratio of 7.6 according to one 
broker's estimate of the airline's vear- 
end results. Trading in the shares total- 
led 2.4 million units and accounted for 
nearly a third of turnover on the ex- 


change that day. 


Promet, and also from other bumiputra 
(indigenous Malaysian, mainly Malay) 
shareholders. 

Behind these negotiations loom 
questions about the company's indebt- 


edness. On 10 December, Ibrahim 
acknowledged this had reached, “at 


most," M$270 million — rising from a 
notation of M$232.75 million in unsec- 
ured debts in the company's ledgers at 
the end of 1984. But Ibrahim sees little 
to worry about. “Some companies with 
gearing as high as 1.5-2 are still doing 
well," he said. “Our gearing is only 
0.7," he added. That may be, but in the 
current climate, banks and other major 
investment funds (such as Permodalan 
Nasional, Malaysia's flagship bumi- 


often rely on support from another Pe ilt os ration) are increas- 
major shareholder — the Kuwait In- | ingly wary of b into problems, real 
vestment Office — which owns 15?5 of | or imagined. M o 
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in Hongkon 


A share sale in Hongkong will 
help the Malaysian major 


By Robert Cottrell in Hongkong 
M? Sime Darby Bhd (SDB) f 
will boost profits in an otherwise — 
bleak-looking year through a public sale | 
of shares in its — subsidiary, | 
Sime Darby Hong Kong (SDHK). The 
offer, of new and existing shares, values 
SDHK at HK$769.2 million (US$98.6— 
million) and will place 25% of its en- 
larged equity in public hands. » 
SDHK’s main business is distribut- — 
ing cars and commercial vehicles. Ht also 
operates property, engineering and | 
China-trading divisions. The p ey 
public relisting represents a policy turn- 
around by SDB, which bought control — 
of SDHK — then called China En- 
gincers — in 1972 when it was a publicly 4 
listed company and took it private only - 
six years ago. | 
Sime Darby (Far East), à wholly | 
owned subsidiary of SDB which is the 
immediate parent of SDHK, is offering - 
78 million SDHK shares to the public. A 
further 39 million SDHK shares are — 
being newly issued in order to make a — 
total of 117 million shares, priced at 
HK$193 million, available for sale. The — 
shares are being offered at HK$1.65. — 
each, representing a prospective di- 
vidend yield of 8.5% and a multiple of — 
8.8 times this year's forecast earnings. ` 
SDHK’s gross assets include a property — 
portfolio revalued on 22 November at - 
HK$450 million. Its stated post-issue 
net assets of HK$416.4 million are equi- f 
valent to 89 cents a share. in 
The issue price values the 75% of f 
SDHK to be retained by SDB at 1 
HK$577 million, more than twice the | 
HK$269.6 million book net worth f 
shown by SDHK on its 30 June balance- — 
sheet. SDB stands to realise a surplus of - 
almost HKS$SO million over book net - 
asset value on the shares which it is sell- f 
ing. The actual profit recognised from 
this transaction in SDB's 1986 accounts 
will depend on its own previous valua- f 
tion of the SDHK stake (a figure not 1 
broken out in SDB's annual report). | 
SDHK is forecasting strong earnings f 
which, taken together with the flota- 
tion, mean it may prove SDB's major T 
profit contributor during 1985-86, Ta 
though it provided just 27% of last 
year's group net earnings. SDHK saysit 
expects to earn HK$54 million in the 
year to 30 June, compared with HK$75 
million in 1984-85 and HK$20.6 million 
in 1983-84. SDB reported 1984-85 con- | 
solidated net profits of M$86.5 million | 
(US$35.6 million), but with a sharp | 
downturn likely this year in commodity 
revenues. p 
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The life of Richard Hughes spanned nearly eight 
decades, most of them spent as one of Asia's leading 
foreign correspondents. And Hughes’ world was 
peopled by the memories of those decades. 


It was a world of the hilarious... like Prince Noro- 
dom Sihanouk's white elephant, which attacked a 
tiny red bus full of tiny Red acrobats from China. 


It was a world of the macabre...like the Teikoku 
poisoner who massacred a bank's staff for a haul of 


US$800. 

It was a world of the touching .. . like the slave 
children of old Shanghai, plunging pathetic, claw- 
like hands into vats of boiling water to prepare silk 
cocoons for spinning. 


Hughes saw and reported it all. This selection from 
more than 10 years of his regular column in the Far 
Eastern Economic Review takes the reader on the 
trail with the original Barefoot Reporter. 
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To: Publications Division 
FAR EASTERN ECONOMIC REVIEW 
G. P. O. Box 160 y 
Hongkong. 


Yes! Please send |  copy(s) of the 
Barefoot Reporter for which I enclose 
US$7.75 each. 


For surface mail delivery add US$1.00 
and for airmail delivery add US$3.00 
per copy. 


R1226BFR: 
Send to: | 


Name: 


Address: 
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Stockmarket sentiment is bullish on the back of a bond issue 


By Paul Ensor in Seoul 


T usually calm trading rooms in 
. W which securities houses in Seoul ac- 
commodate their small investors — in 
easy chairs facing a screen of changing 
stock prices — have hummed with ex- 
citement in recent weeks as prices on 
key blue chips have shot up. The market 
has risen close to previous record levels, 
With daily turnover values surpassing all 
past records. 
After months of listless activity, the 
market's new-found confidence origi- 
nated abroad with the issue of converti- 
ble bonds (CBs) by Samsung Electro- 
nics Co. on the Euromarket (REVIEW, 7 
Nov.) and word from the Ministry of Fi- 
nance (MoF) that similar issues will fol- 
low in 1986. All this is despite the fact 
'that the Samsung issue has suffered a 
“somewhat cool reception in London, 
‘and the fact that there are uncertain- 
ties facing the South Korean economy. 
— had long been a 
favourite for the CB issue, 
which was the first of its kind 


ble the 1984 total. Hyundai's total sales 
this year are expected to increase by 
more than 50%. 

These solid fundamentals have tri- 
pled the value of Hyundai shares since 
the beginning of the year, with most of 
the gains coming in November and De- 
cember. Hyundai sold at Won 914 on | 
November and by 17 December had 
reached Won 2,001. Kia Industrial has 
performed almost as well, doubling its 
price over the same period. Turnover in 
these two issues increased tremend- 
ously — Hyundai's averaged 2.8 million 
shares daily in November, compared to 
1.2 million over the previous six 
months. 

The wave of buying seems to have 
elements of released frustration in a 
market which has been in a sombre 
mood most of the year, reflecting in- 
vestors' pessimism over the state of the 





| cause the alternatives — the unofficial 


kerb money market and property 
vestment — are currently unattractive. 

In addition, it is pointed out that 
some market-stimulating measures 
brought in by the government in June, 
such as stiffer requirements on securi- 
ties purchases by insurance companies, 
are now beginning to have some effect 
on demand. Seasonal changes also have 
come into play: the market usually ral- 
lies at the end of the year as investors 
buy stocks to collect dividends in 
January. 

In contrast to the minor rallies of ear- 
lier months, which were frequently 
speculative forays aimed at small com- 
panies, most of the buying in November 
and December has been aimed at blue- 


chip stocks, owing to the excitement - 
surrounding the possible overseas is- | 
sues. Although the price increases have — 
in some cases seemed to go beyond any 


rational expectations, at least they are 
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aimed at companies whose fundamen- f 


tals and prospects are relatively well es- 
tablished. l 
For foreign investors, the recent 


burst of energy on the KSE is per- - 


haps cheering; but it also points up 


some of the market's weaknesses. | 


The KSE remains thin, with 
around 750,000 individual 
investors and a total capit 
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isation of Won 5.15 trillion - 
as at the end of 1984. It is sub- - 
ject to fits and starts and occa- 
sional deliberate price-r Fl 
ing — which was certainly the: | 
case with Samsung's rise prior — 

to the issue of its convertible — 

bond in the first week of De- — 


by a South Korean company. 
The week it announced its 
plans, Samsung's stock price 
rose by 20.4% to Won 1,310 
(US$1.50) — compared to a 
low for the year of Won 750. 
Since then, the buying has 
spread to other companies con- 









sidered likely to issue CBs or 
depository receipts abroad. In- 
vestors were enlightened 

artly by guidelines unveiled 

y the government that same 
week, which — the terms 
of issues and conditions of 
eligibility for South Korean 
firms, narrowing down the list 
of candidates to 14. 

The most likely candidates for future 
issues are Hyundai Motor, Kia Motor, 
Goldstar Co. and Yukong, the oil and 
chemicals giant. These four have been 
tipped as the most likely because of the 
relatively favourable prospects they and 
their industries as a whole enjoy at this 
stage. Several companies which fall 
within the guidelines are not likely to 
make issues because of the troubled 
state of their industries — such as Hyun- 
dai Engineering and Construction and 
Tong Yang Nylon. 

The favourite by far is Hyundai 
Motor, which plans to start exports of 
small passenger cars to the US next 
year, hoping to sell 100,000 units there 
in 1986. Hyundai's confidence is based 
on its successful entry into Canada over 
the past two years — Canadian sales are 
expected to reach around 80,000 units 
by the end of the year, more than dou- 
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Hyundai Pony Excel: hello America. 


economy, as well as political worries. 
The reminder of foreign interest in the 
Korea Stock Exchange (KSE) and re- 
newed commitments by the MoF to con- 
tinue its gradual opening to foreign in- 
vestors — with its permission to Sam- 
sung to float bonds and publication of 
the guidelines for future issues — 
helped to instil the optimism of the past 
six weeks. 


ther positive factors have also been 

in play. Along with the market, the 
government has grown increasingly con- 
cerned about the economy and in the 
second quarter pursued a much looser 
monetary policy — monthly M2-growth 
figures are now roughly twice what they 
were at the beginning of the year; brok- 
ers readily point out that there is a great 
deal of lose cash floating around. Much 
of this cash is attracted to securities be- 


cember. 


» James Bartholomew writes 
from London: The “unappeal- 
ing and unattractive” terms of 
the Samsung convertible issue 
are why a lot of the stock is still 
floating around the market- 
place, said one dealer in Lon- 
don. According to this in- 
formant, the coupon was on the low 
side and the conversion terms were 


oe. 
The conversion terms are a premium ` 
of 30-100%. They are designed so that - 


the investor and the company would 


equally share any rise in the share price: 


between issue and conversion (which 
can take place in 22 months' time). 

It seems that some of the co-mana- 
gers of the issue sold some of the stock 
they had not managed to place. Partly as 
a result, the price fell below par (100) to 
as low as 96.5-98. The suspension of 
trading on the Singapore and Kuala 
Lumpur stock exchanges following the 
Pan-Electric crisis has been given as an 
excuse for the issue being a sticky one. 
But whatever the balance of truth, it 
seems likely that succeeding issues 
(another three or so are predicted for 
next year) will be on easier terms. O 
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deadline fora decision by the idi 
on whet to open erages to 
Australia's stock exchanges agree to merge by early 1987 outside shareholdings beyond the pre- 
B sent 50% maximum. Banks and foreign 

p Py Hamish McDonald in Sydney stockbrokers have moved quickly to 


buy into Australian brokerages since 
$ the interim 50% ceiling was introduced 
žin April 1984. 

e six Australian exchanges have 
conducted trading totalling about A$22 
sbillion (US$15.1 billion) to mid-De- 
cember, the AASE reported. Com- 
bined, this would create the world's 
sixth most active market. Around 90% 
of this business is conducted in Sydney 
and Melbourne, whose members al- 
ready operate quite freely in. each 
other's markets. The integration. will 
most immediately benefit members of 
the smaller exchanges in Adelaide, 
Perth, Brisbane and Hobart — who 
must now operate in Sydney and Mel- 


F — s six stock exchanges have 
agreed to merge into a single na- 
tional sharemarket which, it is cued, 
will offer faster and cheaper transac- 
_ tions to compete with overseas markets 
inan increasingly international trade in 
securities. 
- — Formation of the Australian Stock 
Exchange from April 1987 will almost 
“certainly be a prelude to nationwide 
"screen-trading." with brokers acces- 
s a a single computer base from remote 
terminals instead of jostling in front 
of the blackboards on existing trading 
dh bors. 
— The present exchanges — in Sydney, 
M elbourne, Brisbane, Perth, Adelaide 
and Hobart — began their separate lives bourne through agents. 
à century ago when the Australian col- As well as hastening screen-trading, 
| onies were tenuously linked by rail, | agreed quickly with the logic of a report | the merger will also encourage early in- 
| steamer and telegraph. Vestigial ex- | prepared by exchange executives which | troduction of electronic scrip clearing to 
changes still exist in several provincial | favoured amalgamation. The execu- | cut irksome delays between transac- 
Cities such as Newcastle and Bendigo, | tives dubbed the present system “ar- | tions and their associated documenta- 
1 local accountants and lawyers deal- | chaic" and “a misallocation of time and | tion. 
ingin small volumes of business through | energy.” The AASE believes the merger will 
| RA — at get the Australian securities markets 
' Ithough the six exchanges have de- i f the 1,600 exchange members approve | into better shape to link up with foreign 
* certain powers to Australian the merger, as expected, the Aus- | markets, and retain its trade. In particu- 
A ssociated Stock Exchanges (AASE), | tralian Stock Exchange will take over | lar, it sees the deregulating London 
parochial wrangles have delayed moves | present functions of the AASE. A | Stock Exchange attempting to enlist 
‘into electronic trading, advocated | single committee will manage trading. | more Australian companies. A number 
strongly by Sydney-base AASE chair- | and while present trading floors will | of large Australian companies have 
- man Jim Bain after a study of the widely | continue to operate they will be in of | listed recently in London and Tokyo, 
copied Toronto Stock Exchange's sys- | the same market. Brokers’ fidelity | though this has been more an attempt to 
€ funds will be pooled. New listings will | bring depth to trading in their own 
However, when the committees of | also be approved by a single committee, | shares — and thereby e Austra- 
the six exchanges met together in Syd- ending present differences in listing re- | lian-based takeover play — than a re- 
‘ney this month, for the first time, they | quirements. flection on local market efficiency. 
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A$779m 
(US$533.6m) 


Results good for all building materials division, except | 
Indonesia where company has sold out to local partner. 


"245 d — — s 
H30 Sept. | A$26.5m +20.4 +16.8 11e 
(US$18.2m) (same) 
Dividend paid on capital increased by one-for- five bonus in 
i August. 
| | Nippc Y9.02b Y 197.8b Financial year will change fo end in Mar. instead of 30 Apr. 
Gakki (US$44.5m) (US$975.3m) Forecast for 11 months to 31 Mar. for current profit ¥12.5b 
(Japan) and sales Y 345b. 
4 Chen H 30 Sept. | NZ$44.5m NZ$588.1m Strike and exchange losses affected profits. Forecast earnings 
; (US$23.4m) (US$309.5m) for full-term NZ$90m compared with NZ$102m in previous |. 
8 — — year. 
ry E. Y 30Sept. | -S$820 S$200.4m Continued slump in car sales mainly responsible for wiping 
(US$385, S82) (US$94.3m) out previous year's profits of S$22.37m. 
deadly 
z — H 30 Sept. | HK$274.5m +24.4 3.5¢ | Profit figures exclude extraordinary loss of HK$140.1m vs 
| recenti (US$35.2m) (same) | extraordinary gains of HK$7.2m in same period previous year. 


No benefit included from interest in Crown Zellerbach. Asset 
realisations small compared to previous period. 


f H30 Sept. | US$18.7m -86.4 
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No end to the gloom 


A Thai think-tank sees slower economic growth ahead 


By Paisal Sricharatchanya in Bangkok 


I? the most pessimistic economic fore- f 


cast to date, the Thailand Develop- 
ment Research Institute (TDRI, à pri- 
vate think-tank) has predicted unpre- 
cedentedly low economic growth of 
3.2% and 3.5% for 1986 and 1987, re- 
spectively. These would be the lowest 
growth rates since the country em- 
barked on its first five-year develop- 
ment plan in 1962. 

Growth during the previous two de- 
cades had averaged more than 7% a 
year, but dropped to an average anneal 
5.4% during 1980-85. The TDRI fore- 
cast points to average 3.9% annual 
growth during 1988-91. 

Presented by Virabongsa Ramang- 
kura, the prime minister's chief econo- 
mic adviser and programme director for 
macro-economic policy at TDRI, the 
forecast was based on a number of un- 
favourable factors — ranging from an 
expected further decline in world 
commodity prices and stagnating pri- 
vate investment to public-sector spend- 
ing cutbacks in the face of the govern- 
ment's continuing austerity program- 
me. 

The projections were given ex- 
tensive coverage in the local press. 
Although funded by private and 
foreign-government sources (including 
the Canadian International Develop- 
ment Agency and Asia Foundation), 
TDRI is affiliated with the National 
Economic and Social Development 
Board (NESDB, the country's to 
economic-planning agency); NESD 





secretary-general Snoh Unakul is its 
chairman. 

The slower economic growth will be 
compounded by rising unemployment, 
particularly among the educated. Ac- 
cording to the RI, the open un- 
employment rate would be 7.5% during 
WE compared to 8.5% during 1979- 

The number of jobless — about 
610, 000 at present — would pass 1 mil- 
lion by 1991. 


hat is particularly disturbing is the 

composition of the educated un- 
employed, which is projected to jump 
from 21.8% last year to 56.8% by 1991. 
A reason for this trend is the probable 
freeze on new public-sector employ- 
ment to no more than 2% a year in the 








tient —— 
— including the ce ntral ne pb n ad 
state enterprises — has been by far the 
largest employer of the educated, with | 
nearly 1.7 million people on its payroll | — 
in 1984. Discontent from the risin | 
number of the educated unemploye | 
could trigger potentially serious politi- | 
cal repercussions. | 

Another alarming forecast centres 
on the country’s debt- service ratio, - 
which is projected to climb from the | 
present 27.7% to a “dangerously high” — 
30.6% in 1989, before slowly decreas- 
ing. Set against burgeoning external | 
debt, the ratio is aggravated by a decline 2 
in dollar export earnings this year and | 
projected marginal growth in the years 
ahead. By international standards, i 
country's credit rating is threatenee 
once its debt-service ratio reaches the 
30% mark. s 

The trend could have been worse if _ 
the government had not embarked ona 
debt-refinancing plan, kicked off in 
mid-October with the first currency — 
swap which saw US$60 million changed ` 
into Swiss francs (REVIEW, 7 Nov,). Up | 
to US$700 million-worth of debt will be f 











refinanced in fiscal 1986 (beginning Oc- 
tober), with an additional USS300 mil- 1 
lion to be refinanced annually over the | 
following three years. Fi 
i 
TDRI says, the debt-service ratio would | 
rise to 30.3% in 1986 and reach a new d 
ernment economists concluded, j 
financing will only buy time; the J 
— a difficult proposition in light of the - 
growing protectionism in industrialised 
world commodity prices would remain | 
stagnant, at least over the next E | 


If there had been no refinancing; the — 
4 
high of 31.7% in 1988. But as most gow" | 
| 
solution lies in raising export earnings f 
countries and general expectations that | | 
years. 
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Wall Street brings cheer 
| ASTRONG Wall Street and news that oil prices are set to fall further boosted many 
| markets in Asia for the period to 16 Dec. New Zealand was one of the best perform- 
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—NEW ZEALAND: The market moved ahead 

' strongly with Barclays Index putting on 115 points 
_ toset a new high on each day of the trading period. 
The market's advance was once again restricted to 
—a narrow band of entrepreneurial stocks. How- 
_ ever, when the New Zealand dollar weakened sig- 
mificantly against major currencies late in the 
period, leading industrial stocks and major ex- 
- pérters rose sharply. The local dollar eased in re- 
sponse to generallv lower bond interest rates. The 
— short-term outlook is for the market to continue to 

set new highs. 














an 
HONGKONG: The market fluctuated within a 
marrow range during the period, with investors re- 
luctant to take new initiatives in the wake of a visit 
to the territory by Chinese State Councillor Ji 
Pengfei. Prices firmed overall, if only marginally, 
as Ji's visit continued without him making a con- 
troversial speech. Sentiment was further boosted 
by better-than-expected results at a recent land 
auction, with Swire Properties paying HK$199 
million (US$25.5 million) for a Mid-Levels site. 
Volume was a moderate HK$210.72 million aver- 
ge a day. The Hang Seng Index closed the period 
t 1,728.21, up four points. 
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VATU: The market rallied on the coat-tails of a 
surging New York Stock Exchange, pushing the 

ow Jones Average to a record high of 13,117.85 
points on 16 Nov. Traders said the market also 
rose with rumours of a drop in short-term interest 
'ates in the first quarter of 1986 and a re-entry into 
le market of investors who have slowed down 
eir purchases of US Treasury bonds because of 
he strong yen. Opec's news that oil prices could 
drop as a result of inter-cartel competition also 
)oosted investor sentiment. Domestic issues such 
as construction and housing gained. Daily turn- 
)ver averaged 350 million shares. 


AL x 
rile 


AUSTRALIA: A fall in the oil price and con- 
equently in the price of gold sent shock waves 
hre the markets in the period. The All- 
Ordinaries Index lost 11 points to 974.8 while 
gold stocks were the big losers as the gold 
index plunged 75.7 points (8.5%) to 811.5. In- 
dustrial stocks were heartened by a A$330 mil- 
lion (US$226 million) takeover bid by Bruce 
Judge’s Ariadne for the car-parts dealer Repco 
| Corp. at initially A$1.50 a share, which rose to 
| A$1.56. By 16 Dec., Ariadne had 47% in Repco. 
~The All-Industrials Index eased slightly to 
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 SINGAPURHE: On thinly traded average daily vol- 
umes (8.97 million shares) and with tightened 
| scrip delivery rules, desultory trading on the stock 
| exchange was only slightly buoyed by an 11 Dec. 
| agreement between Pan-Electric Industries’ prin- 
| cipal (albeit indirect) shareholder Tan Koon Swan 
| and creditor banks to defer the company's debt re- 
| payments for three months. Nonetheless, the 
3 - market stayed well below price levels prevailing 
| before the 5 Dec. trading suspension as reports of 
| foreign institutions gradually off-loading shares 
. and government spending contractions added to 
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| ers, helped also by a weakening local dollar. 


the gloom. On the last day of the period, trading 
slipped away again to a meagre 4.85 million 
shares, with the Straits Times Index falling 11 
points and Fraser's Industrial Index registering a 
64-point drop. 


KUALA LUMPUR: Prices continued to slide side- 


ways, despite an 11 Dec. creditors’ agreement 
postponing Pan-Electric Industries’ loan repay- 
ments for three months. Fraser's Malaysia Index 
rose briefly before ending the period 122 points 
down in moderate to thin trading averaging 8.6 
million shares daily, valued at M$15.96 million 
(US$6.6 million). Few counters were spared the 
downward trend, and speculative listings, such as 
"o Electrical Industries, Raleigh Bhd and Sun- 
gai Way which scored well on 13 Dec. tumbled on 
16 Dec. — despite newly-listed Malaysian Air- 
lines System closing 65 M cents above par in its 
debut that day. 


TAIPEI: Buoyed by record highs on the New York 
Stock Exchange and lower crude-oil prices, the 
market continued its upward swing. The weighted 
price index climbed 20.81 points, closing at 
827.16. The falling price of oil is expected to give a 
boost to the whole economy, especially in the tex- 
tiles, plastics and electronics industries. This pros- 
pect was reflected in share prices, which rose 
across the board. Trading volume was heavy, as 
daily transactions averaged NT3$1.74 billion 
(US$43.6 million). 


SEOUL: The stampede for shares continued, 
driving the composite index up 5.91 points to 
159.41; on 11 Dec. trading volumes and values 
topped all previous records at 56.98 million 
shares, valued at Won 48.58 billion (US$54.6 mil- 
lion). Buying continued to be heavily weighted in 
favour of blue chips that might issue convertible 
bonds or depository receipts overseas — driving 
up prices in the transportation-equipment sector 
which rose an unprecedented 50.73 points and 
electronic machinery, up 20.96 points. Hyundai 
Motor Co. gained the most, followed by Kia In- 
dustrial. Losses outnumbered gains in the fabri- 
cated-metals and wood and wood-products sec- 
tors. 


BANGKOK: Trading remained sluggish as stocks 
continued to post heavy losses, particularly the 
cement counters. The entry of newly listed 
Thai Wah Co. attracted little interest. As trading 
was light, reflecting investors’ low interest, a 
—“ of stocks were untraded. Volume thin- 
ned to a total of 683,853 shares, valued at Baht 
111.22 million (US$4.2 million) for the whole 
period. 


MANILA: Philex Mining accounted for 48.496 of 
total value turnover, helping the Manila mining 
index advance by 51.51 points to close at 723.89. 
There was a general lack of inspiration, however, 
as average daily value turnover shrunk by 37% to 
P2.39 million (US$129,189). The commercial- 
industrial indicator was off 8.03 points to 158.92 
while the oil gauge slipped 0.026 to 0.793. 
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New! For travellers 
who take Asia seriously. 


The 13th edition of the All-Asia 
Guide is simply crammed with 
new up-to-the-minute 
intormation, including facts and 
figures that are indispensable to 
any serious traveller in Asia. 








There are chapters on no fewer 
than 26 countries. Plus opening 
chapters on eating out in Asia, on 
the best way of using your 
baggage allowance, and on how 
best to carry your cash. 


25 new maps, making a total 
of more than 60. 


Hints on how to travel in Asia 
— from packing the right things, 
to the best places for souvenir 
hunting — wherever you’ re 


going. 
An even more streamlined 


quide to hotels in the region with 
more than 1,600 listed. 


Some 55 new colour pictures, 
and more than 110 new black- 
and-white pictures. 








Asia's most complete guide book All of which adds up to over 
Fully Revised 13th Edition 700 pages of vital information for 
m — ! business and pleasure travellers 
— — * in Asia. 
é » ox To make sure of your copy, 
Now in its 13th Edition. srs of tne coupon today 
a— unen) — — — — — ES — — — — eres seo re — — —— — ne TRO A — — — pomme mn 
To: Publications Division, The ALL-ASIA GUIDE is 
i Far Eastern Economic Review Ltd., G.P.O. Box 160, Hongkong. _ published by the Far Eastern | 
Please rush me copy/copies of the ALL-ASIA GUIDE, 13th Edition, as indicated. | enclose a cheque/postal Economic Review, Asia's most i 
| — respected business weekly. 
orde = 
| No. of copies — ^  l]lbysurfacel ] by airmail" R1226AG13 | i 
| ALL-ASIA GUIDE, 13th Edition: HK$89/US$11.95/£8 75/5$25/M$27 50 each Karkastern DEPORTE ! 
| *For airmail delivery, please add:— HK$45/US$6/£4.25/S$13/M$14 per copy | 
! Name | 
j Address | 
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" D; n work for the proposed Bakun 
hydroelectric dam at Bakun 
Rapids, 37 km upriver from Belaga 
town in Sarawak's Seventh Division, 
was expected to be completed by the 
end of the year. Originally, the plan was 
for a cement dam; now an alternative 
scheme for a rockfill dam is being re- 
— viewed: rockfill dams, like the one at 
| Batang Ai, are cheaper to build. Feasi- 
bility studies carried out by a group of 
- German consultants were completed 
- last year. So far, according to reliable 
| sources, the studies and preliminary 
= groundwork on the Bakun project has 
-]- cost some M$30 million (US$12.4 mil- 
| lion). 
p. If everything goes smoothly, con- 
ion of the dam — the largest in 
the region — is expected to begin 
—mext year and take 10 years to com- 
plete. Some contracts are likely to 
go to Japan's Maeda-Okumura Joint 
Venture (MOJV), the main contract- 
‘or of the Batang Ai dam: a number 
‘of MOJV engineers and technicians 
have already moved to Bakun after 
‘they finished work on the Batang Ai. 
‘There are now some 100 workers. 
_ mostly from the nearby longhouses, 
working at the Bakun dam 
alaysian Soil Investi- 
gation has employed about 70 
workers and the Sarawak 
Electricity Supply Corp. 
(SES) has about 10 staff on 
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—. Bakun dam will generate 
2.400 MW of electricity, 
1,500 MW of which will be 
transmitted to Peninsular 
Malaysia by a submarine 
cable — at 648 km long, the 
world's longest. The dam will 
be 190 m high, 160 m in 
length and create a lake area 
of some 152,500 acres. 
_ Fears that the rocks on one side of 
the hill (the proposed dam site) could 
not bear the water pressure have spread 
- concern not only among the people liv- 
ing immediately below the site but also 
to towns such as Belaga, Kapit and 
- Sibu. Persistent rumours claim the dam 
would E way releasing the water to 
— flood all the towns along the Rajang 
_ river banks. A German geologist told 
| the local press in 1983 at the Bakun dam 
"| site that just such a disaster had hap- 
| pened in the Soviet Union. He pointed 
| out that if the rocks could not hold the 
| pressure there might even be an earth- 
. quake. 
| Although the feasibility study — 
| which included blasting two 100-m-long 
M tunnels, to take rock samples to test 
-| whether the rock could stand the water 
| pressure — was completed last year, the 
^" EUM has yet to make public the 
N tailed results of the study. Opposition 
— | to the dam project, which would affect 








t LCS 


"un 
re ia te, — 


—— 


more than 4,000 people in 16 communi- 
ties, has grown — over the past 
two years: a recent SES poll of people 
from five longhouses above the site re- 
vealed that most opposed the project. 

Elsewhere, other grievances are 
being aired. The headman of a long- 
house at Long Murum, just above 
Bakun, said he would not move without 
fair compensation from the govern- 
ment. Furthermore, his people would 
want some say in where they would be 
resettled. “We would rather die here 
with our children and our ancestors if 
we are forced to move to an area we 
don't like," he said. Although the gov- 
ernment has not announced where 
these communities would be moved to, 
the most-touted rumour is Mukah along 
the coast. "We don't want to go to a 
coastal area. We have been used to liv- 
ing on the hills in the inland areas where 
we can find abundant game and fish,” a 
young Kayan man said. 

Another Kayan critic pointed out: 
“Malaysia is in debt. This expensive 
as I heard, would cost as much as 

$12 billion. That would be a heavy 
burden for the country.” He added that 
construction of the Bakun dam is not 


eLong Lama 
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the only way to develop the upper 
Rajang as some politicians claim. 
“More money should be spent on edu- 
cation, health and infrastructure to im- 
prove the living standards,” he said. 


A Long Menjawah, not far downriver 
from the Bakun dam site, the peo- 
ple are also concerned for their safety 
once the dam is built: they expect the 
water level to drop significantly. This 
would bring hardship to the present 
river-bank communities, leaving them 
far away from the river. 

In Belaga, a young graduate said the 
dam project should be dropped for both 
economic and environmental reasons. 
"We have abundant gas and coal which 
will also generate cheap electricity. Gas 
power plants [can be built for] only one- 
third the total cost of building the 
Bakun dam to generate the same 2,400 
MW of power." 

As the rumours and the wrangling 


E 


continue, many in the affected areas 
have begun planting more fruit trees 
and cash crops, especially cocoa. "What 
we have learnt from the Batang Ai dam 
project is that [this will result in eater] 
| 


compensation," explained one o 
Kayan man. Another Kayan said: *Har- 
vesting the crops is not important. The 
more we plant the more compensation 
we are likely to get." 

Meanwhile, the Environmental Pro- 






tection Society of Malaysia (EPSM) has : 


expressed concern over the adverse en- 
vironmental consequences of the pro- 


posed dam and the undersea transmis- © 
sion cable to Peninsular Malaysia. | 


EPSM president Gurmit Singh said in a 


statement that the society believed a full. . 


public discussion on the mammoth pro- 
Ject is essential and overdue. 
reasons were: 


» The huge sum of taxpayers’ money | 


that has already been spent on feasi- 


His © 


bility studies and the even greater - 
sum that will be required to com- ` 


plete the project — M$10 bil- 
lion, according to some esti- 
D mates. 
JNEI. » The high risk involved in 
building and operating such a 
huge dam which will 
some 600 km? of virgin forest 
and  farmland, especially 
when the dam's operational 
life is estimated to be a mere 
50 years. 
» The possibility — that 
transmission losses will be 
around 200 MW (which ex- 
ceeds Sarawak’s current 
electrical consumption) and 
that the bulk of the elec- 
tricalenergy is for consump- 
tion on the peninsula and in Singapore. 
» To look at the gas pipeline alread 
being planned from Terengganu whic 
could possibly supply the same energy 
needs — with less social and environ- 
mental damage than the Bakun dam 
and the undersea cable, and perhaps 
with less capital expenditure. 
» To investigate other possible means 
of providing sustainable development 
to the longhouse residents, many of 
whom are reluctant to shift. 

Singh said the EPSM believed that 
since the ramifications of this project are 
more far-reaching than many for which 
there have been public consultation, an 
exhaustive and thorough public inquiry 
both in Sarawak and the rest of Malay- 
sia should be the minimum require- 
ment. Meanwhile, he advised, any de- 
tailed design on the project should be 
stopped until such time as a national 
consensus has been sought. 

— Joe Fernandez 
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After 90 years of early rising, we're still on top 
at the end of the day. 
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The Kung Fu hexagram of the Chinese - Ching denotes the highest 
Quality of man. The divided lines in the centre are held to represent the 
heart or mind free from all pre-occupation, without any consciousness 
Of self; and the undivided lines are held to denote the solidity of the 
virtue of one so free from selfishness. 


Trust is indivisible. When you give trust, 
you give it completely. 


Trust is our profession. 


We pride ourselves in earning the confi- 
dence of our clients in the important and 
very personal areas of their assets and 
finance. 


We do this by accommodating their 
special needs, and offering a full range of 
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fiduciary services to protect, preserve 
and enhance their assets. 


Our highly qualified and experienced con- 
sultants based in Asiaciti Trust offices 
around the Asia-Pacific deal with each of 
our clients individually. 


We've earned our clients' trust. dus us | 
earn yours. 
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